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DUKE ENERGY OHIO, INC.
Case No. 08-709-EL-AIR
Supplemental Information (C)(1)

The most recent federal regulatory agency’s (FERC, FCC) audit report.

Response: See Attached.

Spensoring Witness: Peggy A. Laub



SUPPLEMENTAL (CX1)

FEDERAL ENRERGY REGULATORY COMMYSSION

VASHINGTON, D.C. 20024

In Reply Refer To:
OCA-DE/HO
Docket No. FA97-3-000

OEC 12 097
Cincinnati Gas & Electric Company
Attention: Mr. Jack P. Steften
Controller
139 East Fourth Street
Cincinnati, OH 45202

Ladies and Gentlemen;

The Division of Electric and Hydropower Operations, Office of the Chief Accountant,
has completed the audit of Cincinnati Gas & Electric Company for the period January 1, 1993,
through December 31, 1996, We discussed our audit results with you on August 27, 1997. The
enclosed audit report further explains our findings and recommendations.

We recommended that you record accounting entries and establish accounting procedures
1o properly record accounting transactions related to income taxes and a sale of an operating unit
or system. Your December 10, 1997, letter stated that you agreed with our recommmendations.

Please notify the Chief Accountant when you have completed the corrective actions.
Your response should state the action taken and the completion date. If you subsequently
disagree with our conclusions, you may file a request for rehearing by the Commission under 18
C.ER. § 385.713 within 30 days of the date of this order.

I approve and direct the corrective actions recommended in the report under 18 CF.R.
§ 385.713. Ths letter order constitute final agency action an the corrective actions approved and
directed in this report. The letter order is without prejudice to the Cammussion's right to require
any later adjustments arising from additiona! information that may come to our attention.

Sincerely,

Dxrector Division of Electric
and Hydropower Opcrations



FEDERAL ENERGY REGULATORY COMMISSION

Audit Period: Januvary 1, 1993, through December 31, 1996

Audit of
" Cincinnati Gas & Electric Company

OFFICE OF THE CHIEF ACCOUNTANT
DIVISION OF ELECTRIC AND HYDROPOWER OPERATIONS

FAST-5-000 December 10, 1997
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Findings, Recommendations, and Corrective Actions

1. Accounting for Income Taxes

Synopsis

Cincinnati Gas & Electric Company (CG&E) did not have adequate accounting procedures
10 adjust the accruals for cusrent and deferred income tax accounts to reflect the acrual tax
liability on the filed tax returns for 199} through 19%5.

This occurred because CG&E restructured its corporate aperations resulting in high
employee turnover and greater workioads in the Tax Department, Moreover, CG&E did not
adjust its current and deferred income 1ax accounts because it could not readily determine how to
split the taxes between gas, electric, utility, and nonutility.

As a resull, it either understated (bracketed arounts) or overstated the current and defecred
tncome tax accounts recorded during December 31, 1991, through December 31, 1995 by:

1991 $16,283,059
1992 456,741
1993 . 2, 890,055
1994 (2,199,869)
1995 (4,415,062)

l_-t_g_commendations

We recommend CG&E-

¢)] Establish procedures to ensure it adjusts the accruals for current and deferred
income tax accounts on a timely basis to reflect the actual income 1ax liability.

{2)  Retord a correcting entry to properly reflect the 1991 through 1995 income taxes
on its books. CG&E should file a copy of the correcting entry with the Office of
the Chief Accountant within 30 days upon receipt of this report.

Pertinent Gﬁidance

18 CFR Part 101 prescribes the Uniform System of Accounts (USefA) for public utilities
and licensees subject to the provisions of the Federal Power Act. 18 CFR 101 requires utilities
to record adjustments to current and deferred income tax accounts when they file their income
tax return in Accounts 236, 281, 282, 283, 409.1, 4092, 410.1, 410.2, 411.1, and 411.2.

1.



Detailed Discussion

The Company filed its Federal income tax returns for the years 1991 through 1995 in
September of the following year. The estimated Federal income tax that it accrued in the current
and deferred income tax accounts was more (or less) than the liability as filed in its tax return for
each of the tax years 1931 through 1995, respectively

CG&E did not adjust the current and deferred income tax accounts on its books to reflect
the actual taxes paid es reported i its filed tax returns for each year, CG&E informed the audit

staff thar it did not complete the return-1o-accrual adjustments for the years 1991 through 1995

because of corporate restructuning that led to high employee tumnover and greater workload in the
Tax Department.

2.  Accounting for the Sate of an Operating Unit or System
Synaopsis

CG&E did not have adequate accounting procedures to account properly for the sale of
an operating unit or system.

CG&E misinterpreted the electric plant instructions and the accounting requirements for
the sale of an operating unit or system by:

. Failing to use Account 102 to record the sales transaction which resulted in no
impact to the balance sheet and income statement.

- Failing to file the journal entries with the FERC.
This occurred because CG&E misinterpreted Electric Plant Instruction No. $
(EPI No. 5) and the instructions to Account 102, Etectric Plant Purchased and Sold. CGXE did

not use Account 102 to record the sale of the combustion turbines.

CG&E incorrect accounting did not resuit in any misclassifications of its balance sheet or
income statements.

Recommendations

We recommend CG&E;

(1) Revise pracedures to ensute it records the sale of operating units or systems in
Account 102,



{(2) File journal entries for fiture sales of operating units or systems with the
Commission for approval.

Pertinent Guidance

Pertinent guidance 1s contsined in 18 CFR, Part 101, which prescribes the USofA for
public vtilities and licensces subject to the Federal Power Act. 18 CFR 101 requires utiities to
follow the requirements contained in EPI Na. S and the instructions to Account 102 for recording
the sales of operating units or systems. The instructions to Account 102 require a2 company to

submit proposed journal entries to the FERC for approval within six months of the acquisition or
sale.

Detailed Discussion

On QOctober 9, 1996, the Company sold two combustion turbines located at the Miami
Fort Generating Station to International Trade Management. CG&E sold the two combustion
turbines and related property for §6,550,000. CG&E provided staff with the following
information to support the net book value and the gain refated to the sale:

Miami Fort Miami Fort
Gas Turbine 1 Gas Yurbine 2

Original Cost 55,483 361 $5,305,916
Accumulated Depreciation 4,821,133 4,805,636
Net Plant £ 662,228 § 500,280
Sales Price $2,850,000 $3,500,000
Cost of Removal 35,000 50,000
Net Salvage 32815000 $3.450,000
Gain on Sale $2.152,772 $2.949,720

CG&E classified $6,265,000 of net sales proceeds to Account 143 (Other Accounts
Receivable); $1,162, 508 representing the net hook value in Account 101 (Electric Plant in
Service) and the gain of $5,102,492 10 Account 421.1 (Gain on Disposition of Property).

We reviewed the accounting for the sales transaction during the audit. Therefore, there _
was no need for CG&E 1o file the journal cntries with the FERC.



3.  Form 1 Reporting -
Synopsis

CG&E did not properly report certain infarmation in its 1996 FERC Form 1 in
compliance with the reporting instructions,

This occurred because of the improper posting of two transactions by CGZE. This
resulted in the misclassification of these transactions to the wrong subaccount. CG&E
corrected the ertor on its books, however, it filed the wrong information in the Form 1.

Recommendations

We recommend CG&E revise procedures to ensure it records the proper information in

future FERC Form 1s and file revised pages of the FERC Form 1 within thirty days of receipt of
this letter.

Detailed Discussion
CG&E improperly reported the foliawing information:

o amounts for Cost of Removal and Salvage recorded in Account 108, Accumulated
Provision For Depreciation of Electric Utility Plant, on page 219 of the 1996
FERC Form 1. The reporting errors resulted in an overstatement of Cost of
Removal and an understatement of salvage in the amount of $6,350,000. The
differences in the Cost of Removal and Salvage can be attributed to the use of
improper codes by CG&E when recording entries for the sale of Miamt Fort
Combustion Turbine #3 and #2. The total amount reported in Account 108 is
correct.

0 amounts for Zimmer Plant Phase-In Deferred Return and Depreciation and Post-
In-Service Carrying Costs and Deferred Operating Expenses recarded in
Account 182.3, Other Regulatory Assets, on page 232 of the 1996 FERC Form 1.
The reporting errors resulted in the overstatement of Phase-In Deferred Return
and Depreciation expenses and the understatement of Post-In-Service Carrying
Costs and Deferred Operating Expenses in the amount of $7,659,157. The error _
was in accumulating various subaccounts in Account 182.3 and grouping them
incorrectly under the captions referred to above. The total amount reported in
Account 182.3 is correct.

TOTAL P.B8B



DUKE ENERGY OHIO, INC.
Case No. 08-709-EL-AIR
Supplemental Information (C)(2)

The wutility’s current annual statistical report.

Response: Duke Energy Ohio no longer prepares a Uniform Statistical Report. See the
attached for Cinergy Corp.’s most recently filed report for the year ended December 31,
2000.

Sponsoring Witness: Peggy A. Laub



MNIFORM STATISTICAL KEFUK] - TEAK ENUEL BOUEMBER 54, .
papay: CINERGY OORP. Supplemental (c)(2)
Please submit the required pages to the American Gas Associatios for use m compiling
siatistics published in A.GA's Gas Facts.
- . Alsa Rumgish a copy of the company's Annusl Report o Stockbolders with the LISR or a5 soon
B a3 the Asmual Report becomes available.

BECAUSE THIS REFOKT 1S FREQUENILY USED IN CONJUNCTION WITH THE
COMPANY'S ANNUAL REPORT TO STOCKHOLDERS, THE DATA INCLUDED
HEREIN SHOULD AGREE. WITH THE COMPARABLE INFORMA TION IN SUCH
ANNUAL REPORT. To assure accuracy and comsistency, sumerous crossties and
foomotes have heen appended i the schexdules so thae siatistics for the same iemn showa on
more: thas one schedule will be identical.

All encrgy sod dollar amounts should be reported in thousands.

Name and Address of Company:
Cinergy Corp-
139 East Fourth
Cincinmati, OH 45202
] List Afliated Companies:
Indicate Relationship (Parent, Subsidiary, Associates, etr.)
. Mentify Nature of Business

PSI Evergy, Inc. :m:mm
Cimergy nvestinents, Inc. - Subsidiary - Non-utility Operations
Cimergy Services, Inc. - Subsidiary - Enistrati
Management, and Support Services
CinTec LLC - Subsidiny - Investing
Cinergy Tectmologies, Inc. - Subsidiary - Holdiag company for invesiments
Cinergy Wholesale Energy, Inc. - Subwidiary - Noe-uatility Operations
Cincrgy Global Resources, Inc. - Subsidiary - Intrrnational Operations
Individual Fumishiog iInformation
|
 Name Basty Blackwell Autborizer
Title Manager of Extcrnal Reporting ’ “Titke
Telghoos  (17) 2386993 Date 572172001 4:33:08 PM

O Check this Bax if Individual Company Data May Be Released

THIS REPORT HAS BEEN PREPARED FOR THE PURFOSE OF PROVIDING GENERAL AND STATISTICAL
INFORMATION CONCERNING THE COMPANY AND NOT IN CONNECTION WITH ANY SALE, OFFER FOR
SALE GR SOLICITATION OF AN OFFER TO BUY ANY SECURITIES.



Profile Sheet
ﬁm@ CORP.

#ailing
ddress Line]

Cimezgy Corp.

I35 East Fourth Strect

Cincinnati

tailing

.ddmsl.mcz
Aailing

\ddress Lime 3

Recipient Bany Blackwell

Lecipient Mamger of External Reporting

litke

felephone {317) 838-6993

GH

Zip 45202

1S Feog: o

Page 2



nents of Income and Retained Eanmngs
sy CINERGY CORP.

fule 11- Satements of Income and Retwined Eamings (Thousandy of $)

ME
%)gll

5% ' .ag F.npmss
Operation (2)
Maimenance

Deplction
Asmort. Cearged ko Operation (b)
Propasty Losses Charged w0 Opastion
Taxes (c)

Other: Post in Service Def. Oper. Exp.

" e e ——— e

Total Openuting Expenses

Openting Incom:

Oihver Opersting lncome {d)

Total Operating Income

AFUDCe)

Onher Income Less Deductions - Net (b) (d)
Othaer: Phase m Ded. Rrtarm

Mimority Interest
Income Before loterest Charges
intercst Charges: '
‘rrest on Loag-Term Debt (f)
" rest on Shoct-Term Debt
Anwrt. of Debt Disc. Exp. and Prem. (Net)
dthulms(Emese
Allow._ for Borrowed Funds
Usad During Constr. - Credit (¢)
- Net Intevest Charges

. Income Before Ext. Iens and Cumulative Effects

». Ext letos and Cummlative Effects (Nel) (d)
". Neet Income Before Pid Dividends

i. Pfd sad Pf Dividend Requirement (f)

1. Net inoumne Avaitable for Common Stock
). Commom Dividends

1. Net lncome Afer Dividends

ETAINED EARNINGS

?. Balioce, lanwary 1

1. Net Incorpe (Line 27)

§. Pid and Pfc Dividends Declased

E .. mom Dividends Declared - Other ()
1. yustments (h)

§. Balace, YEAR END (C)

‘aqe 1

Toual Electric Other

L1 8421964 5480211 2941753 0
22 6712895 3957111 2755785 0
2,3, 205129 192743 12386 0
z4, 305053 281000 24053 o
2,5 0 0 ¢ 0
2.6, 64550 s81ts 6435 0
2,7, ° p 5 -
8. 268346 230101 38245 o
2.3, 4362 4362 ) o
2,10, 1560336 4723432 2836904 o
11, 861628 756779 104549 0
2,12, o 5 p 5
213, 261628 756779 104849 0
Z 14, 5813

2,15, -243090

%18, 4159

%1% 4585

2,18, prere

219 194750

2,20, 26446

L2, 10998

%22, 468

L%, 4203

2,24, 224439

2,25, 799465

2,26, P

L, 2093465

2,23, °

2,29, 399465

2,30, 285242

2,31, 114224

232, 1054578

2,33, 399466

1,14, °

2,35, 785242

2,36, 0

2,77, Y

2,38, 1168218

Page 4
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{ Page s UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN)
SCHEDULE III - NOTES TO STATEMENTS OF INCOME AND RETAINED EARNINGS (Thousands of 5)
INCOME - SCHEDULE Il
(a) Opemating Expenses — Operation includes:

Significast amount of rents $38,689 for T

(.b) Amortization of Plant Acquisition Adjustments included on lines 6 and 15, Schedule IL:

Electric $32,461 Gas 36415 Othery -

{c} Line 8 agrees to linc 10 of Schedule V, Taxes; see Schedule V for detail.

(d) Detail mmjor items and amounts and alf income taxes inchided in:

Other Operating income (including Income Taxes of § = )

None

Other income Less Dedactions — Net (including Income Taxes of ($251,557).
(If net merchandising included, give amount)

Equity in unconsolidated subsidiary $5,048
Other Net 53,419

Extraordinary Items and Cumulative Effects (including Income Taxes of __- )

{e) Gived:script_iunofmethndmedtudctemﬁne.&llowame forl-'uﬁds Used During Construction (including rate
applicd, type of construction or size of job covered, and period of time used to exclude jobs of short duration).

For Cinergy’s utility subsidiaries, AFUDC accrual rates averaged 8.0% in 2000. The AFUDC was applied as
follows (See Note (b) of the “Notes to Consolidated Financial Stattments™ in Cinergy Corp.’s 2000 Anmmat
Report to Shareholders). See Notes & Remarks below.

{f} Annual intercst and Preferred and Preference Dividend Requirernent calculated on amounts (including due
within one year) outstanding at Dec. 31. '

Lonp-Term Debt  $205.748 Preferred and Preference Stock  $4.585



| Pages UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 -}

Company: Cinergy Corp. (CIN)

SCHEDULE HI - NOTES TO STATEMENTS OF INCOME AND RETAINED EARNINGS (Thousands of §)}
{continued)

RETAINED EARNINGS - SCHEDULE I
() Details of Common Dividends Declared - Other than Cash:
None.

(h) Details of major items and amounts included in Adjustments to Retained Earnings:

Foreign Currency Translation Adjustments $2,074
Minimem Pension Liability {1.099)
Unreelized Gain (L.oss) on Grantor & Rabbi Trusts {2,129)
Other 570
Total (3584)
NOTES AND REMARKS:

- PSIENERGY, INC.

AFUDC i3 applicd only on specific construction work orders and is not applicable to blanket work orders.
AFUDC is computed monthly for each appropriate specific work order on the basis of direct charges and
company overheads. Effective January 1, 1996, PSI adopted the practice of updating the AFUDC rate mouthly
as authorized by the Federal Encrgy Regulatory Commission in a letter dated August 12, 1996, AFUDC starts
when construction has commenced on a planned progressive basis and continues until the project is “in
service”. The gross AFUDC rate apphied for 2000 was 7.4% per annum, with semi-annual compounding.

— THE CINCINNATI GAS & ELECTRIC COMPANY AND SUBSIDIARY COMPANIES

AFUDC is applied only on specific construction work orders and is not applicable to blanket work orders.
AFUDC is computed monthly for each appropriate specific work order on the basis of direct charges and
company overbeads. AFUDC starts when construction has commenced on a planned progressive basis and
continucs until the project is “in service™. The gross AFUDC rate applied for 2000 was 8.4% per amum, with
semii-annual compounding. Effective July 1, 1982, CGXE adopted the practice of updating the AFUDC rate
monthly as suthorized by the Federal Energy Regulatory Commission in a letter dated May 27, 1982,

— Schedule 11, lin¢ 1, column 3, Gas Operating Revenues includes Other Revenues associated with Cinergy Corp
non-regulated affiliates, therefore does not tie with AGA’s Schedule XX, line 21, column 2, Total Gas
Openating Revenues which does not inclede this amount.

- Scheduleﬂ,lineB,oohmiagteeswithcheduleV,linc 10, colunms 2 plus 4, however, line 19 does not tie
due to allocation differences in schedules.

— Schedule I, line 8, column 3 agrees with Schedule V, line 10, column 3, bowever, line 19 does not tie due to
allocation differences in schedules.

Page 6



sdalde TV
p-y:CINERGYCORP.

LI B Rl Sy, Y

HEDULE TV - FUNCTIONAL DET ALLS OF OPERATION AND MAINTENANCE EXPENSES (Thousands of §)

! r\P‘ION ELECTRIC GAS
f ' Toal Operation Maintenance Tol "~ Operation Maiatcnaace
B TP T ) S 772526 772526 0 o
. Pwchased Power{Net) 2381688 2381688
. Purchased Gas(Ner) 2674449 2674449
Otber Prod Expenses 267556 148389 119167 3867 3825 42
. Towm} Production 4210 . 1102603 19167 2678116 2678274 42
» Swmnpge & Liquefind
Haunl Gas 0 ¢ 0
. Transmission 63444 $1063 12381 © 506 506 (1]
l. Diskibution 73458 20962 52496 977 11412 11505
J. Cuskomier Accousts 68370 58370 0 20455 20455 0
10. Cust Service & Iafo. 177 15741 () m3 2713 0
| 11. Sales 31920 33920 0 127 121 0
| 12. Adnizistrative & Genenal 487515 £78816 8699 41931 41092 839
13- Toul 4149854 395711 192743 2768171 2755785 12386
14. Credit Residuals mchuded in Line 44, 0 0 0

€2) Inchudes FERC System of Accoums 501,518 and 547.
(b) Include only foel used in production of gas
{c) Includes explonation and development costs of prospective gas producing ficlds

Yacrse 1 - R e et A o AT B awrma bdn TeETRIES EAEE WA w2



} [ Pages UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 1

Companty: Cinergy Corp. (CIN)

SCHEDULE IV - NOTES TO FUNCTIONAL DETAILS OF OPERATION AND MAINTENANCE EXPENSES
NOTES AND REMARKS:

~  Schedule IV, line 1, colurmmn 1 includes Deferred Fuel, Global Resources, and Cinerpy Investments, therefores
docs not tie to EET's Schedule XIX, line 19, coluren 2.

Schedule [V is prepared for Cinergy consolidated, and Schedule XIV represents CG&E consolidated, therefore,
Schedule IV, line 5, column 5 plus column 6 does not tie to Schedule XTV, line 23, column 3.



DULEV
axy: CIMERGY CORP.

ACCRUALS CHARGED TO:

OPERATING EXPENSES - TAXES

J Property, Ad Valoram, ez. 51

Franchise 52

/ Gross Receipts 53
54

Miscellaneous 5.5
Total Stte & Lical Taxes 56

Misc. Federal Taotes

o Payoll s

58

| TomtMisc. Fodera! Taxes 59
). Total Tazes - come 5.10

Income Taxes - Current
t Tal Income: Taxes

LR 1|
2 ; Incosne Taxes 512
3. Toul incorne Taxes 513

Deferred Income Tax - Charges

4. Fedenal 514

5. State 505
Deferred Income Tax - Credits

t6. Fedem! 516

{7. Smewe 547

18. Investment Tax Credit 5.18

19. Totl Taxes (b} 5.19
)

TOTA Electric G
159464 130353 18686
1848 1499 i
B5443 78200 6848
a ¢ )
-903 1109 63
237124 208943 35598
0622 18072 2647
) 0 0
30622 18072 2647
263346 27015 38245
187217 23789 7530
16936 13265 35
204153 237054 1495
281247 135292 65755
11296 7999 770
225975 107411 -5127}
2579 7911 -86
-9585 8486 346
519503

483552 60082

Other Depts.
as

395

-7985

6817

3086

44102
3706

57293

753
-23731

k) wch as Utility Flant, Otber Income Deshuctions, Extraordinary iicas, Chearing Accousts, Retained Etruings, ot

(b} Should expual Total of Lines 10, 13, 14, 15, 16, 17 end 18 and agyee with line B, Schedule II.

R I T [ PR Y B, o TN T

-
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™) [Pag=10__ UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000 J

Company: Cinergy Corp. (CIN)
SCHEDULE V — TAXES

NOTES AND REMARKS:

— Total of Lines 10, 13, 14, 15, 16, 17 and 13 do not agree with line 8, Schedule 1. However, line 10 dozs agree
10 hinz §, Schedule I, and lines 11 -~ 18 are included in line 15 of Schednle 1.

. Page10



mce Sheet S IR 3 G . gy

pay: CINERGY CORP. .

SCHEDLULE VI - BALANCE SHEET (Thousands of $} FOR NOTES - SEE SCHEDULE V1] - PAGE 8
S

m’} ASSETS CAPITALIZATION AND LIABILITIES
0L PLANT-
Capitalization:
*ant in Scrvice: | " ;
Electric 6l 9G98128 37 CommonStock 637 1590
Gas 62 365303} 3% Oher: Capitat Stock Expensc 6,38 ~28929
. Common 63 21142 39. Prauium on Commnon Stock {if not in Line 40) 1639 o
64 40. Crber Paid-tn Capita 640 1548082
. Toul Plant in Service 65 yorasss| ) Fettived Basnings 541 1164218
- Accem Prov. for Depr. & Amatt 6,6 4555614] 42, Total Common Stock Equity 642 | 2738961
. Coastruction Work in Progress 6,7 41H3Y] 43 643 L
* Nuclear Fudl 68 A4, Preferred and Preference Stock not subject ia 644 :
1. Accun Prov. for Amort. of Nuclcar Fuet 69 Maadstory Redernption 62834
45. Preferred and Preference Stock subject o
K 6,10 Mandatory Red N 645 0
6.11 Long Tesm Debt: (Ex ame.due within 1 yr)
46. Moxtgage Bonds 6,46
! MNetUhility Plan - | 6,12 6630424 £ $63520
) 47. Debentares 647 1490050
b. Gas Storcd Underground 6,13
‘ 614 48. Other 648 531549
) R 49. izedt D ; 649
5. Other Propesty rad Investments (Net) 16,15 028216 Other: Unamortized Disc, Net of Presivm 11152
" 1and Accrucd Asscts: 51. Total Capitalization(Excant due 651
7. Cash, Spec. Den.. Wke. Funds & Temp. within one year) s, .-
Cash lnvestroents 617 972491  Other Now-Current Lisbilities:
8. Gas Stored Underground (Current) 6,18 1pq7e] 32 Accum Prov. for Rate Refmds 1652
9. LNG Held and Stored for Processing 6.19 53. 653
B. Notes Receivable 6,20
'f. Castomer Accounts Receivable (Net) 6,21 34. Toul . S b o
13, Other Receivables 623 55. Amounts Duc within one year 655 0543
4. Accrued Usbilled Revenues - 624 56. Shor-Tenn Debt 6,56 128657
!5, Mareviak and Supplics 525 57. Accts. Peyable (ExcLamt. iz Line 58) 657 0739
6. Prepayments £,26 58. Prvables o Investor Ownod Elec. Cos. 6.58 - 625755
17. Other Currest and Accrued Assets 627 59. Taxes Accrued 659 247006
8. Qther: Fossil Fuel st Average Cost 628 60 Other Comvent sul Accruest Liabilities 6,60 1610405
Totai Other Nou-Cumyent Liabiliti 6.61 Mbbd
29. Total Current and Accrued Assets 629 sasasgyl S ; fies
Deforrad Credits: 1185968
Delered Debits: 62. Accemulutod Deferred Income Taxes 6,62
’ 137963
10. Regulatory Assets 6,30 szs614] 63. Avenm nefaruhvatmmz Tax Credits 6.63 o
) 64. Regulasory Lisbilities 6,64
3. Unamortized Debt Expense 631 14 65. © Ad for C . 645 14902
? )mmdlmry Property Losses 632 66. Other Deferved Coss 6,66 1719624
3: -7 s Defored Bebits 613 oo € Total Defavad Credits 6,67 nr
69. Total Capiializzsion and Liabilities 6,69 (2329728
35. Toml Deferred Debits ' 6.35 1312208 :
16. Tota) Assets 636 121297 Page 11
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") [age12  UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000 |

Company: Cinergy Corp. (CIN)

SCHEDULE VI -- NOTES TO BALANCE SHEET (Thousands of §)

{(a) Detail major items and amounts including Excess Cost of Investments in Subsidiaries consolidated over Book
Value ot Acquisition Date,
See Additionat Notes, Page 13

(b) Detail major Regulatory Assets and Other Regulatory Liabilities.

Sec Additional Notes, Page 13

(c) Number of Stockhiolders as of 12/31/00:  Preferred 1,494 Common ° 61,328 Other
Preference

(d) Amoun restricted from payment of cash dividends on common stock § See Note.

{c) Includes convertible securities (specify)
None

() Long-Term Debt $40,545; Prefcrred Stock Subject to Mandatory Redemption $
Other (Describe)

(8) Includes Comnercial Paper $216,200; Bank Loans $576,791; Gas storage loans § {1}
Average short-term debt during year, based on mumber of days outstanding $745,046 [2]

NOTES & REMARKS:

—  Putable Bonds - $266,600
Other Short Term Debt - $69,066

~  Does not include forcign debt.

} —  Schedule VI, Line 7 agrees with Schedule VIIL, sum of lines 14, 30, and CWIP Account 107, $46,240 incleded
in line 37. :

k. TR Y
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[(Page13

UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN}

SCHEPULE VII - ADDITIONAL NOTES TO BALANCE SHEET (Thousands of §)

{a) Detail major itenys and amounts including Excess Cost of Investments in Subsidiaries consolidated over Book

Value at Acquisition Date.

Nonutility Property (Net) $242 908

Investments in Unconsolidated Subsidiaries 538,322

Other Investments 146,986
3928216

{b) Regulatory assets (in millions)

Post-in-service carrying costs and deferred operating expenses 341

Amounts due from customers — income taxes S |

Deferred merger costs 67

Umambrtized costs of reacquiring debt 42

Coal contract buyout cost 53

Dynegy gas services agreement buyout costs 251

RTC recoverable assets 432

Other . - 18

3977

(d) See Note 2 (b) of the “Notes to Consolidated Financial Statements” in Cinergy Comp.'s 2000 Amnual Repott to
Shareholders.

‘Page 13



DULE VIl £ MM Fenod: 2uup
my: CINERGY CORP.
FILITY PLANTBY FUNCTIONAL ACCOUNTS CONSTRUCTION EXPENDITURES (<)
i Accum Prov. for For
TR Deprec. Amort. and Reposted For Next For 2od For 3rd
) Utility Plamt Depl. Year Year Yr.Foll. ¥r. Foll
 ELECTRS 2000
ntangible B.1 47242 19528 3669 o o 0
Production Plant
itcam 82 4839074 2423410 182432 414628 0 0
Nuclear 83 0 0 0 0 0 0
Hydro 84 24644 14517 445 0 0 0
Pumped Storsge 8.5 ¢ L0 0 o . 1]
Gas Turbine 86 299032 135631 0 o 0 o
Othex B7 201428 55715 25118 o o 0
Total Pwd. Plant 88 5364178 2633273 207995 124678 o ¢
Transmission Plant 8.9 1102535 436399 18320 410 0 0
Distribuation Plant 8.1 2956047 1002985 160343 178929 0 e
Genoral Plant 8.1 225916 93663 45357 17562 0 A
Sabtotal 812 9695918 4196139 455684
Miscell Plant &.13 0 [ q
Comstruction Work in 8.14 346870 30000000K 000000000
Progress
Plant Held for Futmre Use  8.15 2210 0 0
Plemt Acq Adj & Other Adj 8.16 "o o X0C00000X
7t Excl Nact B1?  1poes99d T s 455684
b .car Fuel 8.18 0o 0 0
Total Electric Plant 219 10044998 413619 455684
GAS
. Intaggible Plant £20 1256 847 o
. Production 821 11631 10194 450
. Underground Storage B.22 119 o (1]
. Other Sonage .23 6 3 0
. INGSwr., Tem & Proc 824 P 0 [/
. Transmissian 825 14129 13450 63
. Distribution 326 20200 269569 44130
- Geserl L 17938 10067 1557
- Subtonl 8238 865279 304324 46200
1. Misc. Plamt 829 o 0 o
.. Comst Work ip Progress  8.30 18073 XOO0O0XX J000000KKX
. Plant held for funwe vse 831 74 0 0
t PlamAcq Adj & Other Adj 832 ¢ 0 HARXHOOOXX
. Total Gas Plam 833 883176 304324 46200
OTHER UTILITY PLANT '
§ "'1 234 0 0 ¢
— 835 T e )
5. af Other Ugility Piant ~ 8.36 0 0 0
1. Common Ptant 837 257664 65151 20063
S. Total Utility Plant B35 yiigetas 4555614 Page 14
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") [Psge15 ~ UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN)

SCHEDULE VI - NOTES TO UTILITY PLANT BY FUNCTIONAL ACCOUNTS (Thousands of $)

{a) Depreciable Property as of December 31:

ELECTRIC: | OTHER:

Total Electric..........9,1 9,613,012 Total OBt e oo 93
GAS: COMMON:

Total Gas...o........ 92 861361 Total Common...............9,8

(b) Effective book depreciation rate for Depreciable Property as of December 31:

Electric  [1} %,Gas [} %.Other WA %,Common [1] 9%, Overall Rate

233,586

il %

{c) Estimated Construction Expenditures include allowance for Funds Used During Construction — Yes x or No
Indicate in total the AFUDC amounts included (excluded) in estimates: Mext Year §$33,169.

(d} Excludes Purchascd Property. Report expenditures, rather than transfers to utility plant.

(¢} Includes Experimental Plan Unclassified; Leascd to Others; Completed Construction Not Classified, and Other

(Specify):

(0 Includes Allowance for Funds Used During Construction; 9,5, - Electric exclading Muclear Fuel $12,318;

Nuclear Fuel$ N/A ; Gas $579; .Other 3371;
(g) Iachades non-current pas $119
(b) Inchudes intangibles $ ;LipeNo.17

(i) Estimated amount applicable to Utility Plant: 9,6
Electric $197,056

Estimated amount applicable o Accum.
Prov. For Depreciation: 97 Electric 346,437

Total §13,268

Gas 360,608 Other $0

Gas

318,714

Other 30

Note: Ling 37, Commmon Plant represents Utility Plant Account 101, $211,424 and CWIP Account 107, $46,240,

L L Y



7y [Page 16 Additional Notes for SCHEDULE VI ]
Company: Cinergy Corp. (CIN)
(1) Electric — PSI Energy 1.0%
Electric - CG&E and its utility subsidiaries 2.9%
Gas - OG&E and its utility subsidiaries 2.9%
Common - CG&E and its utility subsidiaries 313%
(2) Electric, exchiding muclear fuel: N/A, Gas N/A, Other N/A,  TotaIN/A

Page 16



dule 12 - Statement of Cash Flows

shule: XIE- Statement of Cash Flows .
RATING ACIVITIES
« Income 399466
v “‘}m_ Depletionand Amorization 373965
hea. s bcome taxes (Net) 56989
beferved lavestment Tax Credits 9585
\Bowance for Fends Used During Constrction (Fauity) -5813
Other: Repuiatory Assets - Net -5805
Other. -2629
visterisls and Supplied, Fuel Invemosics, Gas in Storage 46409
Accounts Receivable (Net) 963309
Othex: Restricted Deposits -3567
. Otisey Current Assets -51965
. Accounts Payable 761557
. Accreed Taxes 27740
~ Mher, Accrasd Interest -2003
. Mther. Litigation Scetioment 0
+ Other Current Liabilities 29905
- Other: (Net) 29751
* Net Cash Provided by (Used For) Operational Activities 620604
IVESTING ACTIVITES
1. Congtruction Expenditmes (excl. AFDC-Equity) 519574
) -Ehse of other Investments 1]
L. fother vestments o
2. Other: Sale of lsvestment in inconsolidated subsidiary &
}. Other: Inrvestment i uncoasolidated subsidiaries -171298
{. Other; Miscellancous Investments ~76358
5. Met Cash Provided by (Used For) Investing Activities E——
INANCING ACTIVITIES
6. Common Stock Dividends -285242
7. Prefared/Preference Stock Dividends 0
8. Issuance of Lomg-Term Debt {Net Proceeds) 126420
5. lssuance of Preferred/Preference Stock (Net Proceeds) (1)
2. Issuance of Common Stock (Net Process) 1770
i1, Increase {(Decrease) in Short-Tenm Debt (Net) 578463
i2. Redemption of Long-Term Dicbt (Net Payments) 134247
13. Redeampiion of Preforved/Prefomace Stock (Net Paynents) 39393
b 0
I3, ]
$6. Net Cazh Provided By (Used For) Financial Activities 15T
$7. Increase (Decrease) in Cash 303 Cash Equivaleats 11135
1* Tash and Cash Equivalents st Beginning of Year g1915
= ' 1and Cash Equivalenis &1 End of Yaar 93054

Lt Ty N

TWIPar smatroadlNnar

Page 17,
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"™ [Page18__ UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000 ]

Company: Cinergy Corp. (CIN)
SCHEDULE XII - STATEMENT OF CASH FLOWS
NOTES: REMARKS AND SUPPLEMENTAL INFORMATION:

- Line 7 consists of unrealized loss from Energy Risk Management activities of $2,419; Equity in earnings of
unconsolidated subsidiaries of ($5,048).

Page 18



t B~ Schedule XIII- Enployet Dats . e r———

{EDULE XIlI- EMPLOYEE DATA .

cat,40 Electric, Gas axd Other common tatpoyess who devote part of their time %o Electric 28d part t0 Gas, and/or Other Departmens.
N bHts on basis of payroll dollars oc anty other ressonable basis. : )

MBER OF EMPLOYEES

ELECTRIC GAS OTHER TOTAL
\verage for the Year 6893 632 0 1575
\t¥car Ead 6780 671 0 1451
LARIES AND WAGES (Thotsands of $) (1)
Operation and Maintemance 260058 I6SM 9140 105792
Construction : 93785 16706 1307 11798
Dther (describe) 4995 681 43241 48917
Total 153838 53921 53688 466507
NSIONS AND BENEFITS(Thousands of $)
“Jperation and Maintesance 64186 9061 265 75512
Construction 23314 N7 332 27669
Other (describe) 1235 169 10701 12105
L. Total 88635 13153 13298 115286
} Do not include peasions aud benefits

Page 19
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DULE XIV FERE FEnod: sy
auy: CINERGY CORP. .
SCHEDULE XIV SOURCE AND DISPOSITOIN OF GAS
- R
e e B ot eveat T Copaits g
s , Or using mtural gas for enriching, should repost all magufactwed gas quantities at the avexage Btu value as produced prios W mixing or
‘hment
IRCE.
Gas Produced asd Manufactared for Company Supply BTUfe L UNITS(C ; mnfn .
L. Nawmel Gos 14.] o o 0
2. Mamfacwured Gas (x) 142 0 0 o
3. Liquefied Petroloum Gas {for air mixtures) 143 1029 141586 3246
4. Substinrte Natural Gas (SNG)(b) _ 14.2 o o P
5. Gas 145 0 ¢ )
Gas Purchased ,
6. Natma! Gas (d) 146 1029 62728953 2663319
" 7. Mapufacered Gas {a) - ' 147 ] 0 0
8. Ligucfied Petroleum Gas (For it mixnures) 148 o 0 )
9. Substitute Natural Gas (SNG)b) 14.9 0 o °
10. Liguefied Natural Gas (8) 14.10 o 0 °
il. Gas 14 I} 0 0 0
12. TOTAL GAS PRODUCED AND PURCHASED i4.12 0 62570539 269585
THER
3. Tremsportation Gas . 14.13 1029 46776127 0
14, Exchamge Gas Received {Delivered et 14.14 0 o o
 Company Owed Gas From Undergsound Storage (Nes) 1.5 1025 3974 2
Changs in Other Sworage (Ned) 14.16 o o o
17. Gas Usal in Further Production 14.17 o 0 0
18. Compressor Station Fuel 14.18 ¢ 0 0
19. Company Use snd Isterdeparmmental Transfers (¢} 14.19 1029 296181 788
20. TOTAL SUFPLY AVAILABLE FOR DISTRIBUTION 14.20 0 108354459 26879
21. Oriher Production and Purchase Expenses 1421 00D 000000 [
22 Other Adjustments {d) 1422 X000 XDOXXX0000 45450
23. TOTAL PRODUCTION AND PURCHASE EXPENSES {f) 1423 X000000K XXK0000 223349
24. Sakes o Ultinate Consumers (g) 14.24 1029 60678138 X2OOXXX
25. Sales for Resale () - 1425 1025 3isz05 XX0OOKXKX
26. Trauspostation Gas Delivered (i) 14.26 1029 48073609 20000
27. Other Deliveries (Specify) 1427 ) 9 20000000
28. TOTAL SALES AND DELIVERIES (Lines 24 ® 27) 14.28 0 108069952 XOOOODO0OK
29. Qtber Disposition of Gas (Lincs 20 misus 28) (<) 1429 0 284507 X000
30. TOTAL DISPOSITION (Linc 28 snd 29) 14.30 0 109354459 XOOOOKXXX
3) Less dun 900 Bre/e £
b) 900 Bew'c.f and above
c} Inclades Unaczountad for Gas .
#  <hdes: Refunds for Gas Purchases in Prior Years on Line 14.31 1597
— st(adib)hdefﬂ'{adpsmmune . 1412 _...__.:'?‘s._:’.
€ adeadl gayused in operations. i d
) Should sgree with Line 5, Schedule IV
#) Sbould agree with Line 15, Colune 1, Schedule XX.
1) Should agree with Line 16, Column 1, Scherule XX. Page20. .
) Should agree with Line 18, Schedule XVIIL ’



dule XV - Gas Transported for Others
wyamy: CINERGY CORP.

edule XYHI - Gas Transported For Others (Exchading Exchanpe Gas)

wﬂsjmmmmmcoﬂsumsmmmm

LEEINC ISRy g

State: X
Afmoun of Gas Trazsporation )
ansported Revenues (2) Average
{Thowsands of £} Customers ~
4363097 14680 3923 ".
6083156 12101 5162
2330337 159 35
3856178 7128 501
22258001 15998 | 163
0 0 0
4652006 ry i) 1]
0 0 0
0 0 0
0 0 0
) 0 0
1572794 2991 454
o 912250 1181 13
47032819 55952 45563
0 0
1040790 0 0
000 152,00 1.00
48073609 56304 45564

sered 1o Residential Customers 1,1,
Delivered 0 Commescial Custorners-Firm 18,2,
Delivered to Commerrial Customers-Interuptible 18,3,
Delivered 10 Industrial Customers-Finm 18,4,
Delivered to Industrisl Customers-laterruptible 18,5,
Delivered w0 Electyic Generetion Consumers-Firms 18,6,
Delivered to Electric Generation Consunners- 18,7,
Delivered w0 Nomility Generators.Firm 13,8,
Delivered o Nooutility Geoerators-Interruptible 18,9,

). Delivered 10 Refueling Stations for Veicular Fuel-Firm 18, 10,
. Delivered 10 Refueling Stations for Vehicular Fuel-lnterr. 18, 11,
! Ddivered w0 Other Consumers-Firm 18, 12,
;. Delivered ©© Otber Consumers-Intermuptible 18,13,
1. Toml Delivered 1o Uimate Consumers 18, 14,
ELIVERED TO OTHERS

s -}ndhylﬂﬁnnmﬁomms(c} 18,15,
5. For Resule by Local Distribution Companies 18,16,
% Fm"leebYDﬂms 18,17,
. TOTAL TRANSPORTATION FOR OTHERS (d) 18, 18,
¥ Tunq:oluﬁonmmlmdonreodpts or O ddivuiu

3) Tmmdmdehmdmmeuhmmm(aﬂm}sysowudbyﬁeulmummmd

detivered w0 the uhimate consumers meter by the tanspones.

3} Tnmpanﬁmofpsdeﬁvandtnoﬁmsudowmdbyﬂ:ulﬁmﬁ: conswner {end user) is gas owned by the ultinare

consumer that i not delivered o the ohtinaie consumer's meter, instead R is delivered t anather ransporter for

funber ransportation. -
d) Shwldlglu:mlhl.mZG

latz:. Companies filing. FERCfomllshotﬂdmbmnmm of their comparable schedule in sddition & completing the above schedule,

BE N oam a4+

L B L
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ule XVIII - Gas Trantposted for Ohers

LRI BRAL LAt

say: CINERGY CORP. Sute: OH
lule XVII- Gas Tramponted For Othens (Excluding Exchange Gas) Asount of Gas T )

o Transporicd Reveaues (3) Average

¥73D 0 ULTIMATE CONSUMERS (END USERS) {b) M-Thenrs (Thousands of $) Customners

. redw Residential Customers THR £368097 14680 39235
Deliveredto Commacial Customers-Finm 18.2, 5934315 11758 5149
Delivered io Conumercial Cusiomirs-Interruptible 8,3, 1990189 133 ®n
Dedivered to Industrial Customers-Firm 18,4, 2019827 5086 410
Delivered to Industrial Customers-Intermeptible 18,5, 19243105 14210 145
Deliversd 1o Electric Geaeration Consuroess-Firm 18,6, ¢ 0 0
Delivered to Elctric Generation Consumers- 12,7, 4652006 m 0
Delivered o Noautility Generators-Fing 18,8, 0 0 0
Delivered to Nonutility Generators-Invrruptible 18,9, 0 0 0
Deliveres 1o Refueling Stations for Vehicular Fuel-Firm 18,10, 0 0 )
Delivesed w Refcling Stations for Vehicular Fuel-Interr. 15, 11, P 0 2
Delivared o Otlver Consumers-Fiom 18,12, 1844679 2685 448
Belivered 10 Other Consumers-Intesruptible 18,13, 1817753 1109 2
Total Detiverad 1 Ultimate Consumers 18,14, 42369981 s13s 45487

LIVRRED TO OTHERS '

’} i by Uktimate Conswiners {c) 18,15, 0 (] b
For Resale by Local Distribution Companics 13, 18, 1040790 o 0
For Resale by Others 18, 17, .00 35200 100
TOTAL TRANSPORTATION FOR OTHERS (d) 18,18, 43410771 51490 45488

+ Trassportation revenues are based an receipts or B deliveries

j Transportation of gas delivered 10 the uimate consumer (end wxer} is gas owped by the ultimate consumes and
delivered to the ultimate consumers meter by the ransporter.

1 Transportation of gas delivercd to oihers and cwoed by the ulimate consumer {end uscr) is gas owned by the uitisate
consumer that is not detivered 10 the ultimate consumer’s meter, instead it is defivered to nother transporter for
further ransportation.

) Should agree with Lime 246

ne: Companies fiting FERC form 2 should submit-a copy of iheir comparable schedule i addition t compleling the above schedule.

Page 22

W W PR o cmnm b oom BT e B ww By wae Puar-iler  WERAws e S PR



wule XV - Gas Trnsportad for Others
ipany: CINERGY CORP.

sdule XVl - Gas Transported For Others (Excluding Exchunge Gas)

PR TO ULTIMATE CONSUMERS (END USERS) (b}

A UE FYsARy, LW

*  Sote
A;m( of Gas T . .
ransported Revenues (a) Average
D-Therms (Thousands of $) Castomiess N
0 o ¢
0 o 0
20003 1) 1
¢ 0 0
1902 3n 5
| 0 o 0
0 o 0
0 o 0
0 o 0
0 0 o
H : 0 1]
0 0 [
0 0 0
801905 n2 &
] L1} 4
L] L] g
0.00 0.00 8.00
201905 mn é

- crod to Residential Customers 15,1,
Detlivered to Commercial Cuswmers-Firm 18,2,
Delivered to Commerial Customers-Interruptible 18,3,
Delivered to Industrial Custoners-Firm 18,4,
Delivered to Industria] Customers-Interruptible 18,5,
Delivered to Electric Generation Consumers-Firm 18,5,
Delivered to Electric Generation Consumers- 14,7,
Deﬁqumﬂmu'ﬁgvsmmm-ﬁm 18,8,
“Delivered to Nowstility Generstors-Interruptible 18,9,
Delivered to Refueling Statioas for Vehicular Fuel.Firm 18,10,
Delivered o Refucling Sations for Vehicutar Fuel-Intert. 18,11,

. Delivered % Other Consumers-Firm 18,12,
Deliverad 0 Other Consumers-Internuplible 18,13,
i. Total Delivered w0 Ultimate Consumers 18,14,
ELIVERED TO OTHERS
[ E d by Ultimase Consumers (c) 18,15,
5. For Resale by Local Distribution Companics 18, 16,
1. ForRessle by Others 18,37,
8. TOTAL TRANSPORTATION FOR OTHERS (d) 18,18,
1} Transportation revenurs are hased on receipts ot @ debiverics

2) TWofwammem(dm}kpMWMMwmm

delivered to the ultimate consumers meter by the transporter.

;) Tramspartation of gas delivered o others and owned bry the nitimate comsnmer {end user) is gas owned by the uhimate

consumer that is not delivered tn the vliimate consume©'s meter, instead it is delivered to another transporter for

further Gransportation,
d) Should agree with Line 26

lote: Compamies filing FER.C form 2 should submit a copy of their comparsble schedule in sddition to completing the shove schedule.

- - -

- e - ® 4 me
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Sule XVITT - Gas Transporiod for Others

pany: CINERGY CORF.

dhule XVIT1- Gas Transponied For Otbers {Excluding Exchange Gas)
.

b o ’in TO ULTIMATE CONSUMERS (END USERS) (b)

1 M0RS FETMOG LAARS
State: KY
Amount of Gas Transportation
Transported Revenues (a) Avenge
M-Therms {Thousands of 5) Customers
0 0 0
148831 M3 n
320145 251 6
936351 2043 n
2232994 1457 B
0 o 0
0 0 0
0 0 0
o o 0
0 0 0
0 . ¢ 0
128115 306 3
94497 7 1
3360913 4502 70
0 0 0
o () 0
0.00 0.00 0.00
3860033 4502 %

“tred to Residential Customers 18,1,
Delivered o Commercial Customers-Firm 18,2,
Delivered to Comsmnercial Castomers-ntarruptible 18,3,
Delivered 1o Industrial Customers-Fim 18,4,
Delivered to Industria} Customers-Interruptible 18,5,
Delivered w0 Electric Generation Cousumers-Firm 18,6,
Delivered to Electriz Generation Consunmers - 18,7,
Delivered to Nonatility Generators-Firm 12.8,
Delivered w Nooutility Generators-Intermuptible 18,9,
Delivered o Refucling Sations for Vehicntar Fuel-Firm 18,10,
Delivered to Refucling Sttions for Vehicular Fuch-loterr. 1811,

. Deliveged to Onher Consumers-Finm 18,12,
. Delivered 10 Other Conswners-Intemuptiblc 18,13,
l.  Total Detiversd wo Ultimate Consumers 18, 14,
mm OTHERS

¥ ind by Ultimate Consumers {c) 18,15,
i.  For Resale by Local Distribution Companics 18, 16,
1. ForResale by Others I8, 17,
3. TOTAL TRANSPORTATION FOR OTHERS (d) 18,18,
1) Transportation revenucs arc based om roceipts or D deliveries

») Tramsporatios of gas delivered o the ubtimate consumer {end uscr) is zas owned by the ultinate consumer and

delivered vo the ultimate constmers meter by the mansporter.

s} Transportation of gas delivered to others and owned by the uhimate comsumer (end user) is gas owned by the ultimate

d) Should agree with Linz 26

tote: - Companies filing FERC form 2 skould subsmit a copy of ther comparable schedule in addition 30 completing the above schedule. ..o oo oo

-~

mmﬂntism_nddivudlomeulﬁmhems meter, mstead it is delivered o another transporter for

furdher transportation.

——

E T I T Y T . U T
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EDUILE XIX L T L

SCHEDULE XIX - GAS USED FOR ELECTRIC GENERATION

A R

w }m:ehedukiswumnmdmwmwuseﬂhﬂwmﬁmddﬂﬁtyﬁxnkhchﬂhgmmbywlﬂmﬁm

. wheresuch gas does not Bow through the gas department #nd is therefore not cousidered a sale. Where revenues are oot dexived from the gas
in tramsters), please report the cost of the: gas. Gas incleded in Lines | and 2 of the scheduke should ako be reported in Schedule XX, Lines 7

8. Companies operating in more than one statc should complete this schedule for each staie i which they operate. Enter count of indusirial

tomers who Bl into more than ooe category only in category of greater wsage.

JLUDED IN SALES IN SCHEDULE X3X(: Volumes Revenue Customers
{000 of 8) {Avengs)
Electric Generation - Firm(a) 19.1 0 o o
Electric Generation - Interruptible (a) 192 0 0 o
MNonwtility Genenation « Firm (a) 193 0 0 o
Nooulity Geneation - Iaterrptibile (2} 194 0 0 0
Towl Sales for Eloctric Genenntion 195 0 0 )

TERDEPARTMENTAL TRANSFERS (Not reported in Schedule XX)

Gas used in Elec. Gen. by reporting company if not shown in line
I a2 {including gas used by electric department of Combination

Compasies and the Corresponding Costs) 196 0 0 )
TOTAL GAS USED FOR ELECTRIC GENERATION 197 1] 0 o

) Govermment Services included in above;
B [1) . i) (1]
iMruptible ] 0 ’ 0
}.  Toml Government Service ) 0 )
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) | Page26  UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 1

Company: Cinergy Corp. (CIN)
SCHEDULE XIX - GAS USED FOR. ELECTRIC GENERATION

NOTES: REMARKS AND SUPPLEMENTAL INFORMATION:

~ Vohmnes of gas 10 Cinergy's clectric generation units is accounted by the gas department and therefore is listed
in Schedule XVIIL. '



SSIFICATIONS OF GAS YOLUMES, REVENUES AND CUSTOMERS
veay: CINERGY CORP.

LY L Y R VPR

Sale: X
_.Ac XX - CLASSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

ummhmmmmmmmmmmmhmmqm

Data for Al Types of Gases EXCEPT BOTTLED GAS.

Avmgeumiu-ofbilkmdadshﬂdhhsdmﬁdvemﬂhﬁmﬂﬁhnmmﬂqaﬂmuchmm
w. * for umread meiers of sctive custourz. Enter count of customers who Fall imto move than one category ouly in category of
idential Heating Data: Furnish estimates, if figures are not available directly from company reconds, of all residential heating
iude smounts sssocizted with other spplisnce usage of these customers.
mruptible: Include those customers whose service ntay be intermupied enly duriug emergencies, are o be considered firm. If aory
idential, "other”, or resale categories are intemruptible, please List the appropriatz terms and doliars on a separate sheer. (F8 for More

sey Sales(Cotwmns | and 2, Lines 11,12, 13, and 14) Inchude Data Pertaining w0 sales and revenucs in FERC Accounts 482 and 484.

her Operiting Revenues(Line 19): Iniclode total FERC Accounts 485 dovogh 496.

Vahmes Revenues Customers
- Unis(c) @) (5000) (&) Average Year End
sidential Sales Coburm 1 Cohsnm 2 Column 3 Coluun 4
i. With Heating 20,1, hisisie 287153 395799 407633
2. Without Heating - 202, fy 0 0 0
ymmercial Sales
3. Fim 203, Yexss1s 110328 39058 20439
4. Imoruptible 204, o 1] Io
whustrial Sales -
5. FamrExcluding Electric Generation 20,5, basos7o 17785 1447 1557
6. Interrptible-Fxchuding Electric Generation 20,6, 0 0 0
1 ‘Frumnﬁm
* eetric Utilities Firm 0.7, |o 0 [ 0
& Elctric Utilities-fntsrnuptivle 204, by 0 0 ¢
9. Nonutility Generation-Firm 10,9, )] 1] o
10 Nowutility Geaeration-intenupitible 20,10, ) 0 1] ]
hher Sales
11 Refucling Stations for Vehicular Fuel 0,1, 0o 1] o
t2 Municipal and Other Public Authorities 20.12, lyo67868 12564 1327 1354
13 Imtendepartnental 20,13, hhaazos 788 0 )
14 Cthex - 10,14, 0 0 o
15 TOTAL SALES, LINES 1 THRU 14 20,15, 943 429218 437631 450053
16 Gas Ushities{for Resale) 20,16, §312143 2545 1 t
I7. TOTAL GAS SALES, REVENUES, CUSTOMERS  [20,17, laoos7084 431763 437632 450984 .
18. Tnm Volumes to End Usars 20,18, Le2350438 55886 45506 33472
19. Other Opérating Revenucs T 20,19, 5212 -
20. Less Provision for Rate Refund 20,20, 0
21 TOTAL GAS OPERATING REVENUES (c) 20.21, 4923801
22.  Average BTV as Distributed 2022,
3 ’J;illuedltdiﬁamsnuuhwﬁommatmmlhen.iﬁﬁmﬂﬁhh:fwﬁmlsi 0 per cubic foot
L .. udes unbilled revenues of mS 32886 for 2803407 ou line(s)

{c} Should agree with Schedule B, Gas Cohonn, Line 1.

Note: Figures for cach class of service, other than gas for resate, should sgree with Schedule YO,



SSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS Time Period: 2000
pany: CINERGY CORP. Swiz: OH

wdule XX - CLASSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

panies operaling ia more than one state should complets this schedulz for each state in which they operate.
"‘w)tmufm.\nrypeomms EXCEPT BOTTLED GAS.

kvangcmh»fblllsmdmdMhbﬂdm“ﬂnmﬂhﬁpuuuwwmmmmmhm

Wi, .07 unread meters of active customers. Eater count of customers who fall inte more than one: category only in category of

ideu‘anal‘-gDan:&uﬁﬂ:sﬁmh:,ifﬁgmmaﬂwﬂﬁkdhcﬂyﬁmmymds.oﬁﬂmiduﬁdhuﬁng

wde mounts associated with other appliance usage of these cusiomers.

muptible: Inchude thase costorners whose service may be imterrupled only during emergencies, sre to be considered firm. 1f amy

dential, "other”, or ressle caiegories are intemmuptibie, please list the spproprisie serms and dollars on s sepamete sheet. (F8 for More

w Sales(Colunws  and 2, Lines 11,12, 13, and 14): Include Data Pertaining W sales and revenues in FERC Accounts 482 snd 434,

rx Operating Reverues(Line 19): Iniclude wtal FERC Accounts 435 through 496.

Volurmes Revenues Customers
Unis(e)  (n) ($000) (b} Average Year End

iidential Sales Cohurm 1 Columan 2 Column 3 Column &
1. With Hesting 201, I51475869 226868 314144 IM671
2. Without Heating - 202, 0 0 0
mmercial Sales

3. Fm . 203, h12927760 87928 11943 13219
4 Interruptible 204, 0 ) 0
instria] Sales

5. Firm-Exchuding Electric Generation 205, ?07 1020 13016 1182 1292
6. Interruptible-Exchuding Electric Generation 206, by 0 Y 0

r 3 werRbon

" anic Utilities-Firm 20,7, [ o 0

8. Electric Utiiies-Interruptible 208, 0 1] 0

9. Nonutility Generation-Firm . 205, 0 0 0

10 Nonotility Generation-Intermmpiible 20,10, 0 0 (1]

ber Sales

i1 Refueling Stations for Vehicular Fuel A 20,11, 0 0 Ao

12 Mamicipal and Other Public Authorities 212, F(l)-uzw 974 914 99

13 Interdepartmenta) 20,13, 128506 757 0

14 Other 3 20,04, §p ] ]

15 TOTAL SALES, LINES | THRU 14 20,15, L4a115452 337543 348183 3121

16 Gas Utilities(for Resaley 20,16, by 0 1} o

17. TOTAL GAS SALES, REVENUES, CUSTOMERS 20.]_7, 48115452 137843 348183 360121
I18. Transportation Vohmmes w0 End Users 20,18, k7673980 51072 45430 38394
19. Other Openting Revesves ' B F- 5L N I 4311

20. Less Provision for Rate Refund 20,20, 0

21. TOTAL GAS OPERATING REVENUES (c) 2021, 392926

22, Average BTU as Distribuicd 2022, 1) 29
)“Hj'ﬂdnﬁﬁmnmmm&nlﬂommmnhdmmmmbm 0 per cubic foor *
' les unbilled revenses of m$ - 16299 : for 2275549 on line(s) ?

) Suould agree with Schodule I, Gas Coluam, Fine 1. - -
iote: Figures for cach class of service, other than gas for resale, should aprec with Schedule XXTIL

L - - . e . s - - L



SSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

pany: CINERGY CORF.

MXX-MSIHCAHONSOFG;\SVOLUME.REVENUEANDCUSH)MERS

mzmnmﬁnmmmmmmrmmhmhwmmm

Data for All Types of Gases EXCEFT BOTTLED GAS.

# Avempe number of bills rendeved should be based on twelve monthly figures. Hllities not reading all meters each month

w niorumulmofmﬁ\'tms. Enter count of cestomers who falt inks more than one category only in category of
adcntia]l Heating Data: Furnich estimates, if figunes are not available directly from company reconds, of all residential beating

wude amounts associated with other sppliance usage of these cusiomers.

avuptivle; Include those castomess whose sarvice may be intemmupied only

ceTgencits, are to be considered firm. 1f any

during
idmti:l. "ather”, O resake categorics arc inlerruptible, please tist the appropriate scrms and dollars on a scparate sheet. (FA for More

Cobamas  and 2, Lints 11, 12, 13, and 14): Iachude Data Pertaining to sakes and rovenues in FERC Accounts 481 sad 484.

u:tOpentmg RevemiesiLine 19): Inichede total FERC Accounts 435 through 496.

sidential Ssies
1. With Heating
2. Without Heating
wrnercial Sales
3. Fmm
4. \sterruptible
duatris] Sales
5. Fom-Exciudimg Electric Genemation
6. lmcrroptibie-Excluding Blectric Generation
¥ ;;enuam
* wetric Utilities-Fam
8. Electric Utilities-interruptible
9. Nomuility Generation-Firm
10 Wonutility Geaerstion-Interuptible

Mher Sales
11 Refueling Stations for Vehicular Fuel

12 Mumicipal and Other Public Anthoritics
[} Imtordepartincatal
14 Other

15 TOTAL SALES, LINES 1 THRU 14
16 Gas Unilitics(for Resalc)

17. TOTAL GAS SALES, REVENUES, CUSTOMERS

18. Temsportation Vohmnes o End Users
19. Otber Opaating Revemues = - -
20. Less Provision for Rate Refund

21. TOTAL GAS OPERATING REVENUES (c)
21, Avaage BTU g5 Disgibutod

ANOC FETWN LU

- Stete

ilied at different B value from that shown on Line 22, indicate B value for billing: ~ ©

des unbilled revenuesofm$ 34

'_c} Should agree with Schedule 11, Gas Cobenn, Lise §.

Note: Figures for each cless of service, other tham gas for resale, should agroe with Schedule YOI,

Volumes Revenues Customers
thits{c) {a) (5000} (b) Aversge Yesr Exd

Columa | Cohamn 2 Colutrm 3 Column 4
20,1, l4pogad 87 53N 5384
202, 0 0 0
203, bhsie62 1538 642 659
20r4- $0 [1] ) [ ¢
205, ho7239 535 20 18
20486, 0 0 Io
20,7, (1 1] 0
208, 0 9 o
209, ] 0 0
20,10, /] 0 0
2L, 0 0 0
20,12, ls0550. 347 6l &0
20,13, o Y
20,14, ° o
20,15, foo403 6297 6034 6121
0,36, ly13143 1334 ' 1
20,17, 81226546 7631 6035 6122
20,18. 798632 312 6 6
20,19, L a2 - e
2020, o
2021, 7935
2022, 0y 025

per cublc foot.
for 30744 onlinefs) 2 i
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SSIFICATIONSOFGASVOLUMES,REVENUESANDCUSMS

pany: CINERGY CORP.

edule XOX - CLASSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

ies Operaing in more than one state showld complete this schedule for each state in which they operate.

Data for Al Types of Gases EXCEPT BOTTLED GAS.

Awmmmmmuuubmdmmmuﬁgmummmmmmm

N -lurmﬂdnﬂu:nftcmem Enter cound of custemers who Eall into more than one catcgory only in category of
idential Heating Data: Furnish estimmates, if figures wre not available directly from company records, of all resideatial heating

lude amounts associated with other apphance usage of these customers.

srupiidle: Include those eystomers whose service may be interrapted only during emergencies, sre 1o be considered firm. I sy

identis}, "other”, or resale cwtepgories are imemuptible, please list the spproprists serms and doflars on & separpie sheet. (F3 for More
wer Sales(Cohorxs | and 2, Lines 11, 12, 13, wnd 14): Include Dan Pertaining 1o sales and revenues im FERC Accounts 482 and 484,

er Opersting Revetues{Linc 19). Iiclude total FERC Accounts 485 doough 496,

sidential Sales

l. With-Heating

2. Without Heating

mmercial Sates

3. Fim

4. Intaruptible

dustrial Sales

5. Fim-Exchading Electric Generation

6 Inmervuptible-Excluding Electric Generation

B. Electic Utilities-Interruptible
9. MNogutility Geaeration-Finn
H Nosutility Generation-Interruptible

ther Sales
1t R:ﬁ)ehngsmﬁ)r\'d'lmﬁlel

12 Municipal and Other Public Authorities

13 laterdeparinental
14 Orther

IS TOTAL SALES, LINES | THRU 14
16 Gas Utilitics{for Resalr)

7. TOTAL GAS SALES, REVENUES, CUSTOMERS

_1s_ Tmsp-wtm Vohmes 1o End Users

19. Wopﬂlﬂnskmus
20, Less Provision for Rate Refund

2t. TOTAL GAS OPERATING REVENUES {c)
21.  Avctage BTU ay Distributed

" )Httﬁhuﬂmmﬁmm:mmmmzz,hﬁmnmm fir billingg @

t- .. fes unbilled revemres of m$ 5193

Time Perind: 2000
Saic; KY
Volurnes Revenuzs Cuctomers
Unitsfc) (a) (5000} (b} Averepe Year End
) Colurmmn 1 Colnma 2 Colutom 3 Cﬂhlﬂllr 4
20.1, Jrissons 57008 15344 71518
202§ 0 g 2 P
203, B105952 20862 64T 6569
20,4, o 0 D
205, 1612620 404 245 247
206, In o 0 0
20,7. 0 0 0
208, Iy 0 0 o
20,9 o 0 0
20,10 o o IR .
2011 0 ¢ 0
20.12. la9sa12 3243 352 355
20.13. k3700 3 0 0
20,14, 0 v 0
20.15.§) 1645088 5378 23414 84741
20,18, Ig 1211 0 0
201791 1645088 86589 $3414 34741
20,18, fxg77817 4502 7 3
20,19, 859 h
20,20, o
20.21, 91950
20,22, 1} 034
per cubic foot.

for 497114 onlinefs) 2

%) >uould agree with Schedule 11, Gas Colunw, Line 1.

lote: Figures for each chass of sexvice, other than gas for resale, should apres with Schedule XXIIT.
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I Page 31 UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 j

Company: Cinergy Corp. (CIN})

SCHEDVULE XX - CLASSIFICATION OF GAS VOLUMES, REVENUES REVENUES AND CUSTOMERS

NOTES: REMARKS AND SUPPLEMENI‘AL mFORMA'I'ION

{d} Scheduled XX Classification of Gas Volunes, Revennes, Revenues and Customers will not tie to tine 14 of
Schedule XVIH Gas Transporicd for Others, due to Schedule XX requested sales information, wherm
Schedule XVIII is gas transportation information.

{¢) The total system page automatically sotals Cinerpy’s utility subsidiarics, consolidates the average B statistics,
and does pot incleds pon-utility and inter-company information. Thesefore, Schedule XX, line 21, cohmm 2

will not tie to Schedule I, Tine 1, colemn 3; and Schedule XX, line 15 will not tic to Schedule XIV, linc 24,
column 2.

Page 31
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EDULE 000
say: CINERGY CORP.

IEDULE XXI1 - MAXIMUM AND MINIMUM DAY SENDOUT (M-DEKATHERMS)

L SN BT} TERITY Y

q“ pt
3 ): Report smaliest/greatest sctual total gac sendout occuming in a specified 24-hour period. If contract with: pipeline supplier(s)

Reguar Production()

Peak Staviop Faciliies

Purchases

Coupany Owned Undergrousd Storage

Withdrewn from Other Storage(d)

Other Supply ( )
TOTAL

Date raximum or Mimomm occurred.

Sendout W fnerruptible Customers

Curtaibnent of interruptible Custirmers

Avenge Temperature ou Day of Maxizmm

Inchuding nanmal gas and/or camifachored
 Me company owmed pas which is stored
" udes supplies withdrawn from buried
Show bmasportation vofumes here.

ity unal all firm requirements of your cormpany will be supplied, please check bere.

.1

23
n4
s
126
7

28
129

1.10

Maximern Day
Sendout

1497

833778

k111

865591
01222000

Page 32
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IDULE XXV e e a
oy= CINERGY CORP. State: X%

EDULE XX V1 - MILES OF PIFELINE AND COMPRESSOR STATION DATA

AR

)IONS: Companies operating, in more than one state should complese this schedule for each stete in which they operate.
4. . SATHERING: Include pipc transporting mataral gas from individual wells 0 compressor station, processing poind, or mein trunk pipe hine,
shevey is located dosest i wells on the line system.
\NSMISSION: lnﬂﬂcmnmllkplpehlsmdbﬂuchhmulmpomngpsmntygneswbmremilsmmcems,aswdhsmbsndlmy
ler fines not includéd in field and gathering
TRIBUTION: Imhﬁemmdpmeunspmmggasmmilwmuus.

ALL TYPES OF GAS
Gross New Mileage Instailed During Totm? Mileage as of
Year {a)
Steel Plastic " Other Steed Plastic Oty
Field & Gathering 26.i o 0 0 0 0 0
;urgmlmd Storage 162 ] 0 o 0 0 o
nsssion 263 0 0 0 350 o o
Distribution Mains (Totl) 264 1 102 -3 1358 1474 1191
New 6.5 -1 102 -3 ] 00000000 X0000KX 30D00000K
Replacement 26.6 o 0 , o 1 000000 XOO00O  X000008XX
Distribution Scrvices (Total) 26.7 25 201 1 £35.00 3147.00 1496.00
New 268 .25 201 1 00000000 00000000 0000000
Replacement 269 G.00 0.00 0.00 XD000COX. 30030000 0000000
}  TOTAL MILES 26.10 26 303 28 4543 4621 2647
OMPRESSOR STATION DATA (b)
Ficld Storage Tassmission
1. Number of Active Compressor Stations 26.13 . o ) 1]
2. lostalied Compressor Homsepower 26.14 0 0 ¢

1) InClude replacement and new pipc, even though not yet placed in service
3} Do not inchude Boosier of pumping stations used within a local distribution system.

o
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EDULE XX VI ' 1ENE Fenod: 2000
pany: CINERGY CORP. . St OH

EDULE X3V - MILES OF PIPELINE AND COMPRESSOR STATION DATA

ﬂk‘lONS: Companies tperating in move than one statz shoukd complete this schedule for each state in which they operate.
L. .. GATHERING: Include pipe trunsporting naturl gas from individual wells to compressor station, processing point, or mais trmk pipe line,
thever is focalad closest i wells oa the line system.
ANSMISSION: Inchude maiz trvmk pipe lines 1ad branch lines transporting gas to city gates of between retall service areas, as well as subsidiary
ter limes ot inchded in fiekl and gathering.
TTRIBUTION: Include mmins and pipe transporting gas within retal service areas.

ALL TYPES OF GAS
Gross New Mileage Instalied During Touwal Milcage s of 1273
Year {a)
Stecd. Plastic Other Steel Plastic Other
Sield & Gathering 261 0 0 0 0 o
‘ ) spround Storage 262 o o 4] )] 1]
Asnassion 263 0 0 1) 217 0 1]
Dismibution Mains (Total) 264 5 77 -5 : 26k6 1122 1013
New 2635 5 77 -5 00000 0000000 30D000XKXK
Replacement 266 0 o o X000 X20000000 X000
Distribution Services (Total) 637 -19 144 30 T 693.00 2452.00 1249.00
New 263 19 44 | 00000000 X000XKNNX X00DT0XX.
Replacement 269 0.00 000 0.00 000000 XD00BX 30000000
3 TOTALMIES '/ 26.10 24 21 35 353t kL7 267
OMPRESSOR STATION DATA (b)
Field Storage Trassmission
t.  Numbes of Active Compressor Stations 26.13 ¢ 0 1]
2. Insalied Compressor Horsepowes ) 26.14 0 ' 0 ]

1) Include replaceament sl new pipe, cven though not yet placed in service
+) Do oot inchxde Booster or pumping stations wsed within a local distibution system.
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EDULE XXV1
pagy: CINERGY COBP.

EII:‘DU!EXXVI-M[[BOFPIPEUNEANDMSD&STA“ONDATA -

I e

jnous mmsmmmmmmmmmmmmuenmmmmw
L. . GATHERING: WemmmmMWthmwmmwmmwﬂm
ichever is located closest to wells on the Eine system
ANSMISSION: Inchude maim truak pipe imes and branch lnes tansporting gas 1o city gates or between retail service mreas, as well as subsidiary
dex lines not inchuded i field ind gathering.
STRIBUTION: Inclnde mains and pipe transporting gas withdn retail service areas.

§ AMENG 4 WA S g

Stare: I

ALL TYPES OF GAS
Gross New Mileage Installed During Total Mileage as of 1273}
Year (a)
Steel Plastic Onher Steel Plasbe Other
Field & Gathering 26.1 0 0 0 0 0 0
dapmd Swrage 26.2 [} 0 ] 0 4] 0
asmission 263 0 0 ¢ 4 ] o .
Dm Mains (Total} 264 0 o 1 121 13 1
New 25 0 o 3 1 0000000 X00D00OL  J0000KXX
Replacement 26.6 o o [y X000 X000 20000000
Distribwtion Services (Total) 267 2 4 1 23.00 5000 400
New %8 2 4 1| 0000008 XI0000000  XIO0KXXX
L Replacement 269 0.00 0.00 0.00 XI3OOD0OXE, 33000l X000
0 TOTAL MILES 26.10 2 4 4 M8 n 5
JOMPERESSOR STATION DATA (b)
Field Stomge Trosmissica
I.  Number of Active Compressor Stations 26.13 0 o o
2. Installed Compressor Horsepower 26.1¢ [} 1] 0

a} Inchde replacemint and new pipe, even though not yet placed in service
b) De nol include Booster or pumping stations used within a loca] distribution system.
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EDULE XXV1 Time Period: 2000
bany: CINERGY CORP. ‘ Stae: KY

HEDULE XX V1~ MILES OF PIPELINE AND COMPFRESSOR STATION DATA

i TIONS: Companies operting in more than one state should complete this schedhle fix each state in which they operate.

1I» & GATHERING: Inchude pipe tnnsporting saivral gas from individual wells to compressor station, processing point, or main truuk pape line,
ichever is located closest to wells on the Tine systan.

ANSMISSION: Yackide main trunk pipe lines and branch lines transporting gas 10 city gates or between retail service areas, as well as subsidiary
dex fines pot inchided in field and gathering

STRIBUTION: Inchde mains and pipe transporting gas within retal service areas.

ALL TYPES OF GAS
Ciross New Mileage Installed During Total Mileage 85 of 12731
- Year (a)
Steel Plastic Other Steel Plastic Other
“’-;.Iid & Gathering 261 0 0 1] 0 0 9
: sppound Swnage 262 0 ] 0 0 Q 0
- .ansITISSi0N 263 0 0 0 29 0 0
Disribution Mains (Fotal) 26.4 4 25 -1 621 .39 172
New 265 4 25 -1 20000000 0000000 200000000
Replacement 26.6 o o o DO200000 V00000 200000008
Distribution Services (Total) 26.7 -4 53 0 114.00 435.00 241.00
New 263 -4 X} 0 | X000 XO00IIKX  X2000000¢
- Replacernent 269 000 0.00 0.00 DOOOC X2000DODT X000
¢ TOTALMIES 2610 0 78 -1 : 864 934 413
OMPRESSOR STATION DATA (b)
Field Storage
1.  Number of Active Compressor Stations 26.13 0 0 0

2. Installed Compressor Horsepowes 26.14 0 0 0
8) Inchede repiacement and new pipe, even though not yet placed in service
b) Do not inchide Booster or pumping stations used within a local distribirkion syster.

J
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EDULE XXV
pany: CINERGY CORP.

CONFIDENTIAL '
N Construction Expenditures i
{Thovsands of $)
Actnal Estisated
ALL TYPES OF GAS
2000 200 2002 2003 2004
2
Intangible Plant 2t 0 0 0 0 o
General and Miscellaneous Plant 212 1557 1945 1488 1531 1579
oduction
SNG Plant 213 of 0 0 0 0
LNG Plant 274 o 0 0 0 0
- NG Ships ns 0 0 0 0 0
Propane Plani 6 450 962 989 to17 1047
Explorstion & Drilling 2.7 o 0 0 0 Q
Other (specily) 2.8 [ 0 ' ¢ o
TOTAL PRODUCTION 79 450 962 989 1017 1047
0. New & Replacement Pipelinas 27.10 0 0 0 0 0
1. Compressor Stations 7.1 63 0 ] ¢ 0
2. Otber (specify) mir ° o 0 0 o
3 YOTAL TRANSMISSION T na 311 0 ¢ 0 o
w4
4. Undergrousd Storage 7.4 ol 0 ° 0 ol ~.
5. NG Storage, Terminaling, & Processing .18 0 0 0 0 o
16.  Other (spesify) 716 ) 0 0 0 o
7. TOTAL STORAGE 2 0 ¢ 0 0 1]
i8.  Mew & Replscuncnt Main and Service Lines 718 23218 61609 109961 103720 104915
19, Campressor Stations 2719 0 0 ° o o
20. Other {specify) Mrasuring & Regulating 7720 20892 1667 22949 23615 24299
2. TOTAL DISTRIBUTION nn 44130 85276 132910 127335 129214
2. TOTAL CONSTRUCTION EXPENDITURES nn 46200 37633 135387 120883 13340
3. Addi&mlFmdquqmyinmuf
Constuction Expendinees 71 0 0 0 0
24. Totat Funds Required (line 22 + 21) 274 45200 87683 135387 129383 131840
Method of Financing Funds (Percent)
25.  Intermal Sources (s) 2735 0.00 9.00 0.00 0.00 000
26.  Equity Lssurs (a) 7126 0.00 0.00 0.00 0.00 0.00
7. Deb Issues (a) nn 100.00 100.00 100.00 100.00 100.00
28 Bonds (f evailablc)(b) 1 0.00 0.00 0.00 0.00 0.00
29. Debsenturcs (Gf available)(b) 212 0.00 0.00 0.00 0.00 0.00
> ) Long Term Notes (if svailsble)(h) 2730 0.00 0.00 .00 0.00 0.00
~ .~ Shovt Term Notes (Net, il available)b) nn a.00 100.00 100.00 100.00 100.00
* If figawes are in Constant Doliars, please give adjistment factor used 73 0

{s) Sum of Lines 25,26, and 27 should oqual 100%

(b} Sumof Lincs 28,29, 30, and 3| should equal 1 00% and represent perceniage brzakdown of "Debt Issues Tom!” on Line 27.

Page 37



dule XXI Resideniat Gas Househestiug Survey Time Period: 2000

pany: CIHERGY CORP.

dldﬂl XXT Resiciential Gas Hnudﬂ!lﬂg Survey ) OPERATING STATE OH

s
K

ENTIAL CUSTOMER DATA
e~ geolbomesin service area with gas service

Foentage of your customers that use gas for space heat
.. 2000 RESIDENTIAL GAS APPLIANCE INFORMATION

sl Consumption per unit fumaceboilar (Mcf)

wirienl Consumption per unit Water Heater (Mcf)

wnnust Consurnption per unit Gas Range (Mcf)

wameal Consumption per unit Gas Clothes Dryer (Mcl)

wnmal Consumption per wnit Gas Fireplace/ Hearth products (Mcf)

ol @ ola

. BILL PAYMENT ASSISTANCE PROGRAMS

‘otal dollar amount of bill payracul sssistance provided by Ratepayers

“otal dollar amount of bill payment sssistance pravided by Stareholders

yota! dollar smoumt of bill payment assistance provided by Others id :

1000 GAS SPACE HEATING UNIT INVENTORY
ADDITIONS From New Construction

foal Conversians TO Natral Gas

Souversions TQ Natral Gas from Existing electric heated units
> ) os TO Natural Gas from existing oil heated emits
% 05 TO Natural Gas from other/unknown

Fotal Losses from Demolition and Conveasions

istimated % of gew residential customers from conversions

siIoeiclale

JOMPETTTIVE FUEL PRICES

Propane residential price (cents/galion) ______0.0000
Dristitlate OW (¥2) residential price (conts/galion) 0.0000
SFLOSSARY

= " ]

11 PAYMENT ASSITANCE- Amoumt of funds the utility helped 1o provide energy customers for defrsyiog encrgy bills. Excludes goverament
sssistance from LIHEAP

JONVERSIONS- Existing housing units, which furmezly consumed an energy other than natural pas {oil, propane, electricity, coal, wood,
w rensrwables) 10 meet space heating roquirements, that converted o operate on satural gas in 1999, Donnuu:hdenowemonﬁmm
type of natural gas equipment W another. e

{EW CONSTRUCTION- ncw singlo-Eamilly residential 225 boanes that were COMPLETED in 2000
{ERVICE AREA- Defined as the teritory in which a utility system is required or bas the right o supply pas service ¥ ali poicotial customers

3AS HEARTH/FIREPLACE PRODUCTS- Refers 1o products that bum namnal gas and includes sioves, ventiess, and gas logs. Not wood bumiag
woducss.
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DUKE ENERGY OHIO, INC.
Case No. 08-709-EL-AIR
Supplemental Information (C)(3)

Prospectuses of current stock and/or bond offering of the applicant, and/or of parent
company if applicant is a wholly owned subsidiary. In the event there are no current
offerings, then provide the most recent offerings.

Response: See Attached.

Spensoring Witness: Stephen De May
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Filed Pursuant te Rule 424(b}(5)
Registration No. 3133-146483

CALCULATION OF REGISTRATION FEE
Proposed
Amount
Maximum of
Title of Each Class of Aggregate |Registratiof
Offering
Securities Offered Price Fee(1)
5.630% Senior Notes due 2013 $250.000,000 $ 6,825
6.250% Senior Notes due 2018 250,000,000 9,825
Tolal Notes $500.060.000 $19.650

(1) The amount of registration fee is calculated in accordance with Rules 456(b) and 457(p) under the
Securities Act of 1933,

PROSPECTUS SUPPLEMENT
{Ta Prospectus dated October 3, 2607)

Fo Enoray.

$250,000,000 5.65% Senior Notes due 2013
$250,000,000 6.25% Senior Notes due 2018

We are offering $500,000,000 aggregate principal amount of Senior Notes in two series. We are offering
$250,000,000 aggregate principal amount of 5.65% Senior Notes due 2013 (the “2013 Notes™) and
$250,000,000 aggregate principal amount of 6.25% Senior Notes due 2018 (the “2013 Notes,” and together
with the 2013 Notes the “Notes™). We will pay interest on the 2013 Notes at a rate of 5.65% per annum,
payable semi-annually ip arrears on June 15 and December 15 of each year, beginning on December 15, 2008.
The 2013 Notes will mature as to principal on June 15, 2013, We will pay interest on the 2018 Notes at a rate
of 6.25% per annum, payable semi-annually in arrears on June 15 and December 15 of each vear, beginning
on December 15, 2008. The 2018 Notes will mature as to principal on June 15, 2018.

We may redeem <ither series of the Notes at our option at any time and from time to time, in whole or in
part, as described in this prospectus supplement under the caption “Description of the Notes —- Optional
Redemption.” The Notes do not have the benefit of any sinking fund. The Notes are unsecured, senior
obligations of Duke Encrgy Corporation.

Investing in the Notes involves risks. See the section captioned “Risk Factors” in our annual report
ou Form 10-K for the year ended December 31, 2007, which has beex filed with the Securities and
Exchange Commission and is incorporated by reference in this prospectus supplement,

Proceeds to Duke
Undervwriting Energy Corporation
Price to Fublic {1) Discount {2) before expenses(l)
Per 2013 Note 99.803% L0% 99.203%
Tatal 2013 Notes 3 249,507,500 5 1,500,000 § 248,007,500
Per 2018 Note 99.743% 65% 99.093%
Total 2018 Notes $ 249,357,500 5 1,625,000 § 247,732,500

(1} Plus acorued interest, if any, from June 16, 2008, if settlement ocours after that date.

{2) The underwriters have agreed 1o make 2 payment {o us in an amount equal to $1,125,000, including in
respect of expenses incurred by us in connection with the offering. See *Underwriting.”

Neither the Securities and Exchange Commission ner any stale securitics commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus suppleraent or the
accompanying prospectus. Any representation to the contrary is a criminal offense.

We expect the Notes to be ready for delivery only in book-eniry form through the facilities of The
Diepository Trust Company for the accounts of its participants, including Clearstream Banking, société
anonyme, Luxembourg and Euroclear Bank N.V./S.A. on or about June 16, 2003,

Juint Book-Running Managers

Source; Duke Energy Holding , 42485, June 12, 2608



Credit Suisse - Goldman, Sachs & Lehman Brothers
Ca.

Co-Managers
Citi
Lazard Capital Markets
Scotia Capital
Sun Trust Robinson Humphrey

The date of this prospectus supplement is June 11, 2008.

Source: Duke Energy Holding , 42485, June 12, 2008
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You should rely only on the information contained in or incorporated by reference in this
prospectus suppiement and the accompsanying prospectus. We have not, and the underwriters have not,
authorized anyene to provide you with information that is different. We are not, and the underwriters
are not, making an offer to sell these securities in any jarisdiction where the offer is not permiited. You
should not assame that the information provided by or incorperated by reference in this prospectus
supplement or the accompanying prospectus 1s accurate as of any date other than the date of the
document containing the infarmation.

TABLE OF CONTENTS
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the specific
terms of these offerings. The second part, the accompanying prospectus, gives more general information,
some of which may not apply to these offerings.

If the description of the offerings varies between this prospectus supplement and the accompanying
prospectus, you should rely on the information contained in or incorporated by reference in this prospectus
supplement.

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus
supplement and the accompanying prospectus to “Duke Energy,” “we,” “us™ and “ocur” or similar terms are to
Duke Energy Corporation and its subsidiaries.

Source: Duke Energy Holding , 42485, June 12, 2008
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PROSPECTUS SUPPLEMENT SUMMARY

The following summary is qualified in its entirety by, and should be read together with, the more
detatled infarmation, incheding “Risk Factors,” in our annual repori on Form 10-K for the year ended
December 31, 2007 and the financial statements incorporated by reference in this prospectus
supplement and the accompanying prospectus.

Duke Energy Corporation

Dulke Energy is one of the largest electric power companies in the United States, and supplies and
delivers energy to approximately 4 million U.S. customers. We have approximately 37000 megawatts
of electric generating capacity in the Midwest and the Cayolinas, and natural gas distribution services in
Ohio and Kentucky. In addition, we own and operate approximately 4,000 megawatts of electric
generation in Latin America, and we ate a joint-venture partner in a U.S. real estate company.
Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York
Stock Exchange under the symbol “DUK.” We have the following segments: U.S. Franchised
Eleciric & Gas, Commercial Powet, Duke Encrgy International and Crescent Resources, LLC
(“Crescent™).

U.S. Franchised Eleciric & Gas generates, transmits, distributes and sells electricity in central and
western North Carolina, western South Carolina and Indiana; and provides combined electric and gas
sales, transmission and distribution service in the southwestern portion of Ohio and northern Kemucly.

Commercial Power operates and manages power plants, primarily in the Midwestern portion of the
1.S., and markets electric power and natural gas related o these plants and other contractual positions.
It also perfarms energy risk management activities and provides customized energy solutions.

Duke Energy Intemnational operates and manages power genetation facilities and engages in sales
and marketing of electric power and natural gas outside the United States. Hs activities target power
generation in Latin America,

Crescent is a joint venture of which we own approximately 5C per cent. [t develops and manages
high-quality commercial, residential and multi-family real estate projects primarily in the Southeastemn
and Southwestern United States. Some of these projects ate developed and managed through joint
ventures. Crescent also manages “legacy” land holdings in North and South Carolina,

We 2re a Delaware corporation. The address of our principal executive offices is 526 South Church
Street, Chariotte, North Carolina 28202-1803. Qur telephone number is (704) 594-6200.

The foregoing information about Duke Enetgy is only & general summary and is not intended to be
comprehensive. For additional information about Dhuke Energy, you should refer to the information
described under the caption “Where You Can Find More Information.”

S-1
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Issuer

Securities Offered

Maturity
Interest Rates

Interest Payment Dates

Ratings
Ranking

Optional Redemption

No Sinking Fund

Use of Proceeds

The Offerings
Duke Energy Corporation

We are offering $250,000,000 aggregate principal amount of
5.65% 2013 Senior Notes and offering $250,000,000 aggregate
principal amount of 6.25% 2018 Senior Notes.

The 2013 Notes will mature on June 15, 2013. The 2013 Notes
will mature on June 15, 2018.

5.65% per year for the 2013 Notes. 6.25% per year for the 20138
Notes.

Interest on the MNotes shall be payable semi-annually in arrears on
June 15 and December 15 of each year, beginning on
December 15, 2008.

Baal/BBB+

The Motes will be our direct, unsecured and unsubordinated
obligations, ranking equally in priority with all of our existing
and future unsecured and unsubordinated indebtedness and
senior in right of payment to all of our existing and future
subordinated debt. The Notes will be structurally subordinated to
all liabilities of our subsidiaries. As of March 31, 2008, we had
approximately $671 million of unsecured and unsubordinated
obligations that will rank equally in priority with respect to the
Notes. Also as of March 31, 2008, our subsidiaries had
approximately $11.4 billios of obligations to which the Notes
will be structurally subordinated, payment upon approximately
$2.9 billion of which is guaranteed by Duke Energy Corporation.
Substantially all of such guarantees were granted to the holders
of certain unsecured debt of our subsidiary Duke Energy
Carolinas, LLC, in connection with changes in our carporaie
structure relating to the closing of our merger with Cinergy Corp.
inn 2006. Qur Indentire contains ne restrictions on the amount of
additional indebtedness that we may issue under it.

Each series of the Notes is redeemable at the option of Duke
Energy Corporation at any time and from time lo time, in whole
or in part, al a redemption price equal to the greater of (1) 100%
of the principal amount of the Notes being redeemed and {2) the
sum of the present values of the remaining scheduled payments
of principal and interest on the Motes being redeemed {exclusive
of interest accrued to the redemption date) up (o, but not
inctuding, the rederption date, discounted to such redemption
date on a semi-annual basis (assurning a 360-day year consisting
of £2 30-day months) at the Treasury Rate plus 40 basis poinis in
the case of the 2013 Notes and 40 basis poinis in the case of the
2018 Notes, plus, in either case, accrued and unpaid interest on
the Notes being redeemed to such redemption date. See
“Description of the Motes — Optional Redemption” for a
description of how the redemption price is calculated.

The Notes do not have the benefit of a sinking fund.

The aggregate net proceeds from the sale of the Notes, after
deducting the respective underwriting discounts and related
offering

3-2
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Book-Entry

Trustee

expenses and giving effect to the reimbursement, will be
approximately $496.4 million. The net proceeds from the sale of
the Notes will be used to redeem all or a portion of owr
cammercial paper as it matures, to fund capital expenditures in
our unregulated businesses and for general corporate purposes.
As of June 4, 2008, we had approximately $428 million of
commercial papar cutstanding, with a weighted average interest
rate of 2.85%. Our outstanding commercial paper matures no
later than 30 days after its date of issue, Duke Energy
Corporation issues commercial paper from time to time to fund
working capital and other needs of Duke Energy Corporation and
its subsidiaries.

We expect that the sales of the 2013 Notes and the 2018 Notes
will take place concurrently. However, the sales of the 2013
Notes and the 2018 Notes are not conditioned upon each other,
and we may consummate the sale of one series and not the other,
or consummate the sales at different times.

Each series of the Netes will be represented by one or more
global securities registered in the name of and deposited with or
on behalf of The Depository Trust Company (*“DTC”) ot its
nominee, Beneficial interests in the Notes will be represented
through book-entry accounts of financial institutions acting on
behalf of beneficial owners as direct and indirect participants in
DTC. Investors may elect to hold interests in the global securities
through either DTC in the United States or Clearstream,
Luxembourg or Euroclear in Enrope if they are participants in
those systems, or indirectly through organizations which are
participants in those systems. This means that you will not
receive a certificate for your Notes and Notes witl not be
registered in your name, except under certain limited
circumstances described under the caption “Book-Entry
System.™

The Bank of New York Trust Company, N.A.

Source; Duke Energy Hokding , 42485, June 12, 2003




RISK FACTORS

You should carefully consider the risk factors under the heading “Risk Factors” in our annual report on
Form 10-K for the year ended December 31, 2007, which is incorporated by reference in this prospectus
supplement, as well as the other information includad or incorporated by reference in this prospectus
supplement and the accompanying prospectus, before making an investment decision.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This prospectus supplement and the accompanying prospectus include forward-looking statements within
the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934, Forward-looking statements are based on management’s beliefs and assumptions. These
forward-fooking statements are identified by terms and phrases such as “anticipate,” “believe,” “intend,”
“estimate,” “expect,” “continue,” “should,” “coutd,” “may,” “plan,” “project,” “predict,” “will,” “potential,”
“forecast,” “target,” and similar expressions. Forward-looking statements involve risks and uncertainties that
may causeé actual results to be materiatly different from the results predicted. Factors that could cause actual
resuits to differ materially from those indicated in any forward-looking staiernent include, but are not timited
to:

+ Siate, federal and forcign legislative and regulatory initiatives, including costs of compliance with

existing and future environmental requirements;

» State, federal and foreign legislative and regulatory initiatives and rulings that affect cost and
investment recovery ot have an impact on rate siructures;

= Costs and effects of fegal and administrative proceedings, settlements, investigations and claims;
* Industrial, commercial and residential growth in Duke Energy’s service territories;

+ Additional competition in electric markets and continued industry consolidation;

+ Political and regulatory uncertainty in other countries in which Duke Energy conducts business;

* The influence of weather and other natural phenomena on Duke Energy's operations, including the
economic, operationat and other ¢ffects of hurricanes, ice storms, droughts and tornados,

+ The timing and extent of changes in commodity prices, interest rates and foreign currency exchange
rates:

+ Unscheduled generation outages, unusual maintenance or repairs and electric transmission system
constraints;

* The performance of electric generation and of projects undertaken by Duke Energy’s non-regulated
businesses;

+ The results of financing efforts, including Duke Energy’s ability to obtain financing on favorable
terms, which can be affected by various faciors, including Duke Energy’s credit ratings and general
economic conditions;,

» Declines in the market prices of equity securities and resultant cash funding recuirements for Duke
Energy’s defined benefit pension plans;

* The level of creditworthiness of counterparties 1o Duke Energy's transactions;

* Employee workforce factors, including the potential inability to atiract and retain key personnel;

+ Growth in opportunities for Duke Energy’s business units, including the timing and success of efforts
to develop domestic and international power and other projects;

* The effect of accounting pronouncements issued periodically by accounting standard-setting
bodies; and

* The ability to successfully complete merger, acquisition or divestiture plans.

[n light of these risks, uncertainties and assumptions, the events described in the forward-looking

statements included or incorporated by reference in this prospectus supplement and the accompanying
praspectus might not occur or might occur to a different extent or at a different time than we have described.

We undertake no obligation to publicly update or revise any forward-locking statements, whether as a result
of new information, future events or otherwise.

54
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RATIO OF EARNINGS TO FIXED CHARGES

The ratio of earnings 1o fixed charges is caleulated using the Securities and Exchange Commission
guidelines.

Quarter
Eaded
March 31, Year Ended December 31,
2108 2007 2006 1005 24 2003

{doftars in millioas)
Earnings (as defined for the fixed SR e
charges calcuiation):
Add:
Pretax income {loss) from ST ET TR T e
continuing operations{a)(b)  $ 643 $ 2078 §-L42F 0§ 1,169 - 8723 % (81D

Fixed charges 213 1,382 L1599 1433 1,620
Distributed income of equity - Lol R A
investees - 3T CURATL L R93 U0 473 . U140 02637
Deduct;

Preference security dividend . - - 7%
requirements of conselidated -’
subsidiaries o

Interest capitalized(c)

Total carnings(as defined for the fixed

18 _ 56 23

$ 3613 § 2951  $.2

charges caloulation)” 8 RIS
Fixed charges:
Interest on debt, including capitalized e LA e T
portions S %2008 TS6 §A310 8 1,096 § 1365 § TA4L
Estimate of interest within rental
expense 13 a 4 36

Preforonce security dividend
requirements of ¢onsolidated

27

subsidiaries AT R
Total fixed charges $ 213 § 797 § 1,382 § 1,159 % 143 ~Rsl
Ratio of eamnings to fixed charges | &I EUAIRgTlger T 24N UG )

{a) Amount for 2006 has been adjusted for the synthetic fuel business reclassificd to discontinued
operations during 2007.

(b) Excludes minority interest expenses and income or loss from equity investees.

{c) Excludes equity costs related to Allowance for Funds Used During Construction that are included in
Other Income and Expenses in the Consolidated Statements of Operations.

{d} Earnings were inadequate to cover fixed charges by §746 mitlion for the year ended December 31, 2003,

1ISE OF PROCEEDS

The aggregate net proceeds from the sale of the Notes, after deducting the respective underwriting
discounts and related offering expenses and giving effect to the reimbursement, will be approximately
$496.4 miliion. The net proceeds from the sale of the Notes will be used 10 redeem all or a portion of our
commercial paper as it matures, to fund capital expenditures in our unregulated businesses and for general
corporate purposes. As of June 4, 2008, we had approximately $428 million of commercial paper outstanding,
with a weighted average interest rate of 2.85%. Our outstanding commercial paper matures no later than
30 days after its date of issue. Duke Energy Corporation issues commercial paper from time to time to find
working capital and other necds of Duke Energy Corporation and its subsidiaries.

We expect that the sales of the 2013 Notes and the 2018 Notes will take place concurrently. However, the
sales of the 2013 Nates and the 2018 Notes are not conditioned upon each other, and we may consummate the
sale of one series and not the other, or consummate the sales at different times.

3-5
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DESCRIPTION OF THE NOTES

General

The following description of the terms of the 2013 Notes and the 2013 Notes summarizes certain general
terms that will apply to the Notes, The 2013 Notes and the 2018 Notes will be issued as separate series of
senior debi securities under an Indenture between us and The Bank of New York Trust Company, N.A., as
Trustee, dated as of June 3, 2008, as supplemented from time fo time, including by the First Supplemental
Indenture, to be dated as of June 16, 2008, collectively referred to as the Indenture. This description is not
complete, and we refer you to the accompanying prospectus and the Indenture. Defined terms have the
meanings assigned to them in the [ndenture.

The Notes are issuable in denominations of $2,000 or any integral multiple of $1,000 in excess thereof.
The 2013 Notes will be issued in an aggregate principal amount of $250,000,000 and the 2018 Notes will be
issued in an aggregate principal amount of $250,000,000,

We may from time to time, without the consent of existing holders, create and issue further Notes having
the same terms and conditions as the Notes being offered hereby in all respects, except for issue daie, issue
price and, if applicable, the firsi payment of interest thereon and the initial interest accrual date. Additional
Motes issued in this manner will be consolidated with and will form a single series with the previously
outstanding Notes of like tenor.

As used in this prospectus supplement, “business day” means, with respect to the Notes, any day other
than a Saturday or Sunday that is neither a legal holiday nor a day on which banking institutions in New
York, New York are authorized or required by law, regulation or executive order to close, or a day on which
the Corporate Trust Office is closed for business.

Ranking

The Notes will be our direct, unsecured and unsubordinated obligations. The Notes will rank equal in
priority with all of our existing and future unsecured and unsubordinated indebtedness and senior in right of
payment to all of our existing and future subardinated debt. As of March 31, 2008, we had approximately
3671 million of unsecured and unsubordinated obligafions that will rank equally in priority with respect to the
Notes, Also as of March 31, 2008, our subsidiaries had approximately $11.4 billion of obligations to which
the Notes will be structurally subordinated, payment upon approximately $2.9 billion of which is guaranteed
by Duke Encrgy Corporation. Substantially all of such guaraniees were granted to the holders of certain
unsecured debt of our subsidiary Duke Energy Carolinas, LLC, in connection with changes in our corporate
structure relating to the closing of our merger with Cinergy Corp. in 2006. Our Indenture contains no
restrictions on the amount of additional indebtedness that we may issue under it.

Interest

The 2013 Notes will mature on June 135, 2013 and will bear interest at a rate of 5.65% per annum and the
2018 Notes will mature on June 15, 2018 and will bear interest at a rate of 6.25% per annum. Interest shall be
payable semi-annually in arrears on June 15 and December 15 of each year, commencing December 15, 2008.
If an interest payment date falls on a day that is not a business day, interest wilt be payable on the next
succeeding business day (and without any interest or payment in respect of any such delay) with the same
force and effect as it made on such interest payment date. [nterest will be paid fo the person in whose name
each Note is registered at the close of business on the fifieenth calendar day next preceding each semi-annual
interest payment date (whether or not a business day). Interest will be calculated on the basis of a 360-day
year, consisting of twelve 30-day months, and will accrue from June 16, 2008 or from the most recent mterest
payment date to which interest has been paid or duly provided for.
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Optional Redemption

We will have the right to redeem the Notes, in whole or in part at any time and from time to time, ata
redemption price equal to the greater of (1) 100% of the principal amount of the 2013 Notes or the 2018
Notes to be redeemed and (2} the sum of the present values of the remaining scheduled payments of principal
and interest on such Notes (exclusive of interest accrued to the redemption date) discounied to the redemption
date on a semiannual basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury
Rate plus 40 basis points in the case of the 2013 Notes and 40 basis points in the case of the 2018 Notes, plus,
in cither case, accrued and unpaid interest, en the principal amount being redeemed, to such redemption date.

“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation
Agent as having a maturity comparable to the remaining term of the MNotes to be redeemed thal would be
atilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of
corperate debt securities of comparable maturicy to the remaining term of such Notes,

“Comparable Treasury Price” means with respeci t0 any redemption date for Notes, (t) the average of
three Reference Treasury Dealer Quotations for such redemption date, afier excluding the highest and lowest
such Reference Treasury Dealer Quotations, or (2) if fewer than three such Reference Treasury Dealer
Quotations are abtained, the average of all such Relerence Treasury Dealer Quotations,

“Quatation Agent” means a Reference Treasury Dealer appointed by us.

“Reference Treasury Dealer” means each of Credit Suisse Securities (USA) LLC, Goldman, Sachs &
Co., and Lehman Brothers Inc., and their respective successots; provided, however, that if any of the
foregoing ceases to be a primary U.S. Govemment securities dealer in the United States (a “Primary Treasury
Dealer™), we 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, of the bid and asked prices for the
Comparable Treasury 1ssue (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.

“Treasury Rale " means, with respect to any redemption date, (1) the yield, under the heading which
represents the average for the immediately preceding weck, appearing in the most recently published
statistical release designated “H.15 (519)” or any successor publication that is published weekly by the Board
of Governors of the Federal Reserve System and that establishes yields on actively traded Uniled States
Treasury securities adjusted to canstani maturity under the caption “Treasury Constant Maturities,” for the
maturity corresponding to the Comparable Treasury Issue for the Notes being redeemed (if no maturity is
within three months before or after the maturity date of the Notes to be redesmed, yields for the two published
maturities most closely corresponding to such Comparable Treasury lssue will be determined, and the
Treasury Rate will be interpelated or extrapotated from such yields on a steaight-line basis, rounding to the
nearest manth) or (2) if such release {or any successor relgase) is not published during the week preceding the
calculation date or does not contain such yields, the raie per year equal to the semi-annual equivalent yield 1o
maturity of the Comparable Treasury Issue for the Notes being redeemed, calculated using a price for such
Comparable Treasury Issue {expressed as a percentage of its principal amount) equal to the Comparable
Treasury Price for such redemption date. The Treasury Rate will be calculated on the third business day
preceding the redemption date.

Redemption Procedures

We will provide nat less than 30 nor more than 60 days’ notice railed to each registered holder of the
Notes to be redeemed. [f the redemption netice is given and funds deposited as required, then interest will
cease to accrue from and after the redemption date on the Notes or portions of such Notes called for
redemption. In the event that any redemption date is not a business day, we will pay the redemption price on
the next business day without any interest or other payment due to the delay.
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Sinking Fund

There is no provision for a sinking fund applicable to the Motes.

Reports

We will provide the trustee any information, documents or reports required to be filed by Duke Energy
Corporation with the SEC under Section 13 or Section 15(d} of the Securities Exchange Act of 1934, or the
Exchange Act, within 15 days after the same is filed with the SEC. See “Where You Can Find More
Informaticn.”

Ratings

We expect that the Notes will be rated “Baa2™ by Moody’s Investors Service, Inc. and “BBB+" by
Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. A security rating is not
a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by
the assigning rating organization. Each rating should be evaluated independently of any other rating.

CERTAIN U.§, FEDERAL INCOME TAX CONSIDERATIONS FOR NON-U.S, HOLDERS

The following discussion summarizes certain U.S. federal income iax considerations relevant to the
acquisition, ownership and disposition of the Notes, and does not purport to be a complete analysis of all
poteniial U.S. federal income tax considerations. This discussion only appiies 1o Notes that are held as capital
assets within the meaning of Section 1221 of the Internal Revenue Code of 1986, as amended (the “Code”},
and that are purchased in the initial offering at the initial offering price, by Non-U.S. Holders {as defined
below). This summary is based on the Code, administralive pronouncements, judicial decisions and
regulations of the Treasury Department, changes to any of which subsequent 1o the date of this prospectus
supplement may affect the tax consequences described herein. This discussion does not describe all of the
U.S. federal income tax considerations that may be relevant to Non-U.S. Holders in light of their particular
circumstanees or to Non-U.S, Holders subject to special rules, such as certain financial institutions;
tax-exempt organizations; insurance companies; traders or dealers in securities or commedities; persons
holding Notes as part of a hedge or ather integrated transaction; or certain former citizens or residents of the
United States.

Persons considering the purchase of Notes are urged to consult their tax advisors with regard to the
application of the U.S, federal income tax laws to their particular situations as well as any tax consegquences
arising under the laws of any state, local or foreign taxing jurisdiction. Furthermore, this discussion does not
describe the effect of U.S. federal estate and gift tax laws or the effect of any applicable foreign, state or local
law.

We have not and will not seek any rulings or opinions from the Internal Revenue Service (the “IRS”) or
counsel with respect to the matters discussed below. There can be no assurance that the IRS will not take a
different position concerning the 1ax consequences of the acquisition, ownership or disposition of the Notes or
that any such position would not be sustained.

Prospective investors should consult their own tax advisors with regard (o the application of the
U.5. federal income tax considerations discussed below to their particular situations as well as the
application of any state, local, foreign or other tax laws, including gift and estate tax laws.

For purposes of this summary, a “Non-U.S. Holder” means a beneficial owner of a Note that, for
U.S. federal income tax purposes, is not {i} an individual that is a citizen or resident of the United States; (ii) a
corparation or other entity treated as a corporation for U.S. federal income tax purposes that is created or
organized under the laws of the United States, any states thereof or the District of Columbia; (iii) an estate the
income of which is subject to U.S. federal income taxation; (iv) a trust if' (A) a court within the United States
is able to exercise primary control over its administration and one or more United States persons (as defined
in the Code) have the authority to control all substantial decisions of such trust, or {B) the trust has made an
election under the applicable Treasury regulations to be {reated as a United States person.
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1€ a pattnership, or other entity or arrangement treated as a partnership for U.S. federal income tax
purposes, helds Notes, the tax treatment of a partner will generally depend upon the status of the partner and
the activities of the partnership. Partners of a partnership holding Notes should consult their tax advisor as {o
the particular U.S. federal income tax considerations relevant to the acquisition, ownership and disposition of
the Notes applicable to them.

[nterest

A Non-U.S. Holder generally will not be subject to U.S. federal income or withholding tax on payments
of interest on the Notes provided that such holder (A) does not dicectly or indirectly, actually or
constructively, own 10% or more of the tolal combined voting power of all classes of owr stock entitled to
votz, (B} is not a controlled foreign corporation that is related to us directly or constructively through stock
ownership, and (C) satisfies certain certification requirements, Such certification requiremenis will be met it
{x) the Non-U.S. Holder provides its name and address, and certifies on an IRS Form W-8 BEN {(or a
substantially similar form), under penalties of perjury, that it is not a U.S. person or (v) a securities clearing
organization or certain other financial institutions holding the Motes on behalf of the Non-U.S. Holder
certifies on IRS Farm W-8IMY, under penalties of perjury, that such certification has been received by it and
furnishes us or our paying agent with a copy thereof. In addition, we or our paying agent must not have actual
knowledge or reason to know that the beneficial owner of the Notes is a U.S. person.

If interest on the Notes is not effectively connected with the conduct by the Non-U.S. Holder of a trade or
business within the United States, but such Non-U.S. Holder does not satisfy the other requirements outlined
in the preceding sentence, interest on the Notes generally will be subject to U.S. withholding tax at a 30% rate
(or lower applicable treaty rate).

If interest on the Notes is effectively connected with the conduct by a Won-U.S. Holder of a trade or
business within the United States, and, if cestain tax treaties apply, is atiributable to a permanent
establishment or fixed base within the United States, then the Non-U.S. Holder generally will be subject to
U.8. federal income tax on a net income basis at the rate applicable o United States persons generally (and,
with respect to corporate holders, may also be subject to a 30% branch profits tax {or a lower applicable weaty
rate)). Uf interest is subject to U.S. federal income 1ax on a net income basis in accordance with these rules,
such interest payments will not be subject to U.S. withholding tax so long as the Non-U.8. Holder provides us
ot our paying agent with the appropriate documentation {generally an IRS Form W-§ECI).

Sale or Other Taxable Disposition of the Notes

A Non-1.5. Holder generally will not be subject to U.S, federzl withholding tax with respect to gain, if
any, recognized on the sale or other taxable disposition of the Notes. A Non-U.S. Holder will also generally
not be subject to U.S. federal income tax with respect to such gain, unfess (i) the gain is effectively connected
with the conduct by such Non-U.S. Holder of a trade or business within the United States, and, if certain tax
treaties apply, is attributable to a permanent establishment or fixed base within the United States, or (i) in the
case of a Non-U.S. Holder that is a nanresident alien individual, such holder is present in the United States for
183 or more days in the taxabte year and certain other conditions are satisfied. In the case described in
(i} above, gain or loss recognized on the disposition of such Notes generally will be subject to U.S. federal
income taxation in the same manaer as if such gain or loss were recognized by a U.S. person, and, in the case
of a Non-U.5. Holder that is a foreign corporation, may also be subject to the branch profits tax at a rate of
30% (ar a lower applicable treaty rate). In the case described in (ii) above, the Non-U.S. Holder will be
subject to a 30% tax on any capital gain recognized on the disposition of the Notes (after being offset by
certain U.8. source capital losses).

Information Reporting and Backup Withholding

[nformation returns will be filed annually with the IRS in connection with payments we make on the
Nates. Copies of these information returns may also be made available under the provisions of a specific tax
treaty or other agreement to the tax authorities of the country in which the Non-U.S. Holder resides. Unless
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the Non-U.S. Holder complies with certification proceduras to establish that it is not a United States person,
information returns may be filed with the IRS in connection with the proceeds from a sale or other disposition
and the Non-U 8. Holder may be subject to backup withholding tax {currently at a rate of 28%) on payments
on the Notes or on the proceeds from a sale or other disposition of the Notes. The certification procedures
required to claim the exemption from withhelding tax on interest described above will satisfy the certification
requirements necessary to avoid the backup withholding tax as well. The amount of any backup withholding
from a payment to a Non-U.S. Holder will be allowed as a credit against the Non-U.S. Holder's U.S. federal
income tax liability and may entitle the Non-U.S. Holder to a refund, provided that the required information is
furnished ta the [RS.

BOOK-ENTRY SYSTEM

We have obtained the information in this section concerning The Depository Trust Company, or DTC,
and its book-entry system and procedures from sources that we believe to be reliable, but we take no
responsibility for the accuracy of this information.

Each series of the Notes initially will be represented by one or more fully registered global securities.
Each global security will be deposited with, or on behalf of, DTC or any successor thereto and registered in
the name of Cede & Co., DTC’s nominee.

Investors may elect 1o hold interests in the global Notgs through cither DTC in the United States or
Clearstream Banking, société anonyme (“Clearstream, Luxembourg”) or Eurcclear Bank S.A./MN.V., as
operator of the Eurcclear System (the “Eurcclear System™), in Europe if they are participants of such systems,
or indirectly through organizations which are participanis in such systems. Clearstream, Luxembourg and the
Euroclear System will hold interests on behalf of their participants through customers’ secarities accounts in
Clearsiream, Luxembourg’s and the Euroclear System’s names on the books of their respective depositaries,
which in turn will hold such interests in customers” securities accounts in the depositaries’ names on the
books of DTC. Citibank N.A. will act as depositary for Clearstream, Luxembourg and JPMorgan Chase Bank,
N.A. will act as depositary for the Euroclear System (in such capacities, the “U.S. Depositaries™).

You may hold your interests in a global security in the United States through DTC, cither ag a participant
in such system or indirectly through organizations which are participants in such system. So long as DTC ar
its nominee is the registered owner of the global securities representing the Notes, DTC or such nominee will
be cansidered the sole owner and holder of the Notes for all purposes of the Notes and the indenture
governing the Noles. Except as provided below, owners of beneficial interests in the Notes will not be entitled
to have the Notes registered in their names, will not receive or be entitled to receive physicat delivery of the
Notes in definitive form and will not be considered the owners or holders of the Notes under the indenture
governing the Notes, including for purposes of receiving any reports that we or the Trustee deliver pursuant to
the indenture governing the Notes. Accordingly, each person owning a beneficial interest in a Note must rely
on the procedures of DTC or its nominee and, if such person is not a participant, on the procedures of the
participant through which such person owns its interest, in order to exercise any rights of a holder of Notes.

Unless and until we issue the Notes in certificated form under the limited circumstances described below
under the heading ““— Certificated Notes":

« you will not be entitled to receive physical delivery of a certificate representing your interest in the
Notes;

« all references in this prospectus supplement or in the accompanying prospectus to actions by holders
will refer to actions taken by DTC upon instructions from its direct participants; and

+ all references in this prospectus supplement or the accompanying prospectus to payments and notices
to holders will refer to payments and notices to DTC or Cade & Co., as the registered holder of the
Notes, for distribution {o you in accordance with DTC procedures.
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The Depository Trust Company

DTC will act as sccurities depositary for the Notes. The Notes will be issued as fully registered securities
registered in the name of Cede & Co. DTC is:

» alimited-purpose trust company organized under the New York Banking Law;
+ a“banking organization” under the New York Banking Law;

+ amember of the Federal Reserve System;

+ a*clearing corporation™ under the New York Uniform Commercial Code; and

* a“clearing agency” registered under the provigsion of Section 174 of the Securities Exchange Act of
1934

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corperation” within the meaning of the New York Uniform Commercial Code, and a “clearing
agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as
amended. DTC halds securities that its direct participants deposit with DTC. DTC also facilitates the
settlement among participants of securities transactions, such as transfers and pledges, in deposited securities
through electronic computerized book-entry changes in direct participants’ accounts, thereby eliminating the
need for physical movement of securities certificales.

Direct participants include securities brokers and dealers, banks, trust companies, clearing corporations
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Cleating
Corporation (“DTCC™). DTCC, in turn is owned by a number of direct participants of DTC and members of
the National Securities Clearing Corporation, Fixed [ncome Clearing Corporation and Emerging Markets
Clearing Corporation {which are also subsidiaries of DTCC), as well as by the New York Siock Exchange,
Inc., the American Stock Exchange LLC and the Financia! Industry Regulatory Autherity, Inc. Access to the
DTC system is also available to indirect participants such as securities brokers and dealers, banks and trust
companies that clear transactions through or maintain a custodial relationship with a direct participant, either
direcily or indirecily. The ruies applicable to DTC and its participants are on file with the SEC. More
information abaut D'T'C can be found at www.dtcc.com.

If you arc not a direct participant or an indirect participant and you wish to purchase, sell or atherwise
transfer ownership of, or other interests in the Notes, you must do so through a direct participant or an indirect
participant. DTC agrees with and represents to DTC participants that it will administer its book-entry system
in accordance with its rules and by-laws and requirements of law, The SEC has on file a set of the rules
applicable to DTC and its direct participants. '

Purchases of the Notes under DTC’s system must be made by or throagh direct participants, which will
receive a credit for the Notes on DTC’s records. The owrership interest of each beneficial owner is in turn to
be recorded on the records of direct participants and indirect participants. Beneficial owners will not receive
written confirmation from DTC of their purchase, but benaficial owners are expected to receive writien
confirmations providing details of the transaction, as well as periodic statements of their holdings, from the
direct or indirect participants through which such beneficial owners entered into the transaction. Transfers of
ownership interests in the Notes are to be accomplished by entries made on the books of direct and indirect
participants acting on behalf of beneficial owners, Beneficial owners will not receive physical delivery of
certificatcs representing their ownership interests in the Noies, except as provided below in “— Certificated
Notes.”

To facilitate subsequent transfers, all Notes deposited with DTC are registered in the name of DTC's
ncminee, Cede & Co. The deposit of Notes with DTC and their registration in the name of Cede & Co. has no
effect on beneficial ownership. DTC has no knowledge of the actual beneficial owners of the Notes. DTC's
tecords reflect only the identity of the direct participants to whose acoounts such Notes are credited, which
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may or may not be the beneficial owners. The participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to
indirect participants and by direct and indirect participants to beneficial owners will be govemed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time
1o time. )

Book-Entyy Format

Under the book-entry format, the Trustee will pay interest and principal payments to Cede & Co., as
neminee of DTC. DTC will forward the payment to the direct participants, who will then forward the
payment to the indirect participants or to the beneficial owners. You may experience some delay in receiving
your payments under this system.

DTC is required to make book-entry transfers on behalf of its direct participants and is required to receive
and transmit payments of principal, premium, if any, and interest on the Notes. Any direct participant or
indirect participant with which you have an account is similarly required to make book-entry transfers and to
receive and transmil payments with respect to Notes on your behalf. We and the Trustee have no
responsibility or liability for any aspect of the records relating to or payments made on account of beneficial
ownership interests in the Notes or for maintaining, supeivising or reviewing any records relating to such
beneficial ownership interests.

The Trustee will not recognize you as a holder of any Notes under the indenture governing the Notes and
you can only exercise the rights of a holder indirectly through DTC and its direct participants. DTC has
advised us that it will only take action regarding a Note if one or more of the direct participants to whom the
Note is credited direct DTC to take such action. DTC can only act on behalf of its direct participants. Your
ability Lo pledge Notes to indirect participants, and to take other actions, may be limited because you will not
possess a physical certificate that represents your Notes.

Certificated Notes

Unless and until they are exchanged, in whole or in Apart, for Notes in definitive form in accordance with
the terms of the Notes, the Notes may not be transferred except as a whole by DTC to a nominee of DTC; as a
whole by a nominee of DTC to DTC or another nominee of DTC; or as a whole by DTC or nominee of DTC
to a successor of DTC or a nominee of such successor.

We will issue Notes to you or your nominees, in fully certificated regisiered form, rather than to DTC or
its nominees, only ift

|
|
i - we advise the Trustee in writing that DTC is no longer willing or able to discharge its responsibilities
| properly or that DTC is ne longer a registered clearing agency under the Securities Exchange Act of
1934, and the Trustee or we are unabie to locate a qualified successor within 90 days;

- an event of default has occurred and is continuing under indenture governing the Notes; or
* we, at our option, elect to terminate use of the book-entry system through DTC.

If any of the above events occurs, DTC is required to notify all direct participants that Notes in fully
certificated registered form are available through DTC. DTC will then surrender the global security
representing the Notes along with insiructions for re-registration. The Trustee will re-issue the Notes in fully
certificated registered form and will recognize the registered holders of the certificated Notes as helders under
the indenturc governing the Notgs,

Global Clearance and Setttement Procedures

Initial settlement for the Notes will be made in immediately available funds. Secondary market trading
between DTC participants will occur in the ordinary way in accordance with DTC rules and will be settled in
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immediately available funds wsing DTC's Same-Day Funds Settlement System. Secondary market trading
between Clearstream Participants and/or Eurcclear Participants will occur in the ordinary way in accordance
with the applicable rules and operating procedures of Clearstream, Luxembourg and the Euroclear System, as
applicable.

Cross-market transfers between persons holding directly or indirectly through DTC on the one hand, and
directly or indirectly through Clearstream Participants or Euroclear Participants on the other, will be effected
through DTC in accordance with DTC rules on behalf of the relevant European international clearing system
by its U.S. Depositary; however, such cross-market transactions will require delivery of instructions to the
relevant European international clearing system by the counterparly in such system in accordance with its
rules and procedures and within its ¢stablished deadlines (European time). The relevant European
internationat clearing system will, if the transaction meets its scttlement requirements, deliver instructions to
its U.S. Depositary to take action to effect final settlement on its behalf by delivering or receiving securities in
DTC, and making or receiving payment in accordance with normal procedures for same-day funds settlement
apphicable to DTC. Clearstream Participants and Euroclear Panticipants may not deliver instructions directly
to their respective U.S. Depositaries.

Because of time-zone differences, credits of Notes received in Clearstream, Luxembourg or the Euroclear
System as a result of a transaction with a DTC participant will be made during subscquent securities
settlement processing and dated the business day following the DTC settlement date. Such credits or any
transactions in such Notes settled during such processing will be reported 1o the relevant Euroclear Participant
or Clearstream Participant on such business day. Cash received in Clearstream, Luxembourg or the Earoclear
System as a result of sales of the Notes by or through a Clearstream Participant or a Euroclear Participant to a
DTC participant will be received with value on the DTC settlement date but will be available in the refevant
Clearstream, Luxembourg or the Euroclear System cash account only as of the business day following
settlement in DTC.

Although DTC, Clearstream, Luxembourg and the Euroclear System have agreed to the foregoing
procedures in order to facilitate transfers of Notes among participants of DTC, Clearstream, Luxembourg and
the Eurcclear System, they are under no obligation to perform or continue to perform such procedures and
such precedures may be discontinued or changed at any time.
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UNDERWRITING

We have entered into an underwriting agreement with respect to the Notes with the underwriters listed
below, for which Credit Suisse Securities ((JSA) LL.C, Goldman, Sachs & Co. and Lehman Brothers Inc. are
acling as representatives. Subject to certain conditions, each of the underwriters has severaily agreed to
purchase the principal amounts of Notes indicated in the following table:

Primcipal Amount of Priacipal Amount of
Name 2013 Nates 2018 Notes
Credit Suisse Sccurities (USAY LLC  © om0 0 o0 807 CTG7,5000000 7 § © 67,500,000
Goldman, Sachs & Co. ) 67,500,000 67,500,000
Lehman Brothers Inc., T S - 67,500,000 .. 67,500,000 .
Citigroup Global Markets Inc. 11,875,600 11,875,000
Lazard Capital Markets LLC : ' - 11,875,000 11,875,000
Scotia Capital (USA} Inc. 11,875,600 - 11,875,000
Sun Trust Robinson Humphrey, Inc. _ 11.875.000 - 11.875.000
Total 5 250,000,000  §_ 250,000,000

The underwriting agreement provides that the obligations of the several underwriters to pay for and
accept delivery of the Notes are subject to certain conditions, including the receipt of legal opinions relating
to certain matters. The underwriters must purchase ail the 2013 Notes or the 2018 Notes, respectively, if they
purchase any of the 2013 Notes or the 2018 Notes. However, the sales of the 2013 Notes and the 2018 Notes
are not conditioned upon each other, and we may consumnmate the sale of one series and not the other or
consumimnate the sales at different times. If an underwriter defaults, the underwriting agreement provides that
the purchase commitments of the nondefaulting underwriters may be increased or the underwriting agreement
may be terminated.

We have agreed to indemnify the underwriters against certain liabilities, including liabifities under the
Securities Act of 1933 as amended, or to contribute to payments the underwriters may be required to make in
respect of any of these liabilities.

The underwriters are offering the Notes, subject to prior sale, when, as and if issued to and aceepted by
them, subject to appraval of legal matters by their counsel, including the validity of the Notes, and other
conditions contained in the underwriting agresment, such as the receipt by the underwriters of officer’s
certificates and legal opinions. The underwriters reserve the right to withdraw, cancel or modify offers to the
public and to reject orders in whole or in part.

Commissions and Discounts

The Notes sold by the underwriters tc the public witl initially be offered at the initial prices to the public
set forth on the cover of this prospectus supplement and may be offered to certain dealers at those prices less a
concession not in excess of (1) .35% of the aggregate principal amount of the 2013 Notes and {ii} .45% ot the
aggregate principal amount of the 2018 Notes. The underwriters may allow, and those dealers may reallow, a
discount not in excess of (i) 0.25% of the aggregate principal amount of the 2013 Notes and (ii) .20% of the
aggregate principal amount of the 2018 Motes o certain other dealers. If all the Notes are not sold at the initial
prices to public, the underwriters may change the offering prices and the other selling terms.

The expenses of the offerings, not including the underwriting discounts, are estimated to be $500,000,
The underwriters have agreed to make a payment to us in an amount equal to $1,125,000, including in respect
of expenses incurred by us in connection with the offering.

S-14

Source: Duke Energy Holding , 42486, June 12, 2008



Table of Contents
New Issues of Nofes

The Notes are new issues of securities with no established trading market. We have been advised by the
underwriters that the underwriters intend to make a market in each series of the Notes, but they are not
abligated to do so and may discontinue market making at any time without notice. No assurance can be given
as to the liquidity of any trading markets for the Notes.

Price Stabilization, Short Positions and Penalty Bid

In connection with the offerings, the underwriters may engage in transactions that stabilize, maintain, or
otherwise affect the prices of the Notes. These transactions may include short sales, stabilizing transactions
and purchases to cover positions created by short sales. Short sales involve the sale by the underwriters of a
greater aggregate principal amount of Notes than they are required to purchase in the offerings. Stabilizing
transactions consist of certain bids or purchases made for the purpese of preventing or retarding a decline in
the market prices of the Notes while the offerings are in process.

These aclivities by the underwriters may stabilize, maintain or otherwise affect the market prices of the
Notes. As a result, the prices of the Notes may be higher than the prices that otherwise might exist in the open
market. If these activities are commenced, they may be discontinued by the underwriters at any time. These
transactions may be effected in the over-the-counter market or otherwise.

The underwriters also may impose a penalty bid. This occurs when a particular underwniter repays to the
underwriters a portion of the underwriting discount received by it because the representatives have
repurchased notes sold by or for the account of such underwriter in stabilizing or short covering transactions,

Other Relationships

In the ordinary course of their respective businesses, some of the underwriters and/or their affiliates have
in the past and may in the future provide us and our subsidiaries and affiliates with financial advisory and
other services for which they have and in the fiture will receive customary fees.

Lazard Capital Markets LLC (“Lazard Capital Markets™} has entered into an agreement with Mitsubishi
UFJ Securities {USA), Inc. (“MUS(USA)") pursuant to which MUS(USA) provides certain advisory and/or
other services to Lazard Capital Markets, including in respect of this offering. In return for the provision of
such services by MUS(USA) to Lazard Capital Markets, Lazard Capital Markets will pay to MUS(USA) a
mautually agreed upon fee.

UK Selling Restrictians
Each underwriter has represented and agreed that:

{a) it has only communicated or caused to be communicated and will onfy communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the Financial Services and Markets Act (the “FSMA™) received by it in connection
with the issue or sale of the Notes in circumstances in which Section 21(1) of the FSMA does not
apply to us; and

{b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Notes in, from or otherwise involving the United Kingdom.
EEA Selling Restrictions

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive (cach, a “Relevant Member State™), each underwriter has represented and agreed that with effect
from and including the date on which the Prospectus Directive is implemented in that Relevant Member State
{the “Relevant Implementation Drate™) it has not made and will not make an offer of Notes which are the
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subject of the offerings contemplated by this prospectus supplement to the public in that Relevant Member
State other than:

(a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose is solely to invest in securities;

{t) toany legal entity which has two or more of (1) an average of at least 250 employees during the last
financial year; (2} a totat balance sheet of more than €43,000,000; and (3) an annual net trnover of
more than €50,000,000, as shown in its last annual or consolidated accounts;

(¢} to fewer than 100 natural or legal persons (ather than qualified investors as defined in the Prospectus
Directive) subject to obtaining the prior consent of the lead underwriters; ot

{(d) in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Notes shall require us or any underwriter to publish a prospectus pursuant to
Article 3 of the Prospectus Directive or supplement a prospectus pursuant o Article 16 of the Prospectus
Directive,

For the purposes of this provision, the expression an “offer of Notes to the public™ in relation to any
Notes in any Relevant Member State means the communication in any form and by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to decide to
purchase or subscribe the Notes, as the same may be varied in that Member Staie by any measure
implementing the Prospectus Directive in that Member State and the expression “Prospectus Disective™
means Directive 2003/71/EC and includes any relevant implementing measure in each Relevant Member
State.

Hong Kong

The Notes may not be offered or sold by means of any document other than (1) in circumstances which
do not constitute an offer to the public within the meaning of the Companies Ordinance (Cap.32, Laws of
Hong Kong), or (ii) to “professional investors” within the meaning of the Securities and Futures Ordinance
{Cap.571, Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances which do not
result in the decument being a “prospectus” within the meaning of the Companies Ordinance {Cap.32, Laws
of Hong Kong), and no advertisement, invitation or document relating to the Notes may be issued or may be
in the possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere),
which is dirccted az, or the contents of which are likely to be accessed or read by, the public in Hong Kong
{except if permitted to do so under the laws of Hong Kong) other than with respect to Notes which are or are
intended 1o be disposed of only to persons outside Hong Kong or only to “professional investors” within the
meaning of the Securities and Futures Ordinance (Cap.571, Laws of Hong Kong) and any rules made
thereunder. .

Japan

The Notes have not been and will not be registered under the Securities and Exchange Law of Japan (the
Securities and Exchange Law) and each underwriter has agreed that it will not offer or sell any Motes, directly
or indirectly, in Japan or 10, or for the benefit of, any resident of Japan (which term as used herein means any
person resident in Japan, including any corporation or other entity organized under the laws of Japan), or 1o
others for re-offering or resale, directly or indirectly, in Japan or to a resident of Japan, except pursuant to an
exemption from the registration requirements of, and otherwise in compliance with, the Securities and
Exchange Law and any ather applicable laws, regulations and ministerial guidelines of Japan.

Singapare

This prospectus supplement has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this prospectus supplement and any other document or material in connection with
the offer or sale, or invitation for subscription or purchase, of the Notes may not be circulated or distributed,
nor may the Notes be offered or sold, or be made the subject of an invitation for subscription or purchase,
whether
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directly or indirectly, to parsons in Singapore other than (i) to ag instituticnal investor under Section 274 of
the Securities and Futures Act, Chapter 289 of Singapore {the “SPA™, (ii) to a relevant person, or any person
pursuant to Section 273(1A), and in accordance with the conditions, specified in Section 275 of the SPA or
(i1} otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the
SPA.

Where the Notes are subscribed or purchased under Section 275 by a relevant person which is: (a) a
corporaticn {which is not an accredited investor) the sole business of which is to hold investments and the
entire share capital of which is owned by one or more individuals, each of whom is an accredited investor; or
(b) a trust {where the trustee is not an accredited investor) whose sole purpose is to hold investments and each
beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that corporation
or the beneficiaries’ rights and interest in that trust shall not be transferable for 6 months after that corporation
or that trust has acquired the Notes under Section 275 except: {1 to an institutional investor under
Section 274 of the SEA or to a relevant person, or any perscen pursuant to Section 2750 (1A}, and in
accordance with the conditions, specified in Section 275 of the SFA; (2} where no consideratien is given for
the transfer; or (3} by operation of law,

EXPERTS

The censolidated financial statements and the related financiat stalement schedule, incorporated in this
prospectus supplement by reference from Duke Energy Corporation’s Annual Report an Form 10-K. for the
year ended December 31, 2007, and the effectiveness of Duke Energy Corporation’s intemal control over
financial reporting have been audited by Deloitte & Tanche LLPF, an independent registered public accounting
firm, as stated in their report, which is incorporated herein by reference (which report (1) expresses an
wnqualified opinion on the financial statements and financial statement schedule and includes an explanatory
paragraph refetring to the spin-off of the natural gas business and (2) expresses an unqualified apinion on the
effectiveness of internal controt over financial reporting). Such financial statements and financial staiement
schedule have been so incorparated in reliance upon the report of such firm given upon their authority as
expetts in accounting and auditing.

The consoiidated financial statements and the related financial statement schedule of DCP Midstream,
LLC as of and for the years ended December 31, 2006 and 2003, incorporated in this prospectus supplement
by reference from Duke Energy Corporation’s Annual Report on Form 10-K for the year ended December 31,
2006, have been audited by Deloitte & Touche LLP, independent auditors, as stated in their report, which is
incorporated herein by reference, and has been so incorporated in reliance upon the report of such firm given
upon their authority as experts in accounting and auditiag.

The consolidated financial statements of TEPPCQ Partners, L.P. as of December 31, 2005 and 2004, and
for each of the years in the three-year period ended December 31, 2005 have been incorporated by reference
herein in reliance upon the report of KPMG LLP, independent registered public accounting firm, incorporated
by reference herein, and upon the authority of said firm as experts in accounting and auditing. The audit
report dated February 28, 2006, except for the effects of discontinued operations, as discussed in MNote 5,
which is as of June 1, 2006, contains a separate paragraph that states that as discussed in Note 20 to the
consolidated financial statements, TEPPCO Partners, L.P. has restated its consolidated batance 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,

LEGAL MATTERS

The validity of the Notes will be passed upon for Duke Energy Corporation by Robert T. Lucas 11, Esq.,
who is Duke Energy Corporation’s Associate General Counsel and Assistant Secrefary. Certain legal matters
with respect to the offerings of the Notes will be passed upon for Duke Energy Corporation by Skadden,
Arps, Slate, Meagher & Flom LLP, Washington, D.C. and for the underwriters by Sidley Ausiin LLP, New
York, New York.
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WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934 and, in
accordance therewith, file annual, quarterly and current reports and other information with the Securities and
Exchange Commission, or the SEC. Such reports and other information can be inspected and copied at the
SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may also obtain copies of
these documents at prescribed rates from the Public Reference Section of the SEC at its Washington, D.C.
address, Please call the SEC at 1-800-SEC-0330 for further information, Qur filings with the SEC, as well as
additional information about us are also available to the public through our website at
hatp:/fwww.duke-cnergy.com and are made available as soon as reasonably practicable after such material is
fited with or furnished to the SEC. The information on our website is nof a part of this prospectus supplement.
Our filings are alsc available to the public through the SEC website at http://www.sec.gov.

The SEC allows us ta “incorporate by reference™ into this prospectus supplement the information we file
with it, which means that we can disclose important information to you by referring you to those documents.
The information incorporated by reference is considered to be a part of this prospectus supplement, and
information that we file later with the SEC will automatically update and supersede this information. This
prospectus supplement incorporates by reference the documents incorporated in the accompanying prospectus
at the time the registration statement became effective and ali later documents filed with the SEC, in all cases
as updated and superseded by later filings with the SEC. We incorporate by reference the documents listed
below and any future documents filed by Duke Energy Corporation with the SEC under Section 13{a), 13{c},
14 or 15(d) of the Securities Exchange Act of 1934 until the offerings are completed.

= Annual Report an Form 10-K for the year ended December 31, 2007;
* Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2008; and

= Current reports on Form 8-K filed February 22, 2008 (except tem 2.02 and Exhibits 99.1 and 99.2
furnished under Ttem 9.01); March 3, 2008; March 12, 2008; April 16, 2008; May 9, 2008; May 14,
2008; and May 28, 2008.

We will provide you without charge a copy of these filings, other than any exhibits unless the exhibits are
specifically incorporated by reference in this prospectus supplement. You may request a copy by writing vs at
the following address or telephoning one of the following numbers:

Investor Relations Department

P.O. Box 1005

Charlotte, North Carolina 28201

(704) 182-3833 or (800) 488-3853 (teli-free)

5-i§
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Prospectus

DUKE ENERGY CORPORATION

Common Stock
Debt Securities

From time 1o time, we may offer the securitics described in the prospectus separately of together in any
cambination, in one or more classes or series, in amounts, at prices and on terms that we will determine at the
time of the offering.

We will provide specific terms of these offerings and securities in supplements to this prospectus. You
should rexd carefully this prospectus, the information incorporated by reference in this prospectus and any
prospectus supplement before you invest. This prospectus may not be used to offer or sell any securities
unless accompanied by a prospectus supplement.

Our common stock is listed on the New York Stock Exchange, or NYSE, under the trading symbol
“DUK‘ﬁi

Investing in our securities invelves risks. You should carefully consider the information in the
section entitled “Risk Factors” contained in our periodic reports filed with the Securities and Exchange

Commission and incorporated by reference into this prospectus before you invest in any of our
securities.

We may offer and sell the securitics directly, through agents we select from time 1o time or to or through
underwriters ot dealers we select. [f we use any agents, underwriters or dealers to sell the securities, we will
name them and describe their compensation in a prospectus supplement. The price to the public of those
securities and the net proceeds we expect to receive from that sale will also be set forth in a prospectus
supplement,

Neither the Securities and Exchange Commission nor amy state securities commission has approved
or disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any
representation to the contrary is a criminal offense.

The date of this prospectus is October 3, 2007,
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Where You Can Find More {nformation

REFERENCES TO ADDITIONAL INFORMATION

This prospectus incorperates important business aad financial information about us from other documents
that are act included in or delivered with this prespectus. This information is available for you to review at the
SEC’s public reference room located at 100 F Street, N.E., Room 1580, Washington, DC 20549, and through
the SEC’s website, wiww.sec.gov. You can also ohtain those documents incorporated by reference in this
prospectus by requesting them in writing or by telephone from the company at the following address and
telephone number:

Duke Energy
526 Scuth Church Strest
Charlotte, North Carolina 28202
(8040} 488-3853
Attzntion: Investor Relations
www. dike-energy.com/investors

See “Where You Can Find More Information™ beginning on page 9.

ABOUT THIS PROSPECTUS

This prospectus is part of a regisiration statement that Duke Energy filed with the SEC utilizing a “shelf”
registration process. Under the shelf registration process, we are registering an unspecified amount of our
common stock and debt securities, and may issue any of such securities in one or more offerings.

This prospectus provides general descriptions of the securities we may offer. Each time securities are
sold, a prospectus supplement will provide specific information about the terms of that offering. The
prospectus supplement may also add, update or change information contained in this prospectus. The
registration stalement filed with the SEC includes exhibits that provide mere details about the matters
discussed in this prospectus. You should read this prospectus, the related exhibits filed with the SEC and any
prospectus supplement, together with the additional information described under the caption “Where You Can
Find More Information.™

Unless we have indicated otherwise, or the context atherwise requires, references in this progpectus to
“Duke Energy,” “we,” “us” and “our” or similar terms are to Duke Energy Corporation and its subsidiaries.
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FORWARD-LOOKING STATEMENTS

This progpectus and the information incorporated by reference in this prospectus include forward-looking
statements within the meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act.
These forward-looking statements are based on our management’s beliefs and assumptions and on
information currently available to us. Forward-looking statements include information concerning our
possible or assumed future results of operations and statements preceded by, followed by or that include the
words “may,” “will,” “could,” projects,” “believes,” “expects,” “anticipates,” “intends,” “plans,” “estimates”
or similar expressions.

Forward-looking statements involve risks, uncertainties and assumptions. Actual results may differ
materially from those expressed in these forward-looking statements. Factors that could cause actual results to
differ materially from these forward-looking statements include, but are not limited to, those discussed
elsewhere in this prospectus and the documents incorporated by reference in this prospectus. You should not
put undue refiance on any forward-looking statements. We do not have any intention or obligation to update
forward-looking statements after we distribute this prospectus.

it
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THE COMPANY

Duke Energy Corporation {“Duke Energy™) is one of the largest ¢lectric power companies in the
United States, and supplies and delivers energy to approximately 4 million U.S. customers. We have
approximately 37,000 megawatts of electric generating capacity in the Midwest and the Carolinas, and natural
gas distribution services in Ohio and Kentucky. In addiiion, we own and operate approximately 4,000
megawatts of electric generation in Latin Araerica, and we are a joint-venture partner in a U.S. real estate
company. Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York
Stock Exchange under the symbol “DUK."” We ar¢ a Delaware corporation, and our principal executive
offices are located at 526 South Church Street, Charlofte, Morth Carolina, 28202-1803. Our telephone number
ts (704) 594-6200.

We have the following segments: U.S. Franchised Electric & Gas, Commercial Power, Duke Energy
International and Crescent Resources, LLC (“Crescent”).

U.S. Franchised Electric & Gas generates, transmits, distributes and sells electricity in central and
western North Carolina, western South Carolina and Indiana; and provides combined eleciric and gas sales,
transmission and distribution service in the southwestern portion of Ohio and northern Kentucky.

Commercial Power operates and manages power plants, primarily in the Midwestern portion of the U.8,,
and markets electric power and natural gas related to these plants and other contractual positions. [t also
performs energy risk management activities and provides customized energy solutions,

Duke Energy International aperates and manages power generation facilities and engages in sales and
marketing of electric power and natural gas outside the United States. Its activities target power generation in
Latin America.

Crescent is a joint venture of which we own approximately 50 per cent. It devetops and manages
high-quality commercial, residential and multi-family real estate projects primarily in the Southeastern and
Seuthwestern United States. Some of these projects are developed and managed through joint ventures.
Crescent also manages “legacy™ land holdings in Nerth and South Carolina.

RISK FACTORS

[nvesting in our securities involves risks. Before purchasing any securitics we offer, you should carefully
consider the risk factors that are incorporated by reference herein from the section captioned “Risk Factors™ in
our Form 10-K for the year ended December 31, 2006, together with all of the other information included in
this prospectus and any prospectus supplement and any other information that we have incorporated by
reference, including filings made with the Securities and Exchange Commission (the “SEC™) subsequent to
the date hereof. Any of these risks, as well as other risks and uncertainties, could harm our financial
condition, results of aperations or cash flows.

USE OF PROCEEDS

Unless otherwise set forth in a prospectus supplement, we intend 1o use the net proceeds of any offering
of securities sold by us for gencral corporate purposes, which may include acquisitions, repayment of debt,
capital expenditures and working capital. When a particular series of securities is offered, the prospectus
supplement relating to that offering will set forth our intended use of the net proceeds received from the sale
of those securities. The net proceeds may be invested temporarily in short-term marketable securities or
applied to repay short-term debt until they are used for their stated purpase.

1
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RATIQ OF EARNINGS TQO FIXED CHARGES

The ratio of carnings to fixed charges is calcwlated using the Securities and Exchange Commission
puidelines (a}.

Perlad
Ended
June 30, Year Baded December 3,
2007 2006 2005 2064 2003 2002
{Boikars in milions)
Earnings as defined for fixed PR
charges calculation
Add: ) oL e
Pretax {loss) ihcome from o Pl Bl e T e T T e
continuing operatiots(h) § 209 & 14§ L189- § 720§ (990) %1084
Fixed charges 379 1,382 L139 1,433 1,620 1,550
Distributed income of equity B R
investees .59 -ge3 4Ty 1. - 263 . 360:
Deduct:

Preference security dividend
requirements of consatidated
subsidiaries :

Interest capialized(c)

Total earnings{as defined for fhe

Fixed Charges caleulation)

Fixed charges:

Interest on debi, including LR
sapitalized portions $ 3588

Estimate of interest within renta}
expense

Preference secunify dividend =
requirements of consclidated

e 170+

subsidiaries R , , DR <\ ORI v
Total fixed charges $ 379 $ 1,850 $ 1433 § 1520 § 1,550

Ratio of earnings to fixed charges - 32 - 0280 o240 L6 il qdY o L9

{a) Certain prior year Income Staternent amounts above have been adjusted for businesses reclassified 1o
discontinued aperations during 2007.

(b} Excludes minority interest expenses and income or loss from equify investees,

{c) Excludes equity costs related to AHowance for Funds Used During Construction that are inchyded in
Other Ingome and Expenses in the Consolidated Statements of Operations.

{(d) Earnings were inadequate to cover fixed charges by $924 million for the year eaded December 31, 2003.

DESCRIFTION OF CAPITAL STOCK

The following smmmary of our capital stock s subject in all respects to the applicable provisions of the
Delaware General Carporation Law (the “DGCL™, and our amended and restated certificate of incorporation.
The following discussion is a summary of our amended and restated certificate of incorporation and by-laws
and is qualified in its entirety by reference 1o those documents.

Geuneral

Our totat number of authorized shares of capital stock consists of 2 billion shares of common stock, par
vaiue $0.001 per share, and 44 million shares of preferred stock, par value $0.001 per share,

2
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Comman Stock

Except as otherwise required by law and subject to the rights of the holders of any class or serics of
preferred stock, with respect to all matters upon which sharcholders are entitled to vote or to which
sharcholders are entitled to give consent, the holders of any outstanding shares of commeon stock vote together
as 4 class, and every holder of common stock is entitled to cast one voie in person or by proxy for each share
of common stock standing in such holder’s name on our books. We do not have a classified board of directors
nor do we permit cumulative voting.

Holders of common stock are not entitled to any preemptive rights to subscribe for additionat shares of
common stock nor are they liable to further capital calls or (o assessments by us.

Subject to applicable law and the rights, if any, of the holders of any class or seties of preferred stock
having a preference over the rights to participate with the common stock with respect to the payment of
dividends, holders of our common stock are entitled to receive dividends or other distributions as declared by
our board of dircctors at its discretion.

The board of directors may create a class or series of preferred stack with dividends the rate of which is
calculated by reference 1o, and payment of which is concurrent with, dividends on shares af common stock.

Preferred Stock

Our board cf directors has the full authority permitted by law, at any time and from time to time, to
divide the authorized and unissued shares of preferred stock into one or more classes or series and, with
respect to each such class or series, to determine by resolution or resolutions the number of shares constituting
such class or series and the designation of such class or series, the veting powers, if any, of the shares of such
class or series, and the preferences and relative, participating, optional or other special rights, if any, and any
qualifications, limitations or restrictions thereof, of the shares of any such class or series of preferred stock to
the full extent now or as may in the future be permitted by the law of the State of Delaware. The powers,
preferences and relative, participating, cptional and other special rights of each class or series of preferred
stock and the qualifications, limitations or restrictions thereof, if any, may differ from those of any and all
other classes or series at any time outstanding. Except as otherwise required by law, as provided in the
certificate of incorporation or as determined by our board of directors, holders of preferred stock wiil not have
any voting rights and will not be entitied to any notice of sharcholder meetings.

Provisions that Have or May Have the Effect of Delaying or Prehibiting a Change in Conirol

Undes our certificate of incorporation, the board of directors has the full authority permitted by Delaware
law to detcrmine the voting rights, if any, and designations, preferences, limitations and special rights of any
class or any series of any class of the preferred stock.

The certificate of incorporation also provides that a director may be removed from office with or without
cause. However, subject to applicable law, any director elected by the holders of any series of preferred stock
may be removed without cause only by the holders of a majority of the shares of such series of preferred
stock.

Our certificate of incorporation requires an affirmative vote of the holders of at least 86% of the
combined voting power of the then outstanding shares of siock of all our classes entitled to vote generally in
the election of directors, voting together as a single class, to amend, alter or repeal provisions in the certificate
of incorporation which relate to the number of directors and vacancies and newly created directotships.

Our certificate of incorporation provides that any action required to be taken ai any annual of Special
meeting of shareholders may be taken without a meeting and without prior notice only if consent in writing
setting forth the action to be taken is signed by all the holders of our issued and outstanding capital stock
entitted to vote in respect of such action.

Qur by-laws provide that, except as expressly required by the certificate of incorporation or by applicable
{faw, and subject to the rights of the holders of any series of preferred stock, special meetings of the
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sharcholders or of any series entitled to vote may be called for any purpose or purposes only by the Chairman
of the board of directors or by the board of directors. Sharehotders are not entitled to call special meetings.

The provisions of our certificate of incorporation and by-laws conferring on our board of directors the
full authority 1o issuc preferred stock, the restrictions on remaving directors elected by holders of preferred
stock, the supermajority voting requiresnents relating to the amendment, alteration or repeal of the provisions
governing the number of directors and filling of vacancies and newly created directorships, the requirement
that shareholders act at 2 meeting unless all sharecholders agree in writing, and the inability of sharcholders to
call a special meeting, in certain instances could have the effect of delaying, deferring or preventing a change
in control or the removal of existing management.

DESCRIPFTION OF DEBT SECURITIES

Duke Energy will issue the debt securities, whether senior or subordinated, in one or more series under its
{ndenture, as supplemented from time to time. Unless otherwise specified in the appiicable prospectus
supplement, the trustee under the [ndenture will be The Bank of New York. A form of the Indenture is an
exhibit to the registration statement, of which this prospecius is a part.

Duke Energy conducts its business through subsidiaries. Accordingly, its ability to meet its obligations
under the debt securities is dependent on the eamings and cash flows of those subsidiaries and the ability of
those subsidiaries to pay dividends or to advance or repay funds to Duke Energy. In addition, the rights that
Duke Energy and its creditors would have o participate in the assets of any such subsidiary upon the
subsidiary’s liquidation or recapitalization will be subject to the prior claims of the subsidiary’s creditors.
Certain subsidiaries of Duke Energy have incurred substantial amounts of debt in the operations and
expansion of their businesses, and Duke Energy anticipates that certain of its subsidiaries will do s in the
future,

Holders of debt securities will generally have a junior position to claims of creditors of our subsidiaries,
including trade creditors, debthoiders, secured creditors, taxing awthorities, guarantee holders and any holders
of preferred steck. In addition to trade debt, certain of our operating subsidiaries have ongoing corporate debt
programs used 1o finance their business activities, As of June 30, 2007, ¢n a consolidated basis (including
securities due within one year), we had approximately $12.0 billion of outstanding debt, of which
approximately $11.3 billion was subsidiary debt. Unless otherwise specified in a prospectus supplement, the
[ndenture will not limit the amount of indebtedness or preferred stock issuable by our subsidiaries.

The following description of the debt securities is only a summary and is not intended to be
comprehensive, For additional infermation you should refer to the Indenture.
Generaf

The Indenture does not limit the amount of debt securities that Duke Energy may issue vnder if. Duke
Energy may issue debt securities from time to time under the indenture in one or more series by entering into
suppltemental indentures or by its board of directors or a duly authorized committes authorizing the issuance.

The debt securities of a series need not be issued at the same lime, bear interest at the same rate or mafure
on the same date.
Provisions Applicable to Particular Series

The prospectus supplement for a particular series of debt securities being offered will disclose the
specific terms related to the offering, including the price or prices at which the debt securities to be offered
will be issued. Those terms may include some or all of the following:

+ the title of the series;
+ the total principal amount of the debt securities of the series;

+ the date or dates on which principal is payable or the method for determining the date or dates, and any
right that Duke Energy has to change the date on which principal is payable;,
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= the inlerest rate or rates, if any, or the method for determining the rate or rates, and the date or dates
from which inferest will accrue;

+ any interest payment dates and the regular recard date for the interest payable on each interest payment
date, if any;

+ whether Duke Energy may extend the interest payment periods and, if so, the terms of the extension;
« the place or places where pavments will be made;

+ whether Duke Energy has the option to redeem the debt securities and, if so, the terms of its
redemption option;

= any obligation that Duke Energy has to redeem the debt securities through a sinking fund or to
purchase the debt securities through a purchase fund or at the option of the holder;

+ whether the provisions described under “Defeasance and Covenant Defeasance™ will not apply to the
debt securities;

« the currency in which payments wili be made if other than U.S. dollars, and the manner of determining
the equivaient of those amounts in U.S. dollars;

« if payments may be made, at Duke Energy’s election or at the holder’s clection, in a currency other
than that in which the debt securities are stated to be payable, then the currency in which those
payments may be made, the terms and conditions of the election and the maaner of determining those
amounts;

- the portion of the prineipal payable upon aceeleration of maturity, if other than the entire pringipal;
« whether the debt securities will be issuable as global securities and, if so, the securities depositary;
+ any changes in the events of default or covenants with respect to the debi securities;

+ any index or formula used for determining principal, premium or interest;

+ the terms of the subordination of any series of subordinated debs;

+ ifthe principal payable on the maturity date will not be determinable on one or more dates prior to the
maturily date, the amount which will be deemed to be such principal amount or the manner of
determining it; and

* any other terms.

Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke Energy will issue
the debt securities only in fully registered form without coupons, and there will be no service charge for any
registration of transfer or exchange of the debt securities. Duke Enetgy may, however, require payment 19
cover any tax or other governmental charge pavable in connection with any transfer or exchange. Subject to
the terms of the Indenture and the limitations applicable to global securities, transfers and exchanges of the
debt securities may be made at The Bank of New York, {01 Barclay Street, New York, New York 10286 or at
any other office maintained by Duke Energy for such purpose.

The debt securities will be issuable in denominations of $1,000 and any integral muttiples of $1,000,
unless Duke Energy states otherwise in the applicable prospectus supplement.

Duke Encrzy may offer and sell the debt securities, including original issue discount debt securities, ata
substantial discount below their principal amount. The applicable prospectus supplement will describe special
United States federal income tax and any other considerations applicable to those securities. In addition, the
applicable prospectus supplement may describe certain special United States federal income tax or other
considerations, if any, applicable to any debt securities that are denominated in a currency other than
U.S. dollars,
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Book-Entry Debt Securities

We may issue debt seouritics of a series in whole or in part in the form of ane or more global securities.
We will deposit such global securities with, or on behalf of, a depository identified in the applicable
prospectus supplement. We may issue global securities in either registered or bearer form and in either
temporary or permanerd form. Unless we specify otherwise in the applicable prospectus supplement, debt
securities that are represented by a global security will be issued in denominations of 1,000 or any integral
multiple thereof and will be issued in registered form cnly, without coupons. We will make payments of
principal of, premium, if any, and interest on debt securities represented by a global security to the applicatle
trustee under the applicable indenture, which will then forward such payments to the depository.

We anticipate that any global securities will be depusited with, or on behalf of, The Depository
Trust Company, New York, New York (*“DTC™), and that such global securities will be registered in the name
of Cede & Co., DTC’s nominee. We further anticipate that the following provisions will apply to the
depository arrangements with respect fo any such global securities. We will describe any additional or
differing terms of the depository arrangements in the applicable praspectus suppfement relating to 2 particular
series of debt securities issued in the form of global secusities.

So long as DTC or its nominee is the registered owner of a global security, DTC or its nominee, as the
case may be, will be considered the sole holder of the debt securities represented by such global security for
all purposes under the applicable indenture, Except as described below, owners of beneficial interests ina
global security:

= will not be entitled to have debt securities represented by such global security registered in their names;
* will not reeeive or be entitied to receive physical delivery of debt securities in certificated farm; and
* will not be considered the owners or holders therenf under the applicable indenture.

The {aws of some states require that certain purchasers of securities take physicai delivery of such
securities in cerdificated form; accordingly, such laws may limit the transferability of beneficial interests ina
global security.

Unless we specify otherwise in the applicable prospectus supplement, each global security representing
beok-entry notes will be exchangeable for centificated notes only if:

* DTC netifies us that it is unwilling or unable to continue as depository or DTC ceases to be a clearing
agency registered under the Exchange Act (if so required by applicable law or regulation) and, in either
case, a successor depositary is not appointed by us within ninety (90) days after we receive such notice
or become aware of such unwillingness, inability or ineligibitity;

* we, in our sole discretion and subject to DTC’s procedures, determine that the global securities shall be
exchangeable for certificated notes; or

* there shall have occurred and be continuing an event of default under an indenture with respect to the
notes and beneficial owners representing a majority in aggregate principal amount of the book-entry
notes represented by global securities advise DTC to cease acting as depository. Upon any such
exchange, ownets of a beneficial interest in the global security or securities representing book-entry
notes will be entitled to physical delivery of individual debt securities in certificated form of like tenor
and rank, equal in principal amount to such beneficial interest, and to have such debt securities in
certificated form registered in the names of the beneficial owners, which names shall be provided by
DTC’s relevant participants (as identified by DTC) to the applicable trustee.

Unless we describe otherwise in the applicable prospectus supplement, debt securities so issued in
certificated form will be issued in denominations of $1,000 or any integral multiple thereof, and will be issued
in registered form only, without coupons.

DTC will act as securities depository for the debt securities. The debi securities will be issued as fully
registered securities registered in the name of Cede & Co. (DTC's partnership nomines) or such other name
as
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may be requested by an authorized representative of DTC. Except as otherwise provided, one fislly registered
debt security certificate will be issued with respect to each series of the debt securities, each in the aggregate
principal amount of such series, and wilt be deposited with DTC. If, however, the aggregaie principal amount
of any series exceeds $500 million, one certificate will be issued with respect to each $500 million of
principal amount and an additional cerificate will be issued with respect 1o any remaining principal amount
of such series.

The following is based on information furnished to us by DTC:

DTC, the world's largest securities depository, is a limited-purpose trust company organized under the
New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of Lthe Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency™ registered pursuant to the provisions of Section t7A of
the Exchange Act. DTC holds and provides asset servicing for over 2.2 million igsues of U.S. and
non-U.S. equity issues, corporate and municipal debt issues, and money market instrumeats from over 100
countries that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities through electronic computerized book-entry transfers and pledges between Direct Participants®
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and
certain other organizations. DTC is 2 wholly-owned subsidiary of The Depository Trust & Clearing
Corporation ("DTCC™), Access to the DTC system is also available to others such as both U.S. and
nen-U.S. securitiss brokers and dealers, banks, trust companies, and clearing corporations that clear through
or maintain a custodial relationship with a Direct Participant, cither directly or indirectly (“Indirect
Participants™). DTC has Standard & Poot’s highest rating: AAA. The DTC rules applicable to its Participants
arg on file with the SEC. More information about DTC can be found at www. dice.com and www.dee. org.

Purchases of debt securities under the DTC system must be made by or through Direct Participants,
which will receive a credit for the debt securities on DTC’s records. The ownership interest of each actual
purchaser of each debt security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants” records. Beneficial Owners will not receive written confirmation from DTC of their purchase,
but Beneficial Ovwners are, however, expected 1o receive a written confirmation providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through
which the Beneficial Qwner entered into the transaction. Transfers of ownership interests in debt securities
are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
debt securities, except in the event that use of the book-entry system for the debt securities is discontinued,

To facilitate subsequent transfers, all debt securities deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co, or sach other name as may be requested by
an authorized representative of DTC. The deposit of the debt securities with DTC and their registration in the
name of Cede & Co, or such other DTC nominee do not effect any change in beneficial ownership. DTC has
no knowledge of the actuat Beneficial Owners of the debt securities; DTC’s records reflect only the identities
of the Direct Participants to whose accounts debt securities are credited, which may or may not be the
Bencficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of their
holdings on behalf of their customers.

Conveyance of natices and other communications by DTC to Direct Participants, by Direct Participants
to [ndirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be
governed by arrangements among them, subject 1o any statutory or regulatory requirements as may be in
effect from time to time.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the debt
securities unless autharized by a Direct Participant in accordance with DTC’s precedures. Under its usual
procedures, DTC mails a proxy (an “Omnibus Proxy™) to the issuer as soon as possible afier the record date.
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
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accounts the debt securities are credited on the record date {identified on a list attached 1o the Omnibus
Proxy).

Principal, premium, if any, interest payments and redemption proceeds on the debt securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.
DTC's practice is to credit Direct Participants’ accounts upen DTC's receipt of funds and corresponding
detail information from us or the trustee, on the payment date in accordance with their respective holdings
shown on DTC’s records. Payments by Participants to Beneficial Gwners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer
form or registered in “street name™ and will be the responsibility of such Participant and not of DTC, nor iis
nominee, the applicable Trustee or us, subject to any statutory or regulatory requirements ag may be in effect
from time ta time. Payment of principal, premium, if any, interest and redemption proceeds to Cede & Co. (or
siych other nominee as may be requested by an authorized representative of DTC) is our responsibility or the
applicable Trustee's, disbursement of such payments to Direct Participanis will be the responsibility of DTC,
and disbursement of such payments to the Beneficial Owners will be the responsibility of Diract and indirect
Participants.

If applicable, redemption notices shall be sent to DTC. If less than all of the book-entry notes within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue o be redecmed.

A Beneficial Owner shall give notice of any option to elect to have its book-entry notes repaid by us,
through its Participant, to the applicable Trustee, and shall effect delivery of such book-entry notes by causing
the Direct Participant to transfer the Participant’s interest in the global security or securities representing such
book-entry nates, on DTC's records, to such Trustee. The requirement for physical delivery of book-entry
notes in connection with a demand for repayment will be deemed satisfied when the ownership rights in the
global security or securities representing such book-entry notes are transferred by Direct Participants oa
DTC’s records and followed by a book-entry credit of tendered securities to the Trustee’s DTC account.

DTC may discontinue providing its services as securities depository with respect to the debt securities at
any time by giving reasonable notice to the applicable Trustee or us. Under such circumstances, in the event
that a successor securities depository is not appointed, debt security certificates ate required to be printed and
delivered.

We may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securitics depository). In that event, debt security certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC's book-entry system has been obtained from
saurces that we believe 1o be reliable, but we take no responsibility for the accuracy thereof.

Unless stated otherwise in the prospecius supplement, the underwriters or agents with respect to a series
of debt securities issued as global securities will be Direct Participants in DTC.

Neither we, the applicable Trustes nor any applicable paying agent will have any responsibility or
liabitity for any aspect of the records relating to or payments made on account of beneficial interests in a
global security, or for maintaining, supervising or reviewing any records relating to such bencficial interest.

Redemption

Provisions relating to the redemption of debt szcurities will be set forth in the applicable prospecius
supplement. Unless Duke Energy states atherwise in the applicable prospecius supplement, Duke Energy may
redeem debt securities only upon notice mailed at beast thirty (30}, but not more than sixty (60) davs before
the date fixed for redempiion. Unless Duke Energy states otherwise in the applicable prospectus supplement,
that notice may state that the redemption will be sonditional upon the Indenture Trustee, or the applicable
paying agent, receiving sufficient funds to pay the principal, premium and interest on those debt securities on
the date fixed for redemption and that if the Indenture Trustee or the applicable paying agent does not receive
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those funds, the redemption notice will not apply, and Duke Energy will not be required to redeam those debt
securities,

Duke Energy will not be required to:

* issue, register the transfer of, or exchange any debt securities of a series during the period beginning
fifteen (15) days before the date the notice is mailed identifying the debt securities of that series that
have been selected for redemption; or

- register the transfer of or exchange any debt security of that series sclected for redemption except the
unredeemed portion of a debt security being partially redeemed.

Consolidation, Merger, Conveyance or Transfer

The Indenture provides that Duke Energy may conselidate or merge with or into, or convey or transfer all
ar substantially all of its properties and assets to, another corporation or other enlity. Any successor must,
however, assume Duke Energy’s obligations under the [ndenture and the debt securities issued under it, and
Duke Energy must deliver to the Indenture Trustes a statement by certain of its officers and an opinion of
counse! that affirm compliance with all conditions in the Indenture relating to the transaction. When those
conditions are satisfied, the successor will succeed to and be substituted for Duke Energy under the Indenture,
and Duke Energy will be relieved of its obligations under the Indenture and the debt securities.

Maodification; Waiver

Duke Energy may modify the Indenture with the consent of the holders of a2 majerity in principal amount
of the outstanding debt securities of all series of debt securities that are affected by the madification, voting as
one class. The consent of the holder of each outstanding debt security affected is, however, required to:

« change the maturity date of the principal or any installment of principal or inferest on that debt
Security;

+ reduce the principal amount, the interest rate or any premium payable upon redemption on that debt
Security;

= reduce the amount of principal due and payable upon acceleration of maturity;
+ change the currency of payment of principal, premium or mterest on that debt security;

« impair the right to institute suit 1o enforce any such payment on or after the maturity date or
redemption date;

- reduce the percentage in principal amount of debt securities of any series required to modify the
Indenture, waive compliance with certain restrictive provisions of the Indenture or waive certain
defaults; or

+ with certain exceptions, modify the provisions of the Indenture governing modifications of the
Indenture or governing waiver of covenants or past defaults.

any holders of debt securities.

The holders of a majority in principal amount of the outstanding debt securities of any series may waive,
for that series, Duke Enetgy's compliance with certain restrictive provisions of the Indenture. The holders of a
majority in principal amount of the outstanding debt securities of all series under the Indenture with respect to
which a default has cccurred and is continuing, voting as one class, may waive that default for ali those series,
except a defauli in the payment of principal or any premium or inlerest on any debt security or a default with
respect to a covenant or provision which cannot be modified without the consent of the holder of each
outstanding debt security of the series affected.

|
‘ In addition, Duke Energy may modify the Indenture for certain other purposes, without the consent of
|
|
|
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Events of Default

‘ The following sre events af default under the Indenture with respect to any series of debt securities,
! unless Duke Energy states ctherwise in the applicable prospectus supplement:

+ failure lo pay principal of er any premium on any Debt security of that series when due;

+ failure to pay when due any interest on any Debt security of that series that continues for sixty
{60} days; for this purpose, the date on which interest is due is the date on which Duke Encrgy is
required to make payment following any deferral of interest payments by it under the terms of debt
securities that permii such deferrals;

+ failure to make any sinking fund payment when required for any Debt security of that series that
continues for sixty (60} days;

-

failure to perform any covenant in the Indenture {other than a cavenant expressly included solely for
the benefit of other series) that continues for ninety (90) days after the Indenture Trustee or the holders
of at least 33% of the outstanding debt securities of that series give Duke Energy written notice of the
default; and

+ certain bankruptcy, insolvency or reorganization events with respect to Duke Energy.
[n the case of the fourth event of defauls lisied above, the Indenture Trustee may exiend the grace period.

[n addition, if helders of a particular series bave given a notice of default, then holders of at least the
same percentage of debt securities of that series, together with the Indenture Trustee, may also extend the
grace period. The grace period will be automatically extended if Duke Energy has initiated and is diligently
pursuing corrective action.

Duke Energy may establish additional events of default for a particular series and, if established, any
such events of default will be described in the applicable prospectus supplement,

If an event of default with respect to debt securities of a series occurs and is continuing, then the
Indenture Trustee or the holders of at least 33% in principal amount of the outstanding debt securities of that

However, that event of default will be considered waived at any time after the declaration, but before a
Jjudgment for payment of the money due has been obtained if:

» Duke Energy has paid or deposited with the Indenture Trustee all overdue interest, the principal and
any premium due otherwise than by the declaration and any interest on such amounis, and any interest
on overdue interest, to the extent legally permitted, in each case with respect to that series, and all
amounts due 1o the Indenture Trustee; and

» all events of default with respect to that series, other than the nonpayment of the principal that became
due solely by virtue of the declaration, have been cured or waived.

! The [ndenture Trustee is under no obligation to exercise any of its rights or powers at the request or

' direction of any holders of debt securities unless those holders have offered the Indenture Trustee security or
indemnity against the costs, expenses and liabilities which it might incur as a result. The holders of a majority
in principat amount of the cutstanding debt securities of any series have, with certain exceptions, the right to
direct the time, method and place of conducting any proceedings for any remedy available to the Indenture
Trustee ar the exercise of any power of the Indenture Trustee with respect to thase debt securities. The
[ndenture Trustee may withhold notice of any default, except a default in the payment of principal or interest,
from the holders of any series if the Indenture Trustee in good faith considers it in the interest of the holders
to do sa.

The holder of any Debt security will have an absolute and unconditicnal right to receive payment of the
principal, any premium and, within certain limitations, any interest on that Debt security on its maturity date
or redemption date and to enforce those payments.
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Duke Energy is required to furnish each year to the Indenture Trustee a statement by certain of its officers
te the effect that it is not in default under the Indenture or, if there has been a default, specifying the default
and its status.

Payments; Paying Agent

The paving agent will pay the principal of any debt securities only if those debt securitics are surrendered
to it. The paving agent will pay interest on debt securities issued as global securitics by wire transfer to the
holder of those global securities. Unless Duke Energy states otherwise in the applicable prospectus
supplement, the paying agent will pay interest on debt securitics that are not in global form at its office or, at
Duke Energy’s option:

+ by wire transfer to an account at a banking institution in the United States that is designated in writing
ta the Indenture Trustee at least sixteen (L6} days prior to the date of payment by the person entitled to
that interest; or

» By check mailed to the address of the person entitted to that interest as that address appears in the
securnity register for those debt securities.

Unless Duke Energy states otherwise in the appticable prospectus supplement, the Indenture Trustee will
act as paying agent for that series of debt securities, and the principal corporale trust office of the Indenture
Trustee will be the office through which the paying agent acts. Duke Energy may, however, change or add
paying agents or approve a change in the office through which a paying agent acts.

Any money that Duke Energy has paid to a paying agent for principal or interest on any debt securities
which remains unclaimed at the end of two years after that principal or interest has become due will be repaid
to Duke Lnergy at its request. After repayment to Duke Energy, holders should look only to Duke Energy for
those payments.

Defeasance and Covenant Defeasance
The Indenture provides that Duke Energy may be:

« discharged from its obligaticns, with certain limited exceptions, with respect to any series of debt
securities, as described in the Indenture, such a discharge being calied a “defeasance” in this
prospectus; and

+ released from its obligations under certain restrictive covenants especially established with respect to
any series of debt securities, as described in the Indenture, such a release being called a “covenant
defeasance” in this prospectus.

Duke Energy must satisfy certain conditions to effect a defeasance or covenant defeasance. Those
conditions include the irevocable deposit with the Indenture Truslee, in trust, of money or governent
obligations which through their scheduled payments of principal and interest would provide sufficient money
to pay the principal and any premium and interest on those debt securities on the maturity dates of those
payments or upon redemption.

Following a defeasance, payment of the debt securities defeased may not be acceleraied because of an
event of default under the Indenture. Following a covenant defcasance, the payment of debt securities may not
be accelerated by reference to the covenants from which Duke Energy has been refeased. A defeasance may
occur after a covenant defeasance.

Under current United States federal income 1ax laws, a defeasance would be treated as an exchange of the
relevant debt securities in which holders of those debt securities might recognize gain or loss. In addition, the
amount, timing and character of amounts that holders would thereafter be required to include in income might
be different from that which would be includible in the absence of that defeasance. Duke Energy urges
investors to consult their own tax advisors as to the specific consequences of a defeasance, including the
applicabitity and effect of tax laws other than United States federal income tax laws.
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Under current United States federal income tax law, unless accompanied by other changes in the terms of
the debt securities, a covenant defeasance should rot be treated as a taxable exchange,

Concerning the Indenture Trustee

The Bank of New Yori is the indenture Trustee. Duke Encrgy and certain of its affiliates maintain
deposit accounts and banking relationships with The Bank of New York. The Bank of New York also serves
as trustee or agent under other indentures and agreements pursuant to which securities of Duke Energy and of
certain of its affiliates are cutstanding,

The Indenture Trustee will perform only those duties that are specifically set forth in the Indenture unless
an event of default under the Indenture occurs and is continuing. [n case an event of default occurs and is
coniinuing, the [ndenture Trustee will exercise the same degree of care as a prudent individual would exercise
in the conduct of his or her own affairs.

PLAN OF DISTRIBUTION

We may sell securities to one or more underwriters or dealers for public offering and sale by them, or we
may sell the securities to investors directly or through agents. The prospectus supplement relating to the
securities being offered will set forth the terms of the offering and the method of distribution and will identify
any firms acting as underwriters, dealers or agents in connection with the offering, including:

+ the name or names of any underwriters;

+ the purchase price of the securities and the proceeds o us from the sale;

«+ any underwriting discounts and other items constiiuting underwriters’ compensation;
- any public offering price;

* any discounts or concessions allowed or reallowed or paid io dealers; and

« any securities exchange or market on which the securities may be listed.

Only those underwriters identified in the prospectus supplement are deemed to be underwriters in
connection with the securities offered in the prospectus supplement.

We may distribute the securties from time to time in one or more transactions at a fixed price or prices,
which may be changed, or at prices determined as the prospectus supplement specifies. We may sell securities
through forward contracts or similar arrangements. [ln connection with the sale of securities, underwriters,
dealers or agents may be deemed to have received compensation from us in the form of underwriting
discounts or commissions and also may receive commissions from securitics purchasers for whom they may
act as agent. Underwriters may sell the securities to or through dealers, and such dealers may receive
compensation in the form of discounts, concessions or commissions from the underwriters or commissions
from the purchasers for whom they may act as agent.

We may sell the securities directly or through agents we designate from time to time. Any agent involved
in the olfer or sale of the securities covered by this prospectus wilf be named in a prospectus supplement
relating to such securities. Commissions payable by us 0 agents will be set forth in 2 prospectus supplement
refating to the securities being offered. Unless otherwise indicated in a prospectus supplement, any such
agents will be acting on a best-efforts basis for the period of their appointment.

Some of the underwriters, dealers or agents and some of their affiliates who participate in the securities
distribution may engage in other transactions with, and perform other secvices for, us and our subsidiaries or
affiliates in the ordinary course of business.

Any underwriting or other compensation which we pay to underwriters or agents in connection with the
securities offering, and any discounts, concessions or commissions which underwriters allow to dealars, will
be set forth in the applicable prospectus supplement. Underwriters, dealers and agents participating in the
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securities distribution may be deermned to be underwriters, and any discounts and commissions they receive
and any profit they realize on the resale of the securities may be decmed to be underwriting discounts and
commissions under the Securities Act of 1933, Underwriters, and their controlling persons, and agents may be
entitled, under agtéements we enter into with them, to indemnification against certain civil liabilities,
including liabilities under the Securities Act of 1933.

EXPERTS

The consolidated financial statements and the related financial staiement schedule incorporated in this
prospectus by reference from Duke Energy Corporation’s October 1, 2007 Report on Form 3-K, and
management's report on the effectiveness of internal control ever financial reporting incorporated in this
prospectus by reference from Duke Energy Corporation’s Annual Report on Form 10-K for the year ended
BPecember 31, 2006, have been audited by Deloitte & Touche LLP, an independent registered public
acceunting firm, as stated in their reports (which reports (1} express an ungualified opinion on the financial
statements and financial statement schedule and include explanatory paragraphs regarding the adoption of a
new accounting standard and the January 2, 2007 spin-off of the Company’s natural gas businesses,

(2} express an ungualified opinion on management's assessment regarding the effectiveness of internal
coatrol over firancial reporting, and (3} express an unqualified opinion on the effectiveness of internal control
over financial reporting), which are incorporated herein by reference, and have been so incorporated in
reliance upon the reports of such firm given upon their autharity as expests in accounting and auditing.

The consolidated financial statements and the related financial statement schedule of DCP Midstream,
LLC as of and for the years ended December 31, 2006 and 2003, incorporated in this prospectus by reference
from Duke Energy Corporation’s Annual Repoit on Form 10-K/A for the year ended December 31, 2006,
have been audited by Deloitte & Touche LLP, independent auditors, as stated in their report, which is
incorporated herein by reference, and has been seo incerporated in reliance upon the report of such firm given
upon their authority as experts in accounting and auditing.

The consolidated financial statements of TEPPCO Partners, L.P. as of December 31, 2005 and 2004, and
far each of the years in the three-vear period ended December 31, 2005 have been incorporated by reference
hercin in reliance upon the report of KPMG LLP, independent registered public accounting firm, incorporated
by reference herein, and upon the authority of said firm as experis in accounting and auditing. The audit
report dated February 28, 2006, except for the effects of discontinued operations, as discussed in Note 5,
which is as of Junz |, 2006, contains a separate paragraph that states that as discussed in Note 20 to the
consolidated financial statements, TEPPCO Partners, L.P. 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.

VALIDITY OF THE SECURITIES

Robert T. Lucas I, Esq., who 15 our Associate General Counsel and Assistant Secretary, and/or counsel
named in the applicable prospectus supplement, will issue an opinion about the vatidity of the securities we
are offering in the applicable prospectus supplement. Counsel named in the applicable prospectus supplement
will pass upon certain legal matters on behalf of any underwriters.

WHERE YOU CAN FINP MORE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934 and, in
accordance therewith, file annual, quarterly and current reports, proxy statements and other information with
the Securities and Exchange Commission, ot the SEC. Such reports and other infarmation can be inspecied
and copied at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may
also obtain copies of these documents at prescribed rates from the Public Reference Section of the SEC at its
Washington, D.C. address. Please call the SEC at 1-800-SEC-0330 for further information. Our filings are
also available to the public through Duke Energy’s web site at itip://www.duke-gnergy.com and are made
available
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as sqon as reasonably practicable after such material is filed with or funished to the SEC. The information on
our website is not a part of this prospectus. Our filings are also available to the public through the SEC web
site at Attp./www.sec.gov.

Additional information about Duke Energy is also available on its web site at
hitp:/'www. duke-energy. com. Such web site is not a part of this prospectus.

The SEC allows us to “incorporate by reference” into this prospectus the information we file with them,
which means that we can disclose important information to you by referring you 1o those documents. The
information mcorporated by reference is considered to be a part of this prospectus, and information that we
file later with the SEC will automatically update and supersede this information. This prospectus incorporates
by reference the decuments incorporated in the prospectus at the time the registration statement became
effective and all later documents filed with the SEC, in all cases as updated and superseded by later filings
with the SEC. Duke Energy incorporates by reference the documents listed below and any future filings made
with the SEC under Section 13(a), 13(¢), 14 or 15(d) of the Securities Exchange Act of 1934 until the offering
is completed.

+ Annual Report on Farm 10-K for the year ended December 31, 2006;

» Amendment No. 1 to Form 10-K. for the year ended December 31, 2006, on Form 10-K/A filed
March 22, 2007;

+ Proxy Statement filed on Schedule 14A, April 4, 2007,

* Quarterly Reports on Form 10-(} for the quarterly perieds ended March 31, 2007, and June 30,
2007, and

« Current reports on Form 8-K filed January 31, 2007; February 28, 2007; March 8, 2007; March 12,
2007; May 8, 2007; May 15, 2007; June 1, 2007; June 25, 2007; July 5, 2007; July 18, 2007; and
Ocrober 1, 2007,

We will provide without charge a copy of these filings, other than any exhibits unless the exhibits arc
specifically incorporated by reference into this prospectus. You may request a copy by wriing us at the
following address or telephoning one of the following numbers:

Investor Relations Department
Duke Energy Corporation
P.O. Box 1003
Charlotte, Nosth Carolina 25201
{704) 382-3%853 or (800} 488-3853 (toll-free)

You should rely only on the informaticn contained or incorporated by reference in this prospectus. We
have not autharized any other person to provide you with different information. If anyone provides you with
different or inconsistent information, you sheuld not refy on it. We are not making an offer 10 sell the
securities described in this prospectus in any state where the offer or sale is not permitted. You should assume
that the information contained in the prospectus is accurate only as of its date. Our business, financial
cendition, results of aperations and prospects may have changed since that date.

DUKE ENERGY CORPORATION
COMMON STOCK (par value $0.001 per share}
DEBT SECURITIES

PROSPECTUS
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New Issue-Book-Entry-Only

In the opinion of Squire, Sanders & Dempsey L.L.F, Bond Counsel, under <xisting law (i) assuming continuing compliarce with certain covenants
ard the acciracy of ceriain representations, interess on the Bonds is excluded from gross income for federal income tax purposes, except interest on
any Bond for any period during which it is held by a “substantial user” or a “relared persom,” as those terms are used in Section 147(a) of the Internal
Revenue Code of 1986, as amended (the “Code™), (ii} inierest on the Bonds is an item of tax preference jor purposes of the federal altemaiive
mininn tax imposed on dividuals and corporations and (i) interest on, and any profit made on the sale, exchange or other disposition of, the
Bonds are exernpt from the Ohio personal income tax, the Ohio commercial activity tax, the nef income base of the Ohio corporate franchise tax, and
mucipal ond school district inceme taxes in Ohio. For a more complete discussion of the tax aspecis, see “TAX MATTERS.™

$140,000,000

Ohio Air Qualify Development Authority
State of Ohio

Air Quality Development Revenue Bonds

(Duke Energy Ohio, Inc. Project)
$70,000,000 $70,006,600
Series 2007A Series 20078
Dated: Date of Issuance Due: December 1, 2041

The Series 2007A Bonds and the Series 20078 Bonds (together, the “Bonds™) will be issued to provide funds to finance a portion of
the costs of the acquisition, construction and installation of portions of certain solid waste disposal [acilities comprising air quality facilities at
various generating facilities (or Duke Energy Ghio, Inc.

The Bonds will be special obligations of the Seate of Ohio (the M} issued by the Ohio Air Quality Development Anthority (the
“Issuer”), The Bonds will not constitute a debg, or a pledge of the Faith and credit, of the Issuer or the State or of any political subdivision thereof,
and Lhe holders or owners of the Bonds will have no right to have taxes levied by the General Assembly of the State or the taxing authority of any
political subdivision of the State for the payment of the principal or purchase price theveof or premium, if any, or interest thereon, The Donds
wili be payable solely, except 1o the extent paid out of moneys attributable to proceeds thereof, from and scoured by an assiganent by the
Issuer of loan payments to be received under separate, but substantially identical, Loan Agreements with

Duke Energy Ohio, Inc.

Paymeal of the principal of and interest on the Bonds when due will be insured by separate bond insurance policies to be issued by
Amltae Assurance Corporalion simultaneously with the delivery of the Bonds.

Ambac

Intsrest on cach series of the Bonds will accrue at the Auction Rate from the date of issuance and will be payable on the Business
Day after the Auctian Period, subject o certain exceptions. The Initia] Period for the Series 2007A Bonds will be the period from and including
the dute of issuance of the Series 2007A Bunds o but nut including January 7, 2008 (the initial Interest Payment Date for the Series 20074
Bonds) and, unless changed in accordance with the Auction Procedures described in this Official Statement, the Series 2007A Bonds thereafter
will bear interest as Auction Rate Bonds during an ARS Rate Period at Auction Period Rates applicable during each Auction Period for 35-day
Auction Periods with Auction Dates generally every fifth Friday. The Initial Period for the Series 2007B Beonds will be the period from and
including the date of issuance of the Series 2067B Bonds to but not including Fanuary 14, 2008 {the initial Interest Payment Date for the Series
26078 Bonds) and, unlcss changed in accordance with the Auction Procedures described in this Official Statement, the Series 20078 Bonds
thererfrer will bear interest as Auction Rate Bonds during an ARS Rate Period al Auction Period Rates applicable during each Auction Period
for 33-day Auction Periods with Auction Dates generally every fifth Friday. The Auction Period Rate for the Bonds for cach Auction Period
after the Initial Period will be the rate of interest per anrum that the Auction Agent advises resulis fram an Auction conducted in accordance
with the Auction Procedures, subject to certain conditions. Deutsche Bank National Thust Company will serve as Trusiee, Paying Agent and
Registrar and Deutsche Bank Trust Company Americas will serve as the inidal Auction Agent under separate, but substantially identical, Trust
Indentures. Bane of America Securities LLC will serve as the initial Broker-Dealer and as Remarketing Agent for the Bonds.

The method for determining the interest rate to be borne by the Bands may be changed from an Auction Rate to a Daily Rate,
Weekly Rate, Commercial Paper Rate or a Term Rate at the times and in the manner set forth in this Official Statement,

Prospeciive purchasers should carefully review the Auction Procedures described in this Official Stalement and should note that (i) a
Bid or a Sell Order constitutes a commitment Lo purchase or sell Auction Rate Bonds based upon the resalts of an Auction, (ii) Auctions will
be conducted through telephone or telefax communications and (iii} settlement for purchases and sales will be made on the Business Day
following an Auction. Auction Rate Bonds may be transferred only pursuant to a Bid or & Sell Order placed in an Auction or to or through a
Broker-Dealer. See also “THE BONDS - Certain Considerations Affecting Anction Rate Securities.”

The Bonds will be subjcct 1o optional, extracrdinary optional and mandatory redemption and optional and mandatory tender prior to
maturity, in sach case at the priee, in tEe manner and at the time set forth in this Official Staiement.

The Boads will be issued only as fully registered bonds and initially will be registered in the name of Cede & Co., as nominee for The
Depusitory Trust Company, New York, New York (“DTC"). DTC will act as a securilies depository for the Bonds. Purchases of beneficial
interests in the Bouds initially will be made in book-entry-only form (without certificates) in denominations of 325,00 or any integral multiple
thereof and under cerlain circumstances arc exchangeable as more fully described herein. Principal of and any premium on the Bonds wili be
payable upon presentation and surrender of the Bonds at the corporate trust office of the Registrar. So long as DTC or its nominee, Cede &
Co., is the remstered owner of the Bonds, payments of the principal of, premium, if any, and interest on the Bonds will be made directly to
Cede & Co. See ~TTIE BONDS - Book-Entry-Only System™ herein,

Price: 100%

The Bonds are offered wher, as and if issued by the Issuer and accepied by the Underwriter, subject to prior sale, withdrawal or modification of the
affer withowt noitce, the approvid of legality by Squeive, Sanders & Dempsey L.L.B, as Bond Counsel, and cerlain other conditions. Certain legal
matiers will be passed upon for Duke Energy Ohio, Inc. by Robert T Lucas IHL Esq., Associate General Counsel of Duke Energy Corporation, and
Richard G. Beach. Esq., Assistant General Counsel of Duke Energy Corporation, as counsel o the Company; for the Ohio Air Quality Development
Authority by Forbes, Fields & Associates Co., L.BA; and for the Underwriter by Squire, Sanders & Dempsey L.L.P It is expected that delivery of the
Bonds in book-eniry-only form will be made on or abowt December 6, 2007 in New York, New York, against payment therefor.

Banc of America Securities LLC
Dared: November 29, 2007



No dealer, broker, salesman or other person has been authorized by the Issuer, Duke
Energy Ohio, Inc. (the “Company ) or Banc of America Securities LLC (the “Underwriter™) to
give any information or to make any representation with respect to the Bonds, other than those
contained in this Official Statement, and, if given or made, such other information or
representation must not be relied upon as having been authorized by any of the foregoing.
Certain information contained herein has been obtained from the Issuer, the Company, Ambac
Assurance Corporation and the Underwriter and other sources which are believed to be reliable.

The information and expressions of opinion herein are subject to change without
notice and neither the delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of
the parties referred to above since the date hereof.

The Underwriter has provided the following sentence for inclusion in this Official
Statement. The Underwriter has reviewed the information in this Official Statement in
accordance with, and as part of, its responsibilitics to investors under the federal securities laws
as applied to the facts and circumstances of this transaction, but the Underwriter does not
guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE
UNDERWRITER MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICES OF SUCH BONDS AT LEVELS ABOVE THOSE
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET, SUCH STABILIZING,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

$140,000,000
Ohio Air Quality Development Authority
State of Ohio
Air Quality Development Revenue Boads
(Duke Energy Ohio, Inc. Project)

$70,600,000 $70,000,000
Series 2007A Series 2007B

INTRODUCTORY STATEMENT

This Official Statement, including the cover page and Appendices, of the Ohio Air
Quality Development Authority (the “Issuer”), is provided to furnish information in connection
with the offer and sale by the Issuer of $70,000,000 aggregate principal amount of its State of
Ohio Air Quality Development Revenue Bonds, Series 2007A {Duke Energy Ohie, Inc. Project)
(the “Series 26074 Bonds ") and $70,000,000 aggregate principal amount of its State of Ohio Air
Quality Development Revenue Bonds, Series 2007B (Duke Energy Ohio, Inc. Project) (the
“Series 20078 Bonds™;, together with the Series 2007A Bonds, the “Bonds™), to be issued under
separate, but substantially identical, Trust Indentures, dated as of Degember 1, 2007 {each an
“Indenture”; together the “Indentures”), between the Issuer and Deutsche Bank National Trust
Company, as trustee (the “Trustee™). The Registrar and Paying Agent will be Deutsche Bank
National Trust Company, located in Chicago, Illinois and Deutsche Bank Trust Company
Americas will be the initial Auction Agent. Terms used as defined terms and not otherwise
defined herein are used as defined in the Indentures.

The proceeds of the Bonds will be loaned by the Issuer to Duke Energy Ohio, Inc., a
public utility and corporation organized and existing under the laws of the State of Ohio (the
“Company”), pursuant to separate, but substantially identical, Loan Agreements dated as of
December 1, 2007 (each a “Loan Agreement”™; together the “Loan Agreements™), between the
Company and the Issuer. The Bonds are being issued to provide funds in order to assist the
Company in financing its portion of the costs of acquiring, constructing and installing portions of
certain solid waste disposal facilities comprising air quality facilities at various generating
stations (the “Generating Stations”) located in Ohio {(collectively, the “Profects”). See
“APPLICATION OF PROCEEDS.” The Company will agree in each Loan Agreement to make
payments sufficient to pay when due the principal of and interest and any premium on the Bonds
and any other amounts relating thereto, including payments of the purchase price. See “THE
LOAN AGREEMENTS,”

The Company's obligations under each Loan Agreement will be unsecured. There is
no requirement in either Indenture for the Company to provide or deliver any security for ils
obligations under the Loan Agreements,



The Bonds will be dated the date of their original issuance, will mature on December
I, 2041, will be subject to optional and mandatory tender for purchase, and will be subject to
optional, extraordinary optional and mandatory redemption, as provided in each indenture and as
further described in this Official Statement. The Series 2007A Bonds will bear interest initially
at an interest rate determined for the Initial Period from and including the date of issuance of the
Series 2007A Bonds to but not including January 7, 2008 (the initial Interest Payment Date for
the Series 2007A Bonds). The Series 2007B Bonds will bear interest initially at an interest rate
determined for the Initial Period from and including the date of issuance of the Series 2007B
Bonds to but net including January 14, 2008 (the initial Interest Payment Date for the Series
20078 Bonds). Thercafier the Bonds will bear interest as Auction Rate Bonds during an ARS
Rate Period at Auction Period Rates applicable during each Auction Period (initially for 35-day
Auction Periods with Auction Dates generally every fifth Friday), unless changed in accordance
with the Auction Procedures described herein or until a conversion to a different interest rate
determination method or until the maturity of the Bonds.

The Bonds are special obligations of the State of Ohio, issued by the [ssuer and payable
solely from the revenues and other amounts received by the Trustee pursuant to the Loan
Agreements and the Indentures. The Bonds do not constifute a debt or a pledge of the faith and
credit of the State of Ohio or any political subdivision thereof and the holders or owaers of the
Bonds have no right to have taxes levied by the General Assembly of the State of Ohio or
faxing authority of any political subdivision of the State of Ohio for the payment of the
principal of, or redemption price of, or interest on, or purchase price of, the Bonds. The
Issuer has no taxing power.

Prospective investors should note that the Loan Agreements allow the Company to
transfer all or any part of its electric generating facilities and associated assets and liabilities to
one or more other entities, to assign all of its obligations under the Loan Agreements (which
represent the source of repayment of the Bonds) to any one or more of such entities and to be
released from its obligations under the Loan Agreements. While the Company contemplates that
any such ultimate abligor will be capitalized so as not to impair that entity’s abifity to fulfill its
obligations under the Loan Agreements, there is no requirement in the Loan Agreements that the
Company or any ultimate obligor of the Company’s obligations hold any particular assets. The
Company may only make such an assignment if certain conditions have been satisfied, including
that the Company either (i) makes the assignment as of a date on which the Bonds are subject to
mandatory tender for purchase or (ii) has delivered to the Issuer written evidence from each of
Mpoody’s Investor Service, Inc. (“Moody's”) and Standard & Poor’s Ratings Service (“S&P”)
that the Bonds have received, after taking into account the assignment, an Investment Grade
Rating (as defined below) from such rating agency. The Issuer and the Trustee must
acknowledge and agree to any such assignment and assumption agreement. See “THE LOAN
AGREEMENTS - Restructuring Transaction.”

Upon the issuance of the Bonds, Ambac Assurance Corporation (the “Bond Insurer™)
will issue separate, but substantially identical, bond insurance policies (together, the “Bond
Insurance Policies”) that will guarantee the payment of the principal of and interest on the
related series of the Bonds when due and upon special mandatory redemption on determination
of taxability as hereinafter described. The Bond Insurance Policies will be issued pursuant to
separate, but substantially identical, Insurance Agreements between the Company and the Bond



[nsurer 10 be dated the date of issuance of the Bonds (each an “Insurance Agreement”; together
the “Insurance Agreements”). The Bond Insurance Policies will not insure payment of the
purchase price of the Bonds subject to mandatory purchase or purchase on the demand of the
bondholders thereof, losses suffered as a result of a bondholder’s inability to sell the Bonds at an
Auction, or payment of the principai, premium or interest on the Bonds as a result of an
acceleration, redemption (other than special mandatory redemption on determination of
taxability) or other advancement of maturity. Certain information with respect to the Bond
[nsurance Policies, the Insurance Agreements and the Bond Insurer is included in this Official
Statement.  See “THE BOND INSURER” and Appendix E So long as the related Boad
[nsurance Policy is in full force and effect with respect to a series of the Bonds and the Bond
Insurer is not in default under that Bond Insurance Policy, the related Indenture and Loan
Agreement may not be amended or supplemented without the prior writien consent of the Bond
[nsurer, in accordance with the provisions of the Indenture, and upon the occurrence of an Event
of Default under the Indenture, the Bond Insurer will be entitled to control and direct the
enforcement of all rights and remedics granted under the Indenture to the bondholders or the
Trustee. See “THE INDENTURES -- Events of Default” and “-~ Rights of Bond Insurer.”

Brief descriptions of the [ssuer, the Bonds, the Bond Insurance Policies, the Insurance
Agreements, the Loan Agreements, the Indentures and the Continuing Disclosure Agreements
are included in this Official Statement. Certain information with respect to the Company is
included as or incorporated by reference in Appendix A hereto. Appendix B sets forth Certain
Definitions; Appendix C describes the Auction Procedures for the Bonds; Appendix D contains
the proposed form of the opinion of Bond Counsel to be delivered in connection with the
issuance and delivery of the Bonds; and Appendix E is a Specimen Bond Insurance Policy.

All references herein to the documents are qualified in their entirety by reference to
such documents, and references herein to the Bonds are qualified in their entirety by reference to
the definitive forms thereof included in each related Indenture. Copies of certain of the financing
documents will be available for inspection at the corporaie trust office of the Trustee and, untii
the issuance of the Bonds, may be obtained from the Underwriter. Appendix A to this Official
Statement and all information contained under the heading “APPLICATION OF PROCEEDS”
has been furnished by the Company. The information contained under the heading *THE
BONDS — Book-Entry-Only System” has been furnished by DTC, and none of the Issuer, the
Company, the Underwriter or Bond Counsel assume any responsibility for the accuracy or
completeness of such information. The information relating to Bond Insurer and the Bond
[nsurance Policics contained under the heading “THE BOND INSURER™ and in Appendix E has
been provided by the Bond Insurer and none of the Issuer, the Company, the Underwriter or
Bond Counsel assume any responsibility for the accuracy or completeness of such information,

THE ISSUER

The Issuer is a body politic and corporate, organized and existing under the laws of
the State of Ohio {the “State ), including Section 13 of Article VIII of the Ohio Constitution and
Chapter 3706, Ohio Revised Code, as amended (collectively, the “Acr”). Pursuant to the Act, the
Issuer is authorized to issue the Bonds and to loan the proceeds thereof to the Company for the
purpose of financing the Company’s portion of the cost of acquiring, constructing and installing



the Projects and to secure the Bonds by an assignment of the payments under the Loan
Agreements. To accomplish such actions, the Issuer is authorized to enter into the Indentures
and the Loan Agreements,

The Bonds are special obligations of the State, issued by the Issuer and payable solely
from the revenues and other amounts received by the Trustee pursuant to the Loan Agreements
and the Indentures. The Bonds do not constitute a debt or a pledge of the faith and credit of
the State or any political subdivision thereof and the holders or owners of the Bonds have no
right to have taxes levied by the General Assembly of the State or taxing authority of any
political subdivision of the State for the payment of the principal of, or redemption price of, or
interest on, or the purchase price of, the Bonds. The Issuer has no taxing power,

APPLICATION OF PROCEEDS

The proceeds of the Bonds will be applied to finance the acquisition and construction
of the Company’s interest in certain solid waste disposal facilitics comprising air quality
facilities (the “Project Facilities'') at the following Generating Facilities of the Company:

« Units 7 and 8 of the Miami Fort Generating Station, ¢ach rated at 525 MW and
located in Hamilton County, Ohio (the Company owns as & tenant in common
approximately 64% of the Miami Fort Generating Station)

« Unit 2 of the Killen Generating Station, rated at 600 MW and located in Adams
County, Ohio (the Company owns as a tenant in common approximately 33% of
the Killen Generating Station)

+ Units 1-4 of the J.M. Stuart Generating Station, each rated at 585 MW and located
in Brown and Adam Counties, Ohio (the Company owns as a tenant in common
approximately 39% of the J.M. Stuart Generating Station)

¢ Unit 4 of the Conesville Generating Station, rated at 780 MW and located in
Coshocton County, Ohic (the Company owns as a tenant in common
approximately 40% of the Conesville Generating Station)

The proceeds of the Bonds also will be applied to pay costs of issuance of the Bonds.

The issuer does not monitor the operation of the Projects by the Company but relies
upon the representations of the Company contained in the Loan Agreements.

THE BONDS

Each series of the Bonds will be issued under a separate Indenture, although each
Indenture contains substantiatly identical terms and provisions. The occurrence of an event of
defaulr with respect to one series of the Bonds will not, in and of itself, constitute an event of
defauit with respect to the other series of the Bonds. Redemption or conversion of one series of
the Bonds may be made in the matter described herein without the redemption or conversion of
the Bonds of the other series. Funds pledged under an Indenture to secure one sevies of the



Bonds will not be available for or pledged to the other series of the Bonds. In the following
summary of terms of the Bonds, references to the Bonds, the Indenture, the Loan Agreement, the
Broker-Dealer Agreement, the Auction Agreement and the Remarketing Agreement and other
defined terms should be read as separately referring to each series of the Bonds and the related
Indenture, Loan Agreement, Broker-Dealer Agreement, Auction Agreement, Remarketing
Agreement and other defined terms, except as otherwise noted,

General

The Bonds will be issued under the Indenture in the aggregate principal amount and
mature on the date set forth on the cover page hereof, subject to optional, extraordinary optional
and mandatory redemption and optional and mandatory tender prior to maturity as described
below. The Bonds will bear interest determined as described below. The Bonds will be issuable
as fully registered Bonds without coupons in Authorized Denominations.

During any ARS, Commerciat Paper, Daily or Weekly Rate Period, payments of
principal or redemption price of the Bonds will be payable in immediately available funds.
During a Term Rate Period, payments of principal or redemption price of the Bonds will be
payable in clearinghouse funds; provided that the holder of at least $1,000,000 in aggregate
principal amount of Bonds may deliver a written request to the Paying Agent prior to the
applicable Regular Record Date or Special Record Date, and in that case interest accrued will be
paid by wire transfer to a bank within the continental United States to such halder, by direct
deposit thereof to the account of she holder if such account is maintained with the Paying Ageni
or, for any holder who has entered into a special agreement with the Paying Agent in accordance
with the Indenture, according to the directions contained therein. Each Bond will bear interest at
the applicable rate determined pursuant to the Indenture for such Interest Period from the last
preceding Interest Payment Date for which interest has been paid or duly provided for (or its date
if no interest thereon has been paid or duly provided for). Subject to the provisions of the
Indenture with respect to the establishment of a Special Record Date, the interest due on any
Bond on any Interest Payment Date will be paid to the person in whose name such Bond is
registered as shown on the register on the Regular Record Date. The amount of interest so
payable will be computed (A) on the basis of a 363 or 366-day vear, as applicable, for the
number of days actually elapsed during Commercial Paper, Daily or Weekly Rate Periods, (B)
on the basis of a 360-day year consisting of twelve 30-day months during a Term Rate Period,
(C) on the basis of a 360-day year for the number of days actually elapsed if Auction Rate Bonds
arc in an Auction Period of 180 days or less, and (D) on the basis of a 360-day year consisting of
twelve 30-day months if Auction Rate Bonds are in an Auction Period greater than 180 days.

Auction Rate Bonds

Auction Rates. Interest on the Bonds will accrue from the date of issuance and
delivery. For the [nitial Period, the interest rate will be the rate of interest per annum that is the
minimum rate necessary to sell the Bonds on the date of issuance of the Bonds at the principal
amount thereof (without regard to accrued interest). After the Initial Period, and prior to any
subsequent selection of a new interest rate determination method, the Bonds will be Auction
Rate Bonds during an ARS Rate Period, The interest rate on Auction Rate Bonds (the “Auction
Period Rate”) for each Auction Period after the Initial Period will, subject to certain exceptions



described below, be the rate that the Auction Agent advises has resulted on the Auction Date
from the implementation of auction procedures set forth in Appendix C to this Official Statement
(the “Auction Procedures”), in which persons determine to hold or offer to sell or, based on
interest rates bid by them, offer to purchase or selt Auction Rate Bonds. Each periodic
implementation of the Auction Procedures is an “Auction.”

The rate of interest on the Auction Rate Bonds for each Auction Period will be the
Auction Period Rate. In the event the Auction Agent fails to calculate or, for any reason, fails o
provide the Auction Rate on the Auction Date, the Auction Period and the Auction Period Rate
for the new Auction Period will be established as set forth in the Auction Procedures. In no
event will the Auction Period Rate be an interest rate in excess of the Maximum Rate on any
Auction Date or the Maximum Interest Rate at any time. Notwithstanding the foregoing, if: (2)
the ownership of the Auction Rate Bonds is no longer maintained in the Book-Eniry System, the
Auctions will cease and the Auction Period Rate will be the Maximum Rate and (b} in the event
of a failed conversion from an Auction Period to any other period or in the event of a failure to
change the length of the current Auction Period dug ta the lack of Sufficient Clearing Bids at the
Auction on the Auction Date for the first new Auction Period, the Auction Period Rate for the
next Auction Period will be the Maximum Rate and the Auction Period will be a seven-day
Auction Period, See Appendix C, “Auction Procedures.”

Auction Periods and Dates. An Auction to determine the Auction Period Rate for
cach Auction Period after the Initial Period will occur on each Auction Date. The Auction Date
for each Auction Period (other than a daily or Flexible Auction Period) will be the Business Day
next preceding each Interest Payment Date for the Bonds (whether or not an Auction is
conducted on such date); provided, however, that the last Auction Date with respect to the Bonds
in an Auction Period other than a daily Auction Period or Flexible Auction Period will be the
earlier of (i) the Business Day next preceding the Interest Payment Date next preceding the
Conversion Date for the Bonds and (ii) the Business Day next preceding the Interest Payment
Date next preceding the final maturity date for the Bonds. It is presently anticipated that an
Auction Period of 35 days will be maintained for the Bonds and, therefore, Auctions for the
Bonds are anticipated to be held every fifth Friday, commencing January 4, 2008 for the Series
2007A Bonds and January 11, 2008 for the Series 2007B Bonds. The Company may change the
length of one or more Auction Periods or establish a different day as the Auction Daie for future
Auction Periods. See “Changes in the Auction Terms” below.

Interest Payment Dates. Interest on the Auction Rate Bonds (other than for a daily or
Flexible Auction Period) will be payable on the Business Day immediately following each
Auction Period. It is presently anticipated that each Auction Period for the Bonds will be 35
days, in which case the Interest Payment Dates after the initial Interest Payment Date (January 7,
2008 for the Series 2007A Bonds and January 14, 2008 for the Series 2007B Bonds) generally
will be every fifth Monday.

The determination of any interest rate by the Remarketing Agent in accordance with
the Indenture or by the Auction Agent in accordance with the Auction Procedures will be
conclusive and binding upon the Issuer, the Trustee, the Paying Agent, the Auction Agent, the
Remarketing Agent, the Company, all Broker-Dealers and the registered and beneficial owners



of Auction Rate Bonds. Failure of the Remarketing Agent, the Paying Agent, the Trustee, the
Auction Agent or DTC or any DTC Participant to give any of the notices described in the
[ndenture, or any defect therein, will not affect the interest rate to be bome by any Auction Rate
Bonds nor the applicable Auction Period.

In no event will the Auction Rate be more than the Maximum Rate on any Auction
Date or the Maximum Interest Rate at any time.

Auction Agreement. The Trustee will enter into an agreement (the “Auction
Agreement ") with Deutsche Bank Trust Company Americas (together with any successor bank
or trust company or other entity entering into a similar agreement, the “Auction Agent”), at the
direction of, and acknowledged by, the Company, which provides, among other things, that the
Auction Agent will follow the Auction Procedures for the purposes of determining the Auction
Rate so long as the Auction Rate is to be based on the results of an Auction.

The Auction Agent is acting as non-fiduciary agent for the Trustee in connection with
Auctions. In the absence of willful misconduct or gross negligence on its part, the Auction
Agent will not be liable for any action taken, suffered or omitted or for any error of judgment
made by it in the performance of its duties under the Auction Agreement and will not be liable
for any error of judgment made in good faith unless the Auction Agent has been grossly
negligent in ascertaining {or failing to ascertain) the pertinent facts necessary to make such
Jjudgment.

The Auction Agent may terminate the Auction Agreement upon written notice in
accordance with the Auction Agreement on a date no earlier than 60 days (30 days if the Auction
Agent fee has not been paid for more than 30 days) after the date of delivery of the notice. The
Auction Agent may be removed at any time by the Trustee if the Auction Agent is an entity other
than the Trustee, acting at the written direction of (i} the Company or (ii} the holders of a
majority of the apgregate principal amount of the Auction Rate Bonds upon at least 90 days’
written notice in accordance with the Anction Agreement. If the Auction Agent and the Trustee
are the same entity, the Auction Agent may be removed as described above, with the Company
acting in lieu of the Trustee. [f the Auction Agent should resign or be removed, the Company is
obligated under the Remarketing Agreement to use its best efforts to appeint a successor Auction
Agent and enter into an agreement with a successor Auction Agent, containing substantially the
same lerms and conditions as the Auction Agreement.

Broker-Dealer Agreements, Each Auction requires the participation of one or more
broker-dealers. The Auction Agent and the Company will enter into an agreement with the
Underwriter (or an affiliate thereof) and may enter into similar agreements (collectively, the
“Broker-Dealer Agreememis”) with one or more additional broker-dealers (collectively, the
“Broker-Dealers”) selected by the Company with the approval of the Remarketing Agent (which
approval will not be unrcasonably withheld) which provide for the participation of Broker-
Dealers in Auctions. The Broker-Dealer will be paid a fee calculated as set forth in the Broker-
Dealer Agreements. In the event that there is more than one Broker-Dealer, the Company will
specify which Broker-Dealer is to perform certain functions under the Indenture.




Reinarketing Agreement. The Company will enter into a Remarketing Agreement
(the “Remarketing Agreement”) with Banc of America Securitics LLC with respect to the Bonds
(together with any successor as remarketing agent under the Indenture, the “‘Remarketing
Agent"), which sets forth the Remarketing Agent’s duties and responsibilitics and provides for
the remarketing of Bonds bearing an interest rate other than an Auction Rate. For each Rate
Period, the inferest rate for the Bonds will be determined by the Remarketing Agent in
accordance with the Indenture; provided that, the interest rate or rates borne by the Bonds may
not exceed the least of (a) 13% per annum, (b) the maximum rate of interest permitted under
State law, or (¢) in the case of Bonds bearing interest at a Variable Rate, the maximum rate of
interest permitted by any Liquidity Facility then in effect (the “Maximum Interest Rate”). See
also “THE INDENTURES -- Remarketing Agent.”

Liguidity Faeility. Under the Indenture, upon conversion to a Rate Period that
provides for either optional or mandatory tender for purchase of Bonds prior to maturity, a
Liquidity Facility acceptable to the Bond Insurer must be delivered to the Trustee to provide for
the payment of purchase price of Bonds tendered for optional or mandatory purchase, unless the
requirement to deliver a Liquidity Facility is waived by the Bond Insurer. No Liguidity Facility
will be provided in connection with Auction Rate Bonds. As a consequence, certain provisions in
the Indenture that would be applicable to the Bonds if a Liquidity Facility were delivered are not
described in this Official Statement. [f, at the option of the Company, a Liquidity Facility is
delivered with respect to the Bonds, the Bonds will be subject to mandatory tender for purchase
at a purchase price equal to 100% of the principal amount thereof on the date of the delivery of
the Liquidity Facility.

Depository. Unless a successor securities deposifory is designated pursuant to the
Indenture, or unless the Company otherwise directs, DTC will act as the Depository for its
members and participants (the “DIC Pariicipants ) with respect to Auction Rate Bonds. On the
date of delivery of Auction Rate Bonds offered hereby, the Auction Rate Bonds will be issued in
a global Bond in the denomination equal to the aggregate principal amount of Auction Rate
Bonds authorized pursuant io the Indenture. It is anticipated that such Bond will be registered in
the name of Cede & Co., a nomince of DTC. The global Bond will bear a legend to the effect
that such global Bond is issued subject to the provisions restricting transfers of Auction Rate
Bonds contained in the [ndenture. Stop-transfer instructions will be issued to the Paying Agent.
DTC or its nominee will be the holder of record of all issued and outstanding Auction Rate
Bonds and beneficial owners of such Auction Rate Bonds may not obtain physical possession of
Auction Rate Bonds beneficially owned by them.

Payment of principal, interest and premium, if any, on Auction Rate Bonds will be
made to DTC or its nominee, Cede & Co., as registered owner of Auction Rate Bonds. Upon
receipt of moneys, the current practice of DTC is to credit immediately the accounts of the DTC
Participants in accordance with their respective holdings shown on the records of DTC.
Payments by DTC Participants to beneficial owners are governed by standing instructions and
customary practices, as is now the casc with municipal securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such
DTC Participanis and not of DTC, the Issuer, the Trustee, the Paying Agent, the Auction Agent
ar the Company, subject to any statutory and regulatory requirements as may be in effect from



time to time, No assurances can be provided that in the event of bankruptcy or insolvency of
DTC or a DTC Participant through which a beneficial owner holds its interest in Auction Rate
Bonds, payment will be made by DTC or the DTC Participant on a timely basis.

The Issuer, the Trustee, the Paying Agent, the Company and the Remarketing Agent
will recognize DTC or its nominee as the registered owner of Auction Rate Bonds for all
purposes, including notices and consents. Conveyance of notices and other communications by
DTC to DTC Participants and by DTC Parlicipants to beneficial owners will be govemned by
arrangements among them, subject to any statutory and regulatory requirements as may be in
effect from time (0 time.

Bond certificates are required to be issued in exchange for a global certificaie and
registered in such names of the Beneficial Owner and in Authorized Denominations as the
Depository, pursuant to instructions from the Participants or otherwise, will instruct the Trustee
under the following circumstances:

{a) The Depository determines to discontinue providing its service with
respect to the Bonds and no successor has been appointed within 90 days after the
Company receives notice thereof. Such a determination may be made by a Depository
at any time by giving notice to the Company, the Issuer, the Trustee, the Auction
Agent, the Registrar and the Paying Agent and discharging its responstbilities with
respect thereto under applicable law.,

(b) The Company determines that continuation of the system of Book-
Entry transfers through the Securities Depository is not in the best interests of the
Beneficial Owners.

(¢)  The Remarketing Agent has notified the Issuer, the Company, the
Auction Agent, the Registrar, the Paying Agent and the Trustee that the Auction Rate
Bonds should not be maintained in the Book-Entry System.

(d)  The Depository is no longer registered or in good standing under the
Securities Exchange Act or other applicable statute or regulation and no successor has
been appointed within 90 days after the Company receives notice thereof.

DTC, which is a New York-chartered, limited purpose trust company, performs
services for its participants (including the DTC Participants), some of whom (and/or their
representativesy own DTC. DTC maintains lists of its participants and will maintain the
positions (ownership interests) held by each DTC Participant in Auction Rate Bonds, whether as
an Existing Holder for its own account or as a nominee for another Existing Holder. Each
beneficial owner of Auction Rate Bonds must make arrangements with its DTC Participant or
Broker-Dealer to reccive notices and payments with respect to Auction Rate Bonds.

Beneficial Owners of the Bonds may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Bonds, such as
redemptions, tenders, defaults and proposed amendments to the Bond documents. Beneficial



Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has
agreed to obtain and transmit notices to Beneficial Owners, or in the alternative, Beneficial
Owners may wish to provide their names and addresses to the Registrar and request that copies
of notices be provided directly to them.

THE ISSUER, THE COMPANY, THE TRUSTEE, THE REGISTRAR, THE
PAYING AGENT, THE AUCTION AGENT, THE BROKER-DEALER AND THE
REMARKETING AGENT HAVE NO RESPONSIBILITY WITH RESPECT TO (I) THE
ACCURACY OF THE RECORDS OF DTC OR ANY DTC PARTICIPANT AS TO THE
BENEFICIAL OWNERSHIP OF AUCTION RATE BONDS; (Il) THE DELIVERY OF
EITHER NOTICES OR PAYMENT TO ANY PARTY OTHER THAN DTC OR TS
NOMINEE AS REGISTERED OWNER OF AUCTION RATE BONDS; (IIf) ANY CONSENT
GIVEN OR OTHER ACTION TAKEN BY DTC OR ITS NOMINEE AS THE HOLDER OF
RECORD OF ALL ISSUED AND QUTSTANDING AUCTION RATE BONDS; OR (IV) THE
SELECTION BY DTC OR ANY DTC PARTICIPANTS OF ANY BENEFICIAL OWNERS
TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF AUCTION
RATE BONDS.

See “Book-Entry-Only System™ below for further information about DTC and its
procedures,

Changes in the Auction Terms

Changes in Auction Period. During any ARS Rate Period, the Company may, from
time to time on the Intercst Payment Date immediately following the end of any Auction Period,
change the length of the Auction Period with respect to all of the Bonds among daily, seven-
days, 28-days, 35-days, three months, six months or a Flexible Auction Period in order to
accommodate economic and financial factors that may affect or be relevant to the length of the
Auction Period and the interest rate borne by the Bonds. The Company will initiate the change
in the length of the Auction Period by giving written notice to the Issuer, the Trustee, the
Auction Agent, the Broker-Dealers and the Depository that the Auction Period will change if the
conditions described in the Auction Procedures are satisfied and the proposed effective date of
the change, at least 10 Business Days prior to the Auction Date for such Auction Period. The
change in length of the Auction Period will take effect only if Sufficient Clearing Bids exist at
the Auction on the Auction Date for such new Auction Period. If there are not Sufficient
Clearing Bids for the first Auction Period, the Auction Rate for the new Auction Period will be
the Maximum Rate, and the Auction Period will be a seven-day Auction Period.

Changes in Auction Date. During any ARS Rate Period, the Auction Agent, at the
direction aof the Company, may specify an earlier or later Auction Date (but in no event more
than five Business Days carlier or later) than the Auction Date that would otherwise be
determined in accordance with the definition of “Auction Date” in order to conform with then
current market practice with respect to similar securities or to accommodate economic and
financial factors that may affect ar be relevant to the day of the week constituting an Auction
Date and the interest rate borne by the Bonds. The Auction Agent will provide notice of the
Company’s direction to specify an earlier Auction Date for an Auction Period by means of a

10



written notice delivered at least 45 days prior to the proposed changed Auction Date to the
Trustee, the Issuer, the Company and the Broker-Dealers with a copy to the Depository. In the
event the Auction Agent is instructed to specify an earlier or later Auction Date, the days of the
week on which an Auction Period begins and ends, the day of the week on which an Auction
Period ends and the Interest Payment Dates relating to a such Auction Period will be adjusted
accordingly.

Changes Resulting from Unscheduled Holidays. 1f, in the opinion of the Auction
Agent and the Broker-Dealers, there is insufficient notice of an unscheduled heliday to allow the
cfficient implementation of the Auction Procedures, the Auction Agent and the Broker-Dealers
may, as they deem appropriate and in accordance with the Auction Procedures, set a different
Auction Date and adjust any Interest Payment Dates and Auction Periods affected by such
unscheduled holiday.

Certain Considerations Affecting Auction Rate Securities

Role of Broker-Dealer. Banc of America Securities LLC (the “Broker-Dealer”) has
been appointed by the issuers or obligors of various auction rate securities to serve as a dealer in
the auctions for those securities and is paid by the issuers or obligors for its services. Banc of
America Securities LLC receives broker-dealer fees from such issuers or obligors at an agreed-
upon annual rate that is applied to the principal amount of securities sold or successfully placed
through Banc of America Securities LLC in such auctions.

Banc of America Securities LLC is designated in the Broker-Dealer Agreement as the
Broker-Dealer to contact Existing Owners and Potential Owners and solicit Bids for the Bonds.
The Broker-Dealer will receive Broker-Dealer Fees from the Company with respect to the Bonds
sold or successfully placed through it in Auctions for the Bonds. The Broker-Dealer may share a
portion of such fees with other dealers that submit Orders through it that are filled in the Auction
for the Bonds,

Bidding_by Broker-Dealer. The Broker-Dealer is permitted, but not obligated, to
submit Orders in Auctions for the Bonds for its own account either as a buyer or seller and
routinely does so in the auction rate securities market in its sole discretion. If the Broker-Dealer
submits an Order for its own account, it would have an advantage over other Bidders because the
Broker-Dealer would have knowledge of the other Orders placed through it in that Auction for
the Bonds and thus, could determine the rate and size of its Order so as to increase the likelihood
that (i) its Order will be accepted in the Auction for the Bonds and (ii) the Auction for the Bonds
will clear at a particular rate. For this reason, and because the Broker-Dealer is appointed and
paid by the Company to serve as a Broker-Dealer in the Auctions for the Bonds, the Broker-
Dealer’s interests in serving as Broker-Dealer in an Auction for the Bonds may differ from those
of Existing Owners and Potential Owners who participate in Auctions for the Bonds. See “Role
of Broker-Dealer.” The Broker-Dealer would not have knowledge of Orders submitted to the
Auction Agent by any other firm that is, or may in the future be, appointed to accept Ordess
pursuant to a Broker-Dealer Agreement,
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The Broker-Dealer is the only Broker-Dealer appointed by the Company to serve as
Broker-Dealer in the Auctions for the Bonds, and as long as that remains the case it will be the
only Broker-Dealer that submits Orders to the Auction Agent in the Auctions for the Bonds. As
aresult, in such circumstances, the Broker-Dealer may discern the clearing rate before the Orders
are submitted to the Auction Agent and set the clearing rate with its Order.

The Broker-Dealer routinely places bids in auctions generally for its own account to
acquire securities for its inventory, to prevent an “Auction Failure” (which occurs if there are
msutticient clearing bids and results in the auction rate being set at the maximum rate} or o
prevent an auction from clearing at a rate that the Broker-Dealer believes does not reflect the
market for such securities. The Broker-Dealer may place ane or more Bids in an Auction for the
Bonds for its own account to acquire the Bonds for its inventory, to prevent an Auction Failure
or to prevent Auctions for the Bonds from clearing at a rate that the Broker-Dealer believes does
not reflect the market for the Bonds. The Broker-Dealer may place such Bids even afier
obtaining knowledge of some or all of the other Orders submitted through it. When Bidding in
an Auction for the Bonds for its own account, the Broker-Dealer also may Bid inside or outside
the range of rates that it posts in its Price Talk. See “Price Talk.”

The Broker-Dealer also may encourage Bidding by others in Auctions for the Bonds
to prevent an Auction for the Bonds from clearing at a rate that the Broker-Dealer believes does
not reflect the market for the Bonds. The Broker-Dealer may encourage such Bids even after
obtaining knowledge of some or all of the other Orders submitted through it.

Bids by the Broker-Dealer are likely to affect (i} the Auction Rate — including
preventing the Auction Rate from being set at the Maximum Rate or otherwise causing Bidders
t0 receive a lower rate than they might have received had the Broker-Dealer not Bid and (ii) the
allocation of the Bonds being auctioned — including displacing some Bidders who may have their
Bids rejccted or receive fewer Bonds than they would have received if the Broker-Dealer had not
Bid. Because of these practices, the fact that an Auction for the Bonds clears successfully does
not mean that an investment in the Bonds involves no significant liquidity or credit risk. The
Broker-Dealer is not obligated to continue to place such Bids in any particular Auction for the
Bonds to prevent an Auction Failure or an Auction for the Bonds from clearing at a rate the
Broker-Dealer believes does not reflect the market for the Bonds. Investors should not assume
that the Broker-Dealer will place Bids so that Auction Failures will not occur. Investors should
also be aware that Bids by the Broker-Dealer may cause lower Auction Rates to occur.

The statements herein regarding Bidding by a Broker-Dealer apply only to a Broker-
Deater’s auction desk and any other business units of the Broker-Dealer that are not separated
from the auction desk by an information barrier designed to limit inappropriate dissemination of
bidding information.

In any particular Auction for the Bonds, if all outstanding Bonds are the subject of
Submitted Hold Orders, the Auction Rate for the next succeeding Auction Period will be the All
Hold Rate (such a situation is called an “A#l Hold Auctior™). If the Broker-Dealer holds any
Bonds for its own account on an Auction Date, it is the Broker-Dealer’s practice to submit a Seil
Order into the Auction for the Bonds with respect to such Bonds, which would prevent that
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Auction for the Bonds from being an All Hold Auction. The Broker-Dealer may, but is not
obligated to, submit Bids for its own account in that same Auction for the Bonds, as set forth
above. The Broker-Dealer may also encourage additional or revised investor bidding in order to
prevent an All-Hold Auction. The Broker-Dealer may, but is not obligated to, advise Existing
Holders of the Bonds that the rate that will apply in an All-Hold Auction is often a lower rate
than would apply if Existing Holders submit bids, and such advice, if given, may facilitate the
submission of bids by Existing Holders that would avoid the occurrence of an All-Hold Auction.
A Broker-Dealer may, but is not obligated to, encourage additional or revised investor bidding in
order to prevent an All-Hold Auction.

Price Talk, Before the start of an Auction for the Bonds, the Broker-Dealer, in its
discretion, may make available to its customers who are Existing Owners and Potential Owners
the Broker-Dealer’s good faith judgment of the range of likely clearing rates for the Auction for
the Bonds based on market and other information. This is known as “Price Talk.” Price Talk is
not a guaranty that the Auction Rate established through the Auction for the Bonds will be within
the Price Talk, and Existing Owners and Potential Owners are free to use it or ignore it.

“All-or-Nothing” Bids. The Broker-Dealer will not accept “all-or-nothing” Bids
(ie., Bids whereby the Bidder proposes to reject an allocation smaller than the entire quantity
Bid) or any other type of Bid that allows the Bidder to avoid Auction Procedures that require the
pro rata allocation of Bonds where there are not sufficient Sell Osders to fill all Bids at the
Winning Bid Rate.

No Assurances Regarding Auction Quicomes. The Broker-Dealer provides no
assurance as to the outcome of any Auction. The Broker-Dealer also does not provide any
assurance that any Bid will be successful, in whole or in part, or that the Auction for the Bonds
will clear at a rate that a Bidder considers acceptable. Bids may be only partially filled, or not
filled at all, and the Auction Rate on any Bonds purchased or refained in the Auction for the
Bonds may be lower than the market rate for similar investments.

The Broker-Dealer will not agree before an Auction to buy Bonds from or sell Bonds
to a customer after the Auction.

Deadlines. Each particular Auction for the Bonds has a formal deadline by which all
Bids must be submitted by the Broker-Dealer to the Auction Agent. This deadline is calied the
“Submission Deadline.” To provide sufficient time to process and submit customer Bids to the
Auction Agent before the Submission Deadline, the Broker-Dealer imposes an earlier deadline
for all customers — called the “Broker-Dealer Deadline” — by which Bidders must submit Bids €0
the Broker-Dealer. The Broker-Dealer Deadline is subject to change by the Broker-Dealer.
Potential Owners should consult with the Broker-Dealer as to its Broker-Dealer Deadline. The
Broker-Dealer may allow for correction of Clerical Errors after the Broker-Dealer Deadline and
prior 10 the Submission Deadline. The Broker-Dealer may submit Bids for its own account at
any time¢ until the Submission Deadline and may change Bids it has submitted for its own
account at any time unti the Submission Deadline. The Auction Procedures provide that until
one hour afier the Auction Agent completes the dissemination of the results of an Auction, new
Orders can be submitted to the Auction Agent if such Orders were received by the Broker-Dealer
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or generated by the Broker-Dealer for its own account prior to the Submission Deadline and the
failure to submit such Orders prior to the Submission Deadline was the result of force majeure, a
technological failure or a Clerical Error. In addition until one hour afier the Auction Agent
completes the dissemination of the results of an Auction, the Broker-Dealer may modify or
withdraw an Order submitted to the Auction Agent prior to the Submission Deadline if the
Broker-Dealer determines that such Order contained a Clerical Error. In the event of such a
submission, modification or withdrawal the Auction Agent will rerun the Auction, if nccessary,
taking into account such submission, modification or withdrawal.

Existing Owner's Ability to Resell Auction Rate Securities Mgy Be Limited. An
Existing Owner may sell, transfer or dispose of a Bond (i) in an Auction for the Bonds, only
pursuant to a Bid or Sell Order in accordance with the Auction Procedures, or (ii) outside an
Auction for the Bonds, only to or through the Broker-Dealer.

Existing Owners will be able to sell all of the Bonds that are the subject of their
Submitted Sell Orders only if there are Bidders willing to purchase all those Bonds in the
Auction for the Bonds. If Sufficient Clearing Bids have not been made, Existing Owners that
have submitted Sell Orders will not be able to sell in the Auction for the Bonds all, and may not
be able to sell any, of the Bonds subject to such Submitted Sell Orders. In such event, no
assurance can be given that Sufficient Clearing Bids will be obtained on any succeeding Auction
Date. As discussed above (see “Bidding by Broker-Dealer™), the Broker-Dealer may submit a
Bid in an Auction for the Bonds to avoid an Auction Failure, but it is not obligated to do so.
There may not always be enough Bidders to prevent an Auction Failure in the absence of the
Broker-Dealer Bidding in the Auction for the Bonds for its own accoeunt or encouraging others to
Bid. Therefore, Auction Failures are possible, especially if the Bond [nsurer’s or the Company’s
credit were to deteriorate, if a market disruption were to occur or if, for any reason, the Broker-
Dealer were unable or unwitling to Bid.

Between Auctions for the Bonds, there can be no assurance that a secondary market
for the Bonds will develop or, if it does develop, that it will provide Existing Owners the ability
to resell the Bonds on the terms or at the times desired by an Existing Owner. The Broker-
Dealer, in its own discretion, may decide to buy or sell the Bonds in the secondary market for its
own account from or 10 investors at any time and at any price, including at prices equivalent to,
below, or above par for the Bonds. However, the Broker-Dealer is not obligated to make a
market in the Bonds and may discontinue trading in the Bonds without potice for any reason at
any time; and no assurance can he given that the Broker-Dealer will purchase or will otherwise
be able to locate a purchaser for Bonds that an Existing Owner may wish to sell between
Auctions. Existing Owners who reseil between Auctions for the Bonds may receive an amount
less than par, depending on market conditions.

If an Existing Owner purchased a Bond through a dealer which is not the Broker-
Dealer for the Bonds, such Existing Owner’s ability to sell its Bonds may be affected by the
continued ability of its dealer to transact trades for the Bonds through the Broker-Dealer.

The ability to resell the Bonds will depend on various factors affecting the market for
the Bonds, including news relating to the Bond Insurer or the Company, the attractiveness of
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alternative investments, investor demand for short term securities, the perceived risk of owning
the Bonds (whether related to credit, liquidity or any other risk), the tax or accounting treatment
accorded the Bonds (including U.S. generally accepted accounting principles as they apply to the
accounting treatment of auction rate securilies), reactions of market participants to regulatory
actions (such as those described in “Securities and Exchange Commission Settlements” below)
or press reports, financial reporting cycles and market conditions generally. Demand for the
Bonds may change without warning, and declines in demand may be short-lived or continue for
longer periods.

Resignation of the Auction Agent or the Broker-Dealer Could Impact the Ability to
Hold Auctions. The Auction Agreement provides that the Auction Agent may terminate the

Auction Agreement by giving at least 60 days notice (not less than 30 days notice if the Auction
Agent fee has not been paid for more than 30 days) to the Trustee, the Company, the Bond
Insurer and the Issuer and does not require, as a condition to the effectiveness of such
resignation, that a replacement Auction Agent be in place if its fee has not been paid. The
Broker-Dealer Agreement provides that the Broker-Dealer thereunder may resign upon five
Business Days notice or suspend its duties immediately, in certain circumstances, and does not
require, as a condition to the effectiveness of such resignation or suspension, that a replacement
Broker-Dealer be in place. For any Auction Period during which there is no duly appointed
Auction Agent or Broker-Dealer, it will not be possible to hold Auctions for the Bonds, with the
result that the interest rate on the Bonds will be determined as described in the Auction
Procedures.

Securities and Exchange Commission Settfements. On May 31, 2006, the U.S.
Securities and Exchange Commission (the “SEC ") announced that it had settled its investigation
of fifteen firms, including Banc of America Securities LLC (the “Settling Broker-Dealers™), that
participate in the auction rate securities market regarding their respective practices and
procedures in this market. The SEC alleged in the settiement that the firms had managed
auctions for auction rale securities in which they participated in ways that were not adequately
disclosed. As part of the settlement, the Settling Broker-Dealers agreed to pay civil penalties. In
addition, each Settling Broker-Dealer, without admitting or denying the SEC’s allegations,
agreed to provide to customers written descriptions of its material auction practices and
procedures and to implement procedures reasonably designed to detect and prevent any failures
by that Settling Broker-Dealer to conduct the auction process in accordance with disclosed
procedures. No assurance can be offered as to how the settlement may affect the market for
auction rate securities or the Bonds.

[n addition on January 9, 2007, the SEC announced that it had settled its investigation
of three banks, including Deutsche Bank Trust Company Americas (the “Seftling Auction
Agents”), that participate as auction agents in the auction rate securitics market, regarding their
respective practices and procedures in this market. The SEC alleged in the settlement that the
Settling Auction Agents allowed broker-dealers in auctions to submit bids or revise bids after the
submission deadlines and allowed broker-dealers to intervene in auctions in ways that may have
affected the rates paid on the auction rate securitics. As part of the settlement, the Settling
Auction Agents agreed to pay civil penalties. In addition, each Settling Auction Ageat, without
admitting or denying the SEC’s allegations, agreed to provide to broker-dealers and issuers
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wrilten descriptions of its material auction practices and procedures and to implement procedures
reasonably designed to detect and prevent any failures by that Settling Auction Agent to conduct
the auction process in accordance with disclosed procedures.

Interest Rate Determination Methods

Determination of Inigrest Rotes and Rate Periods (ather than Auction Rate). Following
Conversion from an ARS Rate Period, each interest rate to be determined by the Remarketing
Agent will be the lowest rate of interest which, in the judgment of the Remarketing Agent, would
cause the Bonds to have a market value on the commencement date of such Rate Period equal to the
principal amount thereof plus accrued and unpaid interest, if any, under prevailing market
conditions as of the date of determination. In no event wiil the Variable Rate be an inierest rate in
excess of the Maximum Interest Rate. All determinations of Variable Rates, including Commercial
Paper Rate Periods and Term Rate Periods, pursuant to the Indenture will be conclusive and binding
upon the Issuer, the Company, the Trustee, the Paying Agent, the Liquidity Facility Issuer and the
holders of the Bonds. The Variable Rate in effect for Bonds during any Rate Period will be
available to Holders on the date such Variable Rate is determined, between 1:00 p.m. and 5:00 p.m.,
New York City time, from the Remarketing Agent or the Trustee at their principal offices. Under
the Indenture, the Bonds may be in differcnt Rate Periods af any one time and the provisions of the
Indenture will separately apply with respect to each portion of the Bonds.

During any transitional period for a conversion from the Commercial Paper Rate Period
to a Daily or Weekly Rate Period in which the Remarketing Agent is setting different Commercial
Paper Rate Periods in order to effect an orderly transition of such conversion, Bonds bearing interest
at the Commercial Paper Rate will be governed by the provisions of the Indenture applicable to
Commercial Paper Rate Periods and Commercial Paper Rates, and Bonds bearing interest at the
Daily Rate or Weekly Rate, as applicable, will be governed by the provisions of the Indenfure
applicablc to such Daily Rates and Daily Rate Periods or Weekly Rates and Weekly Rate Periods,
as the case may be.

Commercial Paper Rate and Commercial Paper Rate Period. The Commercial Paper
Rate Period for each Bond will be determined separately by the Remarketing Agent on or priot to
the first day of such Commercial Paper Rate Period as being the Commercial Paper Rate Period
which, in the judgment of the Remarketing Agent, will, with respect to each Bond, ultimately
produce the lowest overall interest cost on the Bonds during the Commercial Paper Rate Period;
provided that each Commercial Paper Rate Period will be from one day to 270 days in length, will
begin on a Business Day and end on a day preceding a Business Day or the day preceding the
Maturity Date. The Commercial Paper Rate for each Commetcial Paper Rate Period will be
effective from and including the commencement date of such period and remain in effect to and
including the last day thereof, Each such Commercial Paper Rate will be determined by the
Remarketing Agent no later than 1:00 p.m., New York City time, on the first day of the Commercial
Paper Rate Period as the minimum rate of interest necessary, in the judgment of the Remarketing
Agent, to enable the Remarketing Agent to sell such Bond on that day at a price equal to the
principal amount thereof. If the Remarketing Agent has received notice of any conversion to a
Term Rate Period, the remaining number of days prior to the Conversion Date or, if the
Remarketing Agent has received notice of any conversion from a Commercial Paper Rate Period to

16



a Daily or Weekly Rate Period, the length of each Commercial Paper Rate Period for each Bond
will be determined by the Remarketing Agent to be cither (i) that length of period that, as soon as
possible, will enable the Commercial Paper Rate Periods for all Bonds to end on the day before the
Conversion Date, or (ii) that length of period which, based on the Remarketing Agent’s judgment,
will best promote an orderly transition to the next Rate Period. [f a Liquidity Facility is then in
effect, no Commercial Paper Rate Period may be established which is longer than a period equal to
the maximum number of days’ interest coverage provided by such Liquidity Facility minus 15 days
or which extends beyond the remaining term of such Liquidity Facility minus 15 days.

Daily Raie and Daily Rate Period. Daily Rate Periods will commence on a Business
Day and will extend to, but not include, the next succeeding Business Day. The Daily Rate for each
Daily Rate Period will be effective from and including the commencement date thereof and will
remain in cffect during that Daily Rate Period. Each such Daily Rate will be determined by the
Remarketing Agent no later than 10:30 a.m., New York City time, on the Business Day which is the
commencement date of the Daily Rate Period to which it relates.

Weekly Rate and Weekly Rate Period. Weekly Rate Periods will commence on
Wednesday of each week and end on Tuesday of the following week, except that (i) in the case of a
conversion to a Weekly Rate Period, the initial Weekly Rate Period for Bonds will commence on
the Conversion Date and end on Tuesday of the following week; and (ii) in the case of a conversion
from a Weekly Rate Period to a different Rate Period, the last Weekly Rate Period prior to
conversion will end on the last day immediately preceding the Conversion Date. The Weekly Rate
for each Weekly Rate Period will be effective from and including the commencement date of such
period and will remain in effect through and including the last day thereof. Each such Weekly Rate
will be determined by the Remarketing Agent no later than 10:00 a.m., New York City time, on the
commencement date of the Weekly Rate Period to which it relates.

Term Rate and Term Rate Period. Term Rate Periods will commence either on a
Conversion Date (including a conversion from a Term Rate Period to a Term Rate Period of a
different duration) or, if then in a Term Rate Period, the commencement date of an immediately
successive Term Rate Period of the same duration and extend to but not include either the
commencement date of an immediately successive Term Rate Period (of whatever duration) or the
Conversion Date on which an ARS, Daily, Weekly or Commercial Paper Rate Period becomes
effective. The Term Rate for each Term Rate Period will be effective from and including the
commencement date of such period and remain in effect through and including the last day thereof.
Each such Term Rate will be determined by the Remarketing Agent not later than 12:00 noon, New
York City time, on the Business Day immediately preceding the commencement date of such
period. The duration of each successive Term Rate Period will be the same as the then current Term
Rate Period until the Company elects to convert the Term Rate Period to an ARS, Daily, Weekly or
Commercial Paper Rate Period, or 10 a Term Rate Period of a different duration, all as provided in
the Indenture.

Failure of Remarketing Agent to Set Rate. If the Remarketing Agent fails for any reason
to determine the rate for any Rate Period, then the Bonds will bear such interest at the last effective
rate established for such Rate Period, except as otherwise set forth in the Indenture.
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Conversions

Conversions Between Rate Periods. At the option of the Company, the Bonds may be
converted from one Rate Period to another, including a conversion from one Term Rate Period to
another Term Rate Period of a different duration. The Conversion Date must be an Interest
Payment Date for the Rate Period from which the conversion is to be made; provided, however, that
{i) if the conversion is from a Term Rate Period to another Rate Period, including a Term Rate
Period of a different duration, the Conversion Date must be limited to any Interest Payment Date
upon which the Bonds are subject to optional redemption pursuant to the Indenture or the last
Interest Payment Date of that Term Rate Period, as the case may be; (ii) if the conversion is from a
Daily Rate Period to a Weekly Rate Period, or from a Weekly Rate Period to a Daily Rate Period,
the Conversion Date may be any Wednesday, regardless of whether the Wednesday is an Interest
Payment Date; (iit) if the conversion is from an ARS Rate Pertod, the Conversion Date must be the
Interest Payment Date following the final Auction Period; and (iv) if the conversion is from a
Commercial Paper Rate Period, the Conversion Date must be the last Interest Payment Date on
which interest is payable for all Bonds bearing Commercial Paper Rates theretofore estabiished;
provided, however, that if the conversion is from a Commercial Paper Rate Period to a Daily or
Wecekly Rate Period, there may be more than one Conversion Date in accordance with the Indenture
and in that case the Conversion Date with respect to each Bond must be an Interest Payment Date
for such Bond.

Not fewer than 15 days prior to the Conversion Date in the case of conversions from
ARS, Daily, Weekly and Commercial Paper Rate Periods, and not fewer than 30 days prior to the
Conversion Date in the case of a conversion from a Term Rate Period, and not fewer than 30 days
prior to the last Business Day before the commencement of a new Term Rate Period, the Trustee
will mail by first class mail a written notice of the conversion or of the commencement of such new
Term Rate Period to each holder stating: (i) in the case of a conversion, the type of Rate Period to
which the conversion will be made and the Conversion Date, or, in the case of a conversion to the
ARS Rate Period, the ARS Conversion Date; (ii) that the Bonds will be subject to mandatory tender
for purchase on the Conversion Date or on the Business Day immediately succeeding the last day of
a Term Rate Period, as the case may be, and the purchase price of the Bonds; (iii) in the case of a
convetsion to an ARS Rate Period, the length of the Initial Period, the first Auction Date, the first
Interest Payment Date following the ARS Conversion Date and the initial Auction Period; and {iv)
if the Bends are no longer in book-entry form and are therefore in certificated form, information
with respect to required delivery of bond certificates and payment of the purchase price pursuant to
the Indenture.

Conditions Precedent to Conversions. Any conversion (i) from a Daily, Weekly or
Commercial Paper Rate Period 1o a Term Rate Period, (ii) from a Term Rate Period to a Daily,
Weekly or Commercial Paper Rate Period, (iii) to or from an ARS Rate Period, or (iv) to a Term
Rate Period from a Term Rate Period (on a date other than the date originally scheduled as the last
[nterest Payment Date of the then current Term Rate Period) will be subject to the condition that on
or before the Conversion Date, the Company will have delivered to the Issuer, the Trustee, the
Auction Agent, the Broker-Dealer, the Paying Agent, the Bond Insurer and the Remarketing Agent
an Opinion of Bond Counsel to the effect that the conversion is authorized under the Indenture and
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the Act and will not adversely affect the exclusion from gross income of interest on the Bonds for
federal income tax purposes.

As a condition to any conversion from the ARS Rate Period to a Rate Period that
provides for either optional or mandatory tender for purchase of Bonds prior to maturity, unless the
Bond Insurer otherwise consents, a Liquidity Facility acceptable to the Bond Insurer must be
delivered to the Trustee. The Liquidity Facility, if any, to be held by the Trustee after the
Conversion Date must be sufficient to cover the principal of and accrued interest on the outstanding
Bonds for the maximum Interest Period permitted for that particular Rate Period plus 15 days, and,
if a Liquidity Facility is to be held by the Trustee after the conversion of the Bonds to a Term Rate
Period, that Liquidity Facility must also extend for the entire Term Rate Period plus 15 days. Ifa
Liquidity Facility is in effect and the purchase price of the Bonds under the Indenture includes any
premium, such conversion will be subject to the condition that the Trustee will have confirmed prior
to mailing notice to the holders of such conversion that the Trustee is entitled to draw on that
Liquidity Facility in an aggregate amount sufficient to pay the applicable purchase price (including
such premium),

Failure of Conversion. If for any reason a condition precedent to a conversion of the
Bonds {other than a conversion of the Bonds from an ARS Rate Period) is not met, the conversion
will not be effective (although any mandatory tender pursuant to the Indenture will be made on such
date if the notice required under the Indenture has been seat to holders stating that the Bonds would
be subject to mandatory purchase on that date), and the Bonds, except as otherwise provided and
subject to the conditions set forth in the Indenture, generally will be converted to a Weekly Rate
Period and bear interest at the Weekly Rate determined by the Remarketing Agent as of the date on
which the conversion was to occur,

If the conversion is from an ARS Rate Period, at any time prior to 10:00 a.m. New
York City time on the Business Day immediately preceding the Conversion Date the Company
may withdraw its notice of conversion and the Auction for such Bonds will be held on such
Auction Date as if no conversion notice had ever been given. If on a Conversion Date the
conversion natice has not been withdrawn as set forth in the preceding sentence and any
condition precedent to such conversion has not been satisfied, the Trustee will give notice by
Electronic Means as soon as practicable and in any event not later than the next succeeding
Business Day to the holders of the Bonds to have been converted, the [ssuer, the Auction Agent,
the Broker-Dealer and the Bond Insurer that such conversion has not occurred, that the Bonds
will not be purchased on the failed Conversion Date, that the Auction Agent will continue o
implement the Auction Procedures on the Auction Dates with respect to such Bonds which
otherwise would have been converted excluding, however, the Auction Date falling on the
Business Day next preceding the failed Conversion Date, and that the interest rate will continue
to be the Auction Period Rate; provided, however, that the interest rate borne by the Bonds
which otherwise would have been converted during the Auction Period commencing on such
failed Conversion Date will be the Maximum Rate, and the Auction Period will be the seven-day
Auction Ieriod.
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Optional Tenders

Purchase Price and Purchase Dates. The holders of Bonds bearing interest for a Daily
or Weekly Rate Period may elect to have their Bonds or portions thereof purchased at a purchase
price equal to 100% of the principal amount of such Bonds (or portions thereof in an Authorized
Denomination), plus any interest accrued from the immediately preceding Interest Payment Date
and unpaid. There is no optional tender right while the Bonds are in a Commercial Paper Rate,
Term Rate or ARS Rate Period.

Daily Rate. Bonds bearing interest at Daily Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon telephonic or electronic
notice of tender given not later than 11:00 a.m., New York City time, on the purchase date to the
Paving Agent. Any telephonic notice must be promptly confirmed by the holder to the Paying
Agent in writing.

Weekly Rate. Bonds bearing interest at Weekly Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon delivery of written or
electronic notice of tender to the Paying Agent not later than 5:00 p.m., New York City time, on a
Business Day not fewer than seven days prior to the purchase date,

Notice of Tender, When a book-entry-only system is in effect, a Beneficial Owner
through its Direct Participant of that book-entry-only system may tender its interest in a Bond {or
portion of Bond) by delivering notice, in the manner and by the time set forth above, to the Paying
Agent stating the principal amount of the Bond (or portion of Bond being tendered), payment
instructions for the purchase price and the purchase date. The Beneficial Owner will effect delivery
of such Bonds by causing such Direct Participant to transfer its interest in the Bonds equal to such
Beneficial Owner’s interest on the records of DTC to the participant account of the Paying Agent
with DTC. When a book-entry-only system is not in effect, a holder of a Bond may tender the Bond
(or portion of Bond) by delivering a notice, in the manner and by the time set forth above, to the
Paying Agent which states (A) the principal amount of the Bond or Bonds to which the notice
relates, (B) that the holder irrevocably demands purchase of such Bond or Bonds or a specified
portion thereof in an amount equal to the lowest denomination then authorized or an integral
multiple of such lowest denomination, (C) the date on which such Bond or portion is to be
purchased, and (D) payment instructions with respect to the purchase price.

Mandatory Tenders

Commercial Paper Rate Periods, Each Bond bearing interest at a Commercial Faper
Rate will be subject to mandatory tender for purchase, on the Interest Payment Date applicable to
such Bond, at a purchase price equal to 100% of the principal amount theteof.

Conversion Dates. On any Conversion Date (other than a Conversion Date from a Daily
Rate Period to a Weekly Rate Period or from a Weekly Rate Period to a Daily Rate Period), the
Bonds will be subject to mandatory tender for purchase on such Conversion Date at a purchase price
equal to 100% of the principal amount thereof or, in the case of Bonds bearing interest at a Term
Rate which are tendered on a day on which those Bonds are subject to optional redemption at a
redemption price of more than 100% of the principal amount redeemed, at a purchase price equal to

20



that redemption price; provided, however, that in the event that the conditions of a conversion
from an ARS Rate Period are not satisfied, including the failure to remarket all such Bonds on
the Conversion Date, the Bonds will not be subject to mandatory fender for purchase on that
Conversion Date, will be returned to the holders, will automatically convert to a seven-day
Auction Period and will bear interest at the Maximum Rate.

Term Rate Periods. On the Business Day immediately succeeding the last day of each
Term Rate Period, the Bonds will be subject to mandatory tender for purchase on such date at a
purchase price equal to 100% of the principal amount thereof.

Upon Delivery of Liquidity Facility. 1f, at the option of the Company, a Liquidity
Facility is delivered with respect to the Bonds pursuant to the Indenture, the Bonds will be subject to
mandatory tender for purchase at a purchase price equal to 100% of the principal amount thereof on
the date of the delivery of the Liquidity Facility.

Notices of Mandatory Tenders. Not fewer than 15 days prior to the Conversion Date in
the case of conversions from ARS, Daily, Weekly and Commercial Paper Rate Periods or the initial
delivery date of a Liquidity Facility, and not fewer than 30 days prior to the Conversion Date in the
case of a conversion from a Term Rate Period and not fewer than 30 days prior to the last Business
Day before the commencement of a new Term Rate Period, the Trustee will mail by first class mail
a written notice to each holder, setting forth those marters required by the Indenture, including a
statement that the Bonds will be subject to mandatory purchase on the Conversion Date or on the
Business Day immediately succeeding the last day of the current Term Rate Period. No notice will
be given in connection with the mandatory purchase of a Bond bearing intcrest at a Commercial
Paper Rate on an Interest Payment Date applicable to such Bond.

Remarketing and Purchase of Tendered Bonds

The Indenture provides that, unless otherwise instructed by the Company, the
Remarketing Agent will offer for sale and use its best efforts to find purchasers for all Bonds or
portions thereof for which notice of tender has been received or which are subject to mandatory
tender for purchase. The Remarketing Agent will not sell any Bond as to which a notice of ¢ither
conversion from one type of Rate Period to another or redemption has been given by the Trustee,
unless the Remarketing Agent has advised the person to whom the sale is made of the conversion or
redemption. There will be no purchase of Bonds if an acceleration has been declared under the
Indenture due to any Event of Default described under “THE INDENTURE — Events of Default,”
and there will be no remarketing of Bonds if there has occurred and is continuing an Event of
Default or a Default under the Indenture, except in the sole discretion of the Remarketing Agent.

The purchase price of Bonds tendered for purchase will be paid by the Paying Agent
from the following funds in the priority indicated: (i) proceeds of the remarketing of such Bonds by
the Remarketing Agent to persons other than the Company, its affiliates or the Issuer, {ii) proceeds
of the Liquidity Facility, if any, (iii) proceeds of the remarketing of such Bonds by the Remarketing
Agent to the Company, and (iv) proceeds of the remarketing of such Bonds by the Remarketing
Agent to an Affiliate of the Company or the Issuer.
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Payment of Purchase Price

When a book-entry-only system is in effect, the requirement for physical delivery of the
Bonds will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct
Participants on the records of DTC to the participant account of the Paying Agent.

When a book-entry-only system is not in effect, all Bonds to be purchased on any date
must be delivered to the Principal Office of the Paying Agent at or before (i) 12:00 noon, New York
City time, on the purchase date in the case of Bonds accruing interest at Auction or Weekly Rates;
(i) 1:00 p.m., New York City time, on the purchase date in the case of Bonds bearing interest at
Daily or Commercial Paper Rates; or (iii) 3:00 p.m., New York City time, on the purchase date in
the case of Bonds bearing interest at a Term Rate. If the holder of any Bond (or portion thereof)
that is subject to purchase fails to deliver such Bond to the Paying Agent for purchase on the
purchase date, and if the Paying Agent is in receipt of the purchase price, the Bond will be
purchased on the day fixed for purchase and ownership of such Bond (or portion thereof) will be
transferred to the purchaser. If on the purchase date the Paying Agent is in receipt of the purchase
price for all Bonds ta be purchased on that purchase date, the holder of any such Bond will have no
further rights thereunder except the right to receive the purchase price thereof and, if the purchase
date coincides with an Interest Payment Date and if such holder was the holder of the Bond on the
Regular Record Date pertaining to the Interest Payment Date, such rights as the holder may have to
interest accrued to and unpaid on such Interest Payment Date.

Redemption

QOptional Redemption. The Bonds will be subject to optional redemption by the Issuer
at the direction of the Company, in whole or in part, as follows:

(i) During any ARS Rate Period, on the Interest Payment Date immediately
following the end of an Auction Period, at a redemption price equal to 100% of the principal
amount thereof, plus accrued and unpaid interest, if any, to the redemption date, provided that
after any optional redemption in part there will not be less than $10,000,000 in aggregate
principal amount of any Bonds bearing intercst at an Auction Period Rate unless otherwise
consented to by the Broker-Dealer;

(i) During any Daily ar Weekly Rate Period, on any Interest Payment Date, at a
redemption price equal to 100% of the principal amount thereof, plus accrued and unpaid interest, if
any, to the redemption date.

(i) During any Commerciat Paper Rate Period for a Bond, on the Interest Payment
Date for that Bond, at a redemption price equal to 100% of the principal amount thereof, plus
accrued and unpaid interest, if any, to the redemption date.

(iv) During a Term Rate Period, on any date which occurs on or afier the first day of
the optional redemption period, and at the redemption prices, expressed as a percentage of the
principal amount being redeemed, plus accrued and unpaid interest, if any, to the redemption date,
as follows:
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Length of Term
Rate Period

More than 13 years

Mare than 10, but not
.more than 13 years

More than 5, but not
maore than 10 years

5 years or less

First Day of Optional
Redemption Period

Tenth anniversary of
commencement of Term
Rate Period

Eighth anniversary of
commencement of Term
Rate Period

Fifth anniversary of
commencement of Term

Rate Period

Non-cailable

Redemption Price
100%

100%

100%

Non-callabie

If at the time of the Company’s notice to the Trustee of a conversion fo a Term Rate
Period (including a conversion from a Term Rate Period to a Term Rate Period of a difierent
duration), the Company satisfies certain conditions, including provision of an Opinion of Bond
Counsel that a change in the redemption provisions of the Bonds will not adversely affect the
exclusion from gross income of interest on the Bonds for federal income tax purposes, the
redemption periods and redemption prices may be revised, effective as of the date of such

conversion.

Extraordinary Optional Redemption During a Term Rate Period, During a Term Rate

Period, the Bonds are subject to redemption by the Issuer in whole or in part at a redenption price
of 100% of the principal amount redeemed, plus accrued and unpaid interest to the redemption date,
upon the occurrence of any of the following events.

(a)

A Project or a Generating Station is damaged or

destroyed to such an extent that (i) it cannot reasonably be
expected to be restored, within a period of six consecutive months,
to the condition thereof immediately preceding such damage or
destruction ot (2) the Company is reasonably expected to be
prevented from carrying on its normal operations in connection
therewith for a period of six consecutive months.

(b) Title to, or the temporary use of; all or a significant
part of a Project or a Generating Station is taken under the exercise
of the power of eminent domain (1) to such extent that it cannot
reasonably be expected to be restored within a period of six
consecutive months to a condition of usefulness comparable to that
existing prior to the taking or {2) to such an extent that the
Company is reasenably expected to be prevented from carrying on
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its normal operations in connection therewith for a period of six
consecutive months.

(<) As aresult of any changes in the Constitution of the
State, the Constitution of the United States of America or any state
or federal laws or as a result of legislative or administrative action
(whether state or federal) or by final decree, judgment or order of
any court or administrative bady (whether state or federal} entered
after any contest thereof by the Issuer or the Company in good
faith, the Loan Agreement becomes void or unenforceable or
impossible of performance in accordance with the iment and
purpose of the parties as expressed in the Loan Agreement.

(d)  Unreasonable burdens or excessive liabilities are
imposed upon the Issuer or the Company with respect to a Project
or a Generating Station or the operation thereof, including, without
limitation, the imposition of federal, state or other ad valorem,
property, income or other taxes other than ad valorem taxes at the
rates presently levied upon privately owned property used for the
same general purpose as a Project or a Generating Station.

(8) Changes in the economic availability of raw
materials, operating supplies, energy sources or supplies or
facilities (including, but not limited to, facilities in cannection with
the disposal of industrial wastes) necessary for the operation of a
Project or a Generating Station for the Project Purposes occur or
technological or other changes occur which the Company cannot
reasonably overcome or control and which in the Company’s
reasonable judgment render a Project or a Generating Station
uneconomic or obsolete for the Project Purposes.

(f) Any court or administrative body enters a judgment,
order or decree, or takes administrative action, requiring the
Company to cease all or any substantial part of its operations
served by a Project or a Generating Station to such extent that the
Company is or will be prevented from carrying on its normal
operations at a Project or a Generating Station for a period of six
consecutive months.

(g)  The termination by the Company of operations at a
Generating Station.

As vsed under this caption, the term “a Project” means the portion of the Project
Facilities at a particular Generating Station.

Mandatory Redemption Upor a Determinasion of Taxability. The Bonds are subject to
mandatory redemption by the Issuer at a redemption price of 100% of the principal amount thereof,
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plus interest accrued to the redemption date, at the earliest practicable date selected by the Trustee,
afier consultation with the Company, but in no event later than 180 days following the receipt by the
Trustee of notification of a Determination of Taxability, as defined below. Such redemption will be
either in whole or, if in the Opinion of Bond Counsel the Determination of Taxability will not apply
to Bonds remaining outstanding after such redemption, in part.

A “Determination of Taxability” means written notice from the Company of the
occurrence of a final decision, ruling or technical advice by any federal judicial or administrative
authority to the effect that, as a result of a failuwe by the Company to observe or perform any
covenant, agreement or obligation on its part 1o be observed or performed under the Loan
Agreement or the inaccuracy of any representation made by the Company in the Loan Agreement,
interest on any Bond is or was includable in the gross income of the owner of that Bond for federal
income tax purposes, other than an owner who is a “substantial user” of the Projects or a “related
person” as those terms are used in Section 147(a) of the Code; provided that, no decision by any
court or decision, ruling or technical advice by any administrative authority will be considered final
(a) unless the beneficial owner involved in the proceeding or action giving rise to such decision,
ruling or technical advice (i) gives the Company and the Trustee prompt notice of the
commencement thereof, together with evidence satisfactory to the Company and the Trustee that
such party is the beneficial owner and (i) offers the Company the opportunity to control the contest
thereof, provided that the Company has agreed to bear all expenses in connection therewith and to
inderanify the beneficial owner against all liabilities in connection therewith, and (b) until the
expiration of all periods for judicial review or appeal. A Determination of Taxability will not result
from the inclusion of interest on any Bond in the computation of the alternative minimum tax
imposed by Section 55 of the Code, the branch profits tax on foreign corporations imposed by
Section 884 of the Code or the tax imposed on net excess passive income of cerigin S corporations
under Section 1375 of the Code.

If the Indenture has been released in accordance with its terms prior to the occurrence of
a Determination of Taxability, the Bonds will not be subject to mandatory redemption.

Partial Redemption. If fewer than all of the Bonds arc to be redeemed, the selection
of Bonds to be redeemed, or portions thereof in amounts equal to the lowest Authorized
Denomination, will be made by lot by the Trusiee in any manner which the Trustee may
determine. In the case of a partial redemption of Bonds by lot when Bonds of denominations
greater than the lowest Authorized Denomination are then outstanding, each unit of face value of
principal thereof equal to the lowest Authorized Denomination will be treated as though it were a
separatc Bond of such lowest Authorized Denomination. Ifit is determined that one or more, but
not all of the units of face value represented by a Bond are to be called for redemption, then upon
notice of redemption of a unit or units, the holder of that Bond will surrender the Bond to the
Trustee (a) for payment of the redemption price of the unit or units of face value called for
redemption (including without limitation, the interest accrued to the date fixed for redemption
and any premium), and (b) for issuance, without charge to the holder thereof, of 2 new Bond or
Bonds of any Authorized Denominations in an aggregate principal amount equal to the
unmatured and unredeemed portion of the Bond surrendered.

Natice of Redemption. The Trustee will give notice of the redemption on behalf of the
Issuer by mailing a copy of the redemption notice by first class mail, postage prepaid, at least 30
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days but not more than 90 days prior to the redemption date, to the owner of each Bond subject to
redemption in whole or in part and to the Auction Agent and the Bond Insurer. Failure to receive
any such notice, or any defect therein in respect of any Bond, will not affect the validity of the
redemption of any Bond. 1f at the time of mailing of the notice of redemption there has not been
deposited with the Trustee moneys sufficient to redeem all Bonds called for redemption, if the
Coropany so directs, such notice may state that it is conditional, subject to the deposit of moneys
sufficient for the redemption with the Trustee not later than the redemption date and such notice will
be of no eftect unless such moneys are so deposited. If either (A) unconditional notice of
redemption was mailed or (B) conditional notice was maited and the moneys sufficient to redeem
all Bonds on the redemption date have been deposited with the Trustee, then in either event, the
Bonds and portions thereof called for redemption will become due and payable on the redemption
date, and upon presentation and surrender thereof at the place or places specified in that notice, will
be paid at the redemption price, plus interest accrued to the redemption date.

So long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, all
notices of redemption will be sent only to Cede & Co., and delivery of notice of redemption to the
Direct Participants, if any, will be solely the responsibility of DTC.

Book-Entry-Only System

Portions of the following information concerning DTC and DTC's book-entry-only
system have been obtained from DTC. The Issuer, the Company, Bond Counsel and the
Underwriter make ro representation as to the accuracy of such information. See “THE BONDS
— Auction Rate Bonds — Depository” for information about DTC and its procedures relating to
Auction Rate Bonds,

The Depository Trust Company (“DTC"), New York, New York, will act as securities
depository tor the Bonds. The Bonds will be issued as fully-registered bonds registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
autharized representative of DTC. One fully-registered Bond certificate will be issued for each
series of the Bonds, in the aggregate principal amount of such series, and will be deposited with
DTC or its custodian.

DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation™
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934,
DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity
issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC’s participants ( “Direct Participants ) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-eniry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securitics brokers and dealers,
banks, frust companies, clearing corporations, and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC™). DTCC, in turn, is
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owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing
Corporation (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
inditectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dicc.com and www.dte.org.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owner™) is in turn o be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, al! Bonds deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name
as may be requested by an authorized representative of DTC. The deposit of Bands with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shatl be sent to DTC. if less than all of the Bonds within an issue
are being redeemed, DTC’s practice is to determine by lot the amount of the inferest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as passible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
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Direct Participants to whose accounts Bonds are credited on the record date (identified in a listing
aftached to the Omnibus Proxy).

Payments of principal of and interest on the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Issuer or Paying Agent, on payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC nor its nomineg, the Paying Agent, the Issuer or
the Company, subject to any statutory or regulatory requiremenis as may be in effect from time to
time. Payment of principal of and interest on the Bonds to Cede & Co. (or such other nominee as
may be requested by an authorized representative of DTC) is the responsibility of the Issuer or
Paying Agent, disbursement or such payments to Direct Participants will be the responsibility of
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.

A Beneficial Owner may give notice to elect to have its Bonds purchased or tendered,
through its Participant, to the Paying Agent, and will effect delivery of such Bonds by causing the
Direct Participant to transfer the Participant’s interest in the Bonds on DTC’s records to the
Paying Agent. The requirement for physical delivery of Bonds in connection with a demand for
purchase or a mandatory purchase will be deemed satisfied when thc ownership rights in the
Bonds are transferred by Direct Participants on DTC’s records.

DTC may discontinue providing its services as depository with respect to the
Securities at any time by giving reasonable notice to the Issuer or Paying Agent. Under such
circumstances, in the event that a successor depository is not obtained, Bond certificates are
required 1o be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Bond certificates will be printed and
delivered.

The information in this section concering DTC and DTC’s baok-entry system has
been obtained from sources that the Issuer believes to be reliable, but the Issuer takes no
responsibility for the accuracy thereof.

So long as Cede & Co., as nominee of DTC, is the registered owner of any of the
Bonds, the Beneficial Owners of such Bonds will not receive or have the right to receive physical
delivery of the Bonds, and references herein to the registered owners of such Bonds will mean
Cede & Co. and will not mean the Beneficial Owners of such Bonds.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITER AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY
ASSURANCES THAT THE DIRECT PARTICIPANTS OR THE INDIRECT PARTICIPANTS
WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE BONDS (1) PAYMENTS OF
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PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE BONDS, (2)
CERTIFICATES REPRESENTING AN OWNERSHIP [INTEREST OR OTHER
CONFIRMATION OF BENEFICIAL OWNERSHIP INTERESTS IN THE BONDS, OR (3)
NOTICES OF REDEMPTION OR OTHER NOTICES SENT TO DTC OR ITS NOMINEE,
CEDE & CO., AS THE REGISTERED OQWNER OF THE BONDS, OR THAT THEY WILL
DO SO ON A TIMELY BASIS OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS
OFFICIAL STATEMENT. THE CURRENT “RULES” APPLICABLE TO DTC ARE ON
FILE WITH THE SEC, AND THE CURRENT “PROCEDURES” OF DTC TO BE
FOLLOWED IN DEALING WITH PARTICIPANTS MAY BE OBTAINED FROM DTC.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITER AND THE TRUSTEE WILL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATIONS TO ANY DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS OR
THE PERSONS FOR WHOM THEY ACT WITH RESPECT TO: (1) THE ACCURACY OF
ANY RECORDS MAINTAINED BY DTC OR ANY SUCH DIRECT PARTICIPANT OR
INDIRECT PARTICIPANT; (2) THE PAYMENT BY ANY PARTICIPANT OF ANY
AMOUNT DUE TQ THE BENEFICIAL OWNER IN RESPECT OF THE PRINCIPAL OR
REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (3) THE DELIVERY BY ANY
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY NOTICE TO ANY
BENEFICIAL OWNER THAT [S REQUIRED OR PERMITTED UNDER THE TERMS OF
THE INDENTURE TO BE GIVEN TO BONDHOLDERS; (4) THE SELECTION OF THE
BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT OF ANY PARTIAL
REDEMPTION OF THE BONDS; OR (5) ANY CONSENT GIVEN OR OTHER ACTION
TAKEN BY DTC AS BONDHOLDER

The book-entry-only system for registration of the ownership of the Bonds may be
discontinued at any time if: (i) DTC determines to resign as securities depository for the Bonds;
ot (it) the Company determines (and notifies the Issuer in writing of its determination and the
[ssuer provides 30 days’ notice of such discontinuation to the Trustee and DTC) to discontinue
the system of book-entry transfers through DTC (or through a successor securities depository).
Upon occurrence of either such event, the Issuer may, at the request of the Company, attempt to
establish a securities depository book-entry relationship with another securities depository. 1f the
Issuer does not do so, or is unable to do so, and after the Issuer has notified DTC and upon
surrender to the Trustee of the Bonds held by DTC, the Issuer will issue and the Trustee will
authenticate and deliver the Bonds in registered certificate form in authorized denominations, at
the expense of the Company, to such Persons, and in such maturities and principal amounts, as
may be designated by DTC, but without any liability on the part of the Issuer, the Company or
the Trustee for the accuracy of such designation. In any such event (unless the Issuer appoints a
successor securities depository), the Bonds will be delivered in registered certificate form to such
persons, and in such maturities and principal amounts, as may be designated by DTC, but
without any fiability on the part of the Issuer or the Trustee for the accuracy of such designation.
Whenever DTC requests the Issuer or the Trustee to do so, the Issuer or the Trustee will
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another
sccurities depository to maintain custody of certificates evidencing the Bonds.
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Revision of Book-Entry-Only System; Replacement Bonds

The Issuer, pursuant to a request by the Company and the Remarketing Agent, if any,
for the removal or replacement of the Depository or the discontinuance of the book-entry-only
system for the Bonds, and upon 30 days’ notice to the Depository and the Trustee, will agree to
remove or replace the Depository or discontinue the book-entry-only system for the Bonds.

in the event that the book-entry-only system is discontinued, the following provisions
will apply. The Bonds may be issued in Authorized Denominations. Bonds may be transferred
or exchanged in Authorized Denominations upon surrender of such Bonds at the principal office
of the Trustee, accompanied by an assignment satisfactory to the Trustee, duly executed by the
Owner or the Owner’s duly authorized attorney-in-fact. Neither the issuer nor the Trustee wilt
be required to make any such transfer or exchange of any Bond during the period beginning at
the opening of business 15 days immediately preceding the mailing of a notice of Bonds selected
for redemption and ending at the close of business on the day of such mailing, or, with respect to
a Bond, after such Bond or any portion thereof has been selected for redemption. The Issuer or
the Trustee may make a charge to the Owner for every transfer or exchange of a Bond sufficient
to reimburse it for any tax or other governmental charge required to be paid with respect to such
transfer or exchange, and may demand that such charge be paid before any new Bond is
delivered.

THE BOND INSURER

The information relating to Ambac Assurance Corporation (the “Bond Insurer”)
contained hevein has been furnished solely by the Bond Insurer. No representation is made by
the Underwriter, the Broker-Dealer, the Remarketing Agent, the Issuer, Bond Counsel or the
Company as to the accuracy or adequacy of such information or as to the absence of material
adverse changes in the condition of the Bond Insurer subsequent to the date hereof The
following discussion does not purport to be complete and is qualified in its entirety by reference
to each Bond Insurance Policy, a specimen of the form of which is attached hereto as Appendix
E. The Bond Insurer accepis no responsibility for the accuracy or completeness of this Official
Statement or any other information or disclosure contained herein, or omitted herefrom, other
than with respect to the accuracy of the information regarding the Bond Insurer and its affiliates
set forth under this heading. In addition, the Bond Insurer makes no representation regarding
the Bonds or the advisability of investing in the Bonds.

Each Bond Insurance Policy is separate from and will operaie independently of the
other Bond Insurance Policy, and payment under one Bond Insurance Policy will not, in and of
itself, require payment under the other Bond Insurance Policy. The Bond Insurance Policies
contain substantially the same terms and provisions. All references in this summary to the
Bonds, the Band Insurance Policy, the Insurance Agreement and other defined terms should be
read as referring separately to each series of the Bonds and to the related Bond Insurance
Policy, Insurance Agreement, and other defined terms. Reference is made 1o each Bond
Insurance Policy for the detailed provision thereof.
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Payment Pursuant to Bond Insurance Policy

Ambac Assurance Corporation (“Ambac Assurance”™) has made a commitment to issue a
financial guaranty insurance policy (the “Bond Insurance Policy™) relating to the Bonds, effective
as of the date of issuance of the Bonds. Under the terms of the Bond Insurance Policy, Ambac
Assurance will pay to The Bank of New York, in New York, New York, or any successor thereto
(the “Insurance Trustee”), that portion of the principal of and interest on the Bonds that shall
become Due for Payment but shall be unpaid by reason of Nonpayment by the Obligor (as such
terms are defined in the Bond Insurance Policy). Ambac Assurance will make such payments to the
Insurance Trustee on the later of the date on which such principal and/or interest becomes Due for
Payment or within one business day following the date on which Ambac Assurance shall have
received notice of Nonpayment from the Trustee. The insurance will extend for the term of the -
Bonds and, once issued, cannot be canceled by Ambac Assurance.

The Bond Insurance Policy will insure payment only on the stated maturity date and on
mandatory redemption upon a Determination of Taxability {as described under “THE BONDS -
Redemption — Mandatory Redemption Upon a Determination of Taxability”), in the case of
principal, and on stated dates for pavment, in the case of interest. If the Bonds become subject to
mandatory redemption (other than as a result of a Determination of Taxability (as described under
“THE BONDS — Redemption — Mandatory Redemption Upon a Determination of Taxability™)) and
insufficient funds are available for redemption of all outstanding Bonds, Ambac Assurance will
remain obligated to pay the principal of and interest on oufstanding Bonds on the originally
scheduled interest and principal payment dates. In the event of any acceleration of the principal of
the Bonds, the insured payments will be made at such times and in such amounts as would have
been made had there not been an acceleration, except to the extent that Ambac Assurance elects, in
its sole discretion, to pay ali or a portion of the accelerated principal and interest accrued thereon to
the date of acceleration (to the extent unpaid by the Obligor). Upon payment of all such accelerated
principal and interest accrued to the acceleration date, Ambac Assurance’s obligations under the
Bond Insurance Policy shall be fully discharged.

In the event the Trustee has notice that any payment of principal of or interest on a Bond
that has become Due for Payment and that is made to a holder by or on behalf of the Obligor has
been decmed a preferential transfer and theretofore recovered from its registered owner pursuant to
the United States Bankruptcy Code in accordance with a final, non-appealable arder of a court of
competent jurisdiction, such registered owner will be entitled to payment from Ambac Assurance to
the extent of such recovery if sufficient funds are not otherwise available.

The Bond Insurance Policy does not insure any risk other than Nonpayment (as set forth
in the Bond Insurance Policy). Specifically, the Bond Insurance Policy does not cover:

1. payment on acceleration, as a result of a call for redemption (other than
mandatory redemption upon a Determination of Taxability as described under “THE
BONDS — Redemption — Mandatory Redemption Upon a Determination of
Taxability ) or as a result of any other advancement of maturity;

2. payment of any redemption, prepayment or acceleration premium; and
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3. nonpayment of principal or interest caused by the insolvency or negligence
of the Trustee, Paying Agent or Bond Registrar, if any.

It it becomes necessary to call upon the Bond Insurance Policy, payment of principal
requires surrender of the Bonds to the Insurance Trustee together with an appropriate instrument of
assignment so as to permit ownership of such Bonds to be registered in the name of Ambac
Assurance to the extent of the payment under the Bond Insurance Policy. Payment of interest
pursuant to the Bond Insurance Policy requires proof of holder entitlement to interest payments and
an appropriate assignment of the holder’s right to payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of
the Bonds, appurtenant coupon, if any, or right to payment of the principal of or interest on such
Bonds and will be fully subrogated to the surrendering holder’s rights to payment,

The Bond Insurance Policy does not insure against loss relating to payments made in
connection with the sale of the Bonds at auctions or losses suffered as a result of a hokder’s inability
to sell the Bonds.

The Bond Insurance Policy does not insure against loss relating to payments of the
purchase price of the Bonds upon tender by a registered owner thereof or any preferential transfer
relating to payments of the purchase price of the Bonds upon tender by a registered owner thereof.

Ambac Assurance Corporation

Ambac Assurance is a Wisconsin-domiciled stock insurance corporation regulated by
the Office of the Commissioner of Insurance of the State of Wisconsin, and is licensed to do
business in 5( states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto
Rico and the U.S. Virgin Islands, with admitted assets of approximately $10,608,000,000
(unaudited) and statutory capital of approximately $6,893,000,000 (unaudited) as of September 30,
2007. Statutory capital consists of Ambac Assurance’s policyholders’ surplus and statutory
contingency reserve. Standard & Poor’s Ratings Services, a division of The McGraw-Hill
Companies, Inc., Moody’s Investors Service, Inc. and Fitch Ratings have each assigned a triple-A
financial strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect
that the insuring of an obligation by Ambac Assurance will nat affect the treatment for federal
income tax purposes of interest on such obligation and that insurance proceeds representing
matyring interest paid by Ambac Assurance under policy provisions substantially identical to those
contained in the Bond Insurance Policy shall be treated for federal income tax purposes in the same
manner as if such payments were made by the Obligor.

: Ambac Assurance makes no representation regarding the Bonds or the advisability of
investing in the Bonds and makes no representation regarding, nor has it participated in the
preparation of, this Official Statement other than the information supphed by Ambac Assurance and
presented under the heading “THE BOND INSURER.”
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Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (“4mbac
Financial™), is subject to the informational requirements of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), and in accordance therewith files reports, proxy statements and
other information with the Securities and Exchange Commission (the “SEC”). These reports, proxy
statements and other information can be read and copied at the SEC’s public reference room at 100
F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for
further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements and other information
regarding companies that file electromically with the SEC, including Ambac Financial. These
reports, proxy statements and other information can afso be read at the offices of the New York
Stock Exchange, [nc., 20 Broad Street, New York, New York 10005.

Copies of Ambac Assurance’s financial statements prepared in accordance with
statutory accounting standards are available from Ambac Assurance. The address of Ambac
Assurance’s administrative offices is One State Street Plaza, 19th Floor, New York, New York
10004, and its telephone number is (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by Ambac Financial with the SEC (File No. 1-10777) are
incorporated by reference in this Official Statement:

1. Ambac Financial’s Annual Report on Form 10-K for the fiscal vear ended December 31,
2006 and filed on March 1, 2007;

2. Ambac Financial’s Current Report on Form 8-K dated and filed on April 25, 200?';'

3. Ambac Financial’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended
March 3!, 2007 and filed on May 10, 2007,

4. Ambac Financial’s Current Report on Form 8-K dated and filed on July 23, 2007;
5. Ambac Financial’s Current Report on Form 8-K dated and filed on August 3, 2007,

6. Ambac Financial’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended
June 30, 2007 and filed on August 9, 2007;

7. Ambac Financial’s Current Report on Form 8-K dated October 10, 2007 and filed on
October £1, 2007;

8. Ambac Financial’s Current Report on Form 8-K dated and filed on October 24, 2007; and
Y. Ambac Financial’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended
September 30, 2007 and filed on November 9, 2007.
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All documents subsequently filed by Ambac Financial pursuant to the requirements of
the Exchange Act afier the date of this Official Statement will be available for inspection in the
same manner as described above in “Available Information”.

Insuraace Agreement with Company

The following summarizes certain provisions of the Insurance Agreement, to which
reference is made for the detailed provisions thereof.

The Bond insurer has agreed to issuc the Bond Insurance Policy pursuant to the
Insurance Agreement. Under the Insurance Agreement, the Company is obligated to reimburse
the Bond Insurer, immediatcly and unconditionally upon demand, for all payments made by the
Bond Insurer under the terms of the Bond Insurance Policy. The Company is aiso obligated o
pay premiums in respect of the Bond Insurance Policy at the times and in the amounts set forth in
the Insurance Agreement. The Insurance Agreement includes certain covenants on the part of
the Company, including an agreement to ensure that the obligations of the Company under and in
respect of the Bonds, the Indenture, the Loan Agreement and the Insurance Agreement remain
the obligations of a regulated utility company after a reorganization or a transfer of a substantial
portion of the assets of the Company and an agreement not to incur or suffer to exist secured
debt, subject to certain allowances, unless the Company shall deliver to the Trustee (as assignee
of the Issuer) first mortgage bonds or other collateral in form, scope and substance satisfactory to
the Bond Insurer, as security for the payment of all amounts under the Indenture and Loan
Agreement. The Insurance Agreement includes certain events of default, including the failure of
the Company to pay amounts owed thereunder to the Bond Insurer, breaches by the Company of
representations and warranties, failure to perform obligations under the Insurance Agreement,
bankruptcy, insolvency or like events affecting the Company, and the occurrence and
continuation of an event of default under the Indenture. If any such eveat of default should occur
and be continuing, the Bond [nsurer may, among other things, natify the Trustee of such an cvent
of default which would result in an “Event of Default” under the Loan Agreement and the
Indenture. See “THE LOAN AGREEMENTS — Events of Default and Remedies” and “THE
INDENTURES — Events of Defauit.”

THE LOAN AGREEMENTS

Each Loan Agreement is separate from and will operate independently of the other Loan
Agreement, and the occurrence of an Event of Default under one Loan Agreement will not, in and of
itself, constitute an Event of Default under the other Loan Agreement. The Loan Agreemenis
contain substantially identical terms and provisions. All references in this summary to the Bonds,
the Issuer, the Indenture, the Loan Agreement and other defined terms should be read as referring
separately to each series of the Bonds and the related Indenture, Loan Agreement and other defined
terms. Reference is made to each Loan Agreement for the detailed provisions thereof.
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Loan of Proceeds

The Issuer will loan the proceeds of the sale of the Bonds to the Company, in
accordance with the Loan Agreement and the Indenture, to assist the Company in financing a
portion of the costs of the Projects as defined in the Indenture.

Application of Proceeds; Completion

Net proceeds of the Bonds wilt be deposited into the Project Fund and disbursed to pay
Project Costs in accordance with the Loan Agreement. The Completion Date for the Projects will
be established by the Company in accordance with the Loan Agreement. Any moneys in the Project
Fund remaining after the Completion Date and payment, or provision for payment, in full of the
Project Costs at the direction of the Company promptly will be (a) used to acquire, construct or
install such additional real and personal property comprising solid waste disposal facilities and Air
Quality Facilities as defined in the Act for use in connection with the Projects as is designated by
the Company and the acquisition, construction, equipment, installation and improvement of which
will be such as is permitted under the Act, (b) used for the purchase of Bonds in the open market for
the purpose of cancellation at prices not exceeding the fair market value thereof plus acciued
interest 1o the date of payment therefor, (c) paid into the Bond Fund to be applied to the payment of
Bond Service Charges on the Bonds or the redemption of the Bonds pursuant to the applicable
provisions of the Indenture, or (d) used for a combination of the foregoing as is provided in that
direction or for any other purposes as are or may be permitted under the Act; provided that, in all
such cases, (A) those moneys will be so used or applied only to the extent that such use or
application will not, in the Opinion of Bond Counsel or under a ruling of the Internal Revenue
Service, adversely affect the exclusion of the interest on the Bonds from the gross income of the
holders thereof for federal income tax purposes and (B) any money remaining in the Project Fund
following completion of the Projects will be invested in accordance with the Code in such manner
as not to adversely affect the exclusion of the interest on the Bonds from the gross income of the
holders thereof for federal income tax purposes. [f moneys in the Project Fund are not sufficient to
pay all Project Costs, the Company, nonetheless, will comptete the Projects or cause the Projects to
be completed, in order to fulfill the Project Purposcs set forth in the Loan Agreement and will pay
all such additional Project Costs from its own funds.

Loan Paymenis

The Company is obligated to make Loan Payments under the Loan Agreement which
correspond, as to time, and are equal in amount, to the amount then payable as principal of and
premium, if any, and interest on the Bonds. Al payments under the Loan Agreement related to the
Loan will be assigned to the Trustee, and the Company will make such payments directly to the
Trustee for the account of the Issuer and for deposit in the Bond Fund created under the Indenture.

Obligation to Purchase Bonds

The Company will agree ta pay or cause to be paid to the Trustee or the Paying Agent,
on or before each day on which Bonds may be or are required to be tendered for purchase, amounts
equal to the amounts to be paid by the Trustee or the Paying Agent with respect to the Bonds
tendered for purchase on such dates pursuant to the Indenture; provided, however, that the
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obligation of the Company to make any such payment will be reduced by the amount of (A) moneys
paid by the Remarketing Agent as proceeds of the remarketing of such Bonds by the Remarketing
Agenl, (B) moneys drawn under a Liquidity Facility, if any, for the purpose of paying such
purchase price and (C) other moneys made available by the Company.

Term of Loan Agreement

The Loan Agreement will remain in full force and effect until such time as (i) all of the
Bonds are fully paid (or provision has been made for such payment) pursuant to the Indenture and
the Indenture has been released pursuant to the terms thereof and (i) all other sums payable by the
Company under the Loan Agreement have been paid.

Maintenance and Modification

During the term of the Loan Agreement, the Company will use its best efforts to keep
and maintain the Project Facilities in good repair and good operating condition so that the Project
Facilities will continue to constitute Air Quality Facilities (as defined in the Loan Agreement) for
the purposes of the operation thereof.

Subject to certain conditions, the Company has the right, from time to time, to remodel
the Project Facilities or make additions, modifications and improvements thereto, the cost of which
must be paid by the Company. The Company alsc has the right, subject to certain conditions, to
substitute or remove any portion of the Project Facilifies.

Maintenance of Corporate Existence

Subject to the provisions below relating to an assignment or a Restructuring Transaction,
the Company will maintain its existence as a corporation or limited liability company qualified to
do business in the State and shall not dissolve or dispose of all or substantially all of its assets,
unless (a) the Company shall receive, as consideration for such disposition, services or property
equal to the fair market value of such asseis or (b) the transferee legal entity shall assume in
writing the obligations of the Company under the Loan Agreement, in which event the Issuer and
the Trustee shall release the Company in writing, concurrently with and contingent upon such
assumption, from all liability under the Loan Agreement.

Tax Covenant

The Company will covenant and represent in the Loan Agreement that it has taken and
caused to be taken and will take and cause to be taken all actions that may be required of it for the
interest on the Bonds to be and remain excluded from the gross income of the owners thereaf for
federal income tax purposes, and that it has not taken or permitied to be taken on its behalf, and it
will not take or permit to be taken on its behalf, any action which, if taken, would adversely affect
that exclusion under the provisions of the Code.
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Assignment by Company

Notwithstanding any other provisions of the Loan Agreement, the Loan Agreement may
be assigned in whole or in part by the Company without the necessity of obtaining the consent of
either the Issuer or the Trustee, subject, however, to each of the following conditions:

(a}  no assignment (other than as described under “Maintenance of Corporate
Existence” above or “Restructuring Transaction” below) will relieve the Company from
primary liability for any of its obligations under the Loan Agreement, and in the event of
any such assignment the Company will continue to remain primarily liable for the
payment of the Loan Payments and Additional Payments (as defined in the Loan
Agreement) and for performance and observance of the agreements on its part therein
provided to be performed and observed by it;

(b) any assignment by the Company must retain for the Company such rights and
interests as will permit it to perform its obligations under the Loan Agreement, and any
assignee from the Company must assume the obligations of the Company thereunder to
the extent of the interest assigned,

(c) the Company must, within 30 days afier the cxecution thereof, fumish or cause
to be furnished to the Issuer and the Trustee a true and complete copy of each such
assignment together with any instrument of assumption; and

{(d) any assignment from the Company may not materially impair fulfillment of the
Project Purposes to be accomplished by operation of the Projects as provided in the
Loan Agreement.

Restructuring Transaction

Notwithstanding any other provisions of the Loan Agreement, the Loan Agreement
may be assigned as a whole by the Company, subject, however, to each of the following
conditions:

(a) The Company’s rights, duties and obligations under the Loan Agreement and
all related documents are assigned to, and assumed in full by, the assignee cither (i) as
of a date the Bonds are subject to mandatory purchase under the Indenture or (ii) as of
a date specified by the Company in conncction with a Restructuring Transaction (as
defined below) but, in such case, only if the assignee is the GenCo (as defined below)
and the Company has delivered ta the Issuer and the Trustee written evidence of an
Investment Grade Rating (as defined below) {taking into account such assignment to,
and assumption in full by, the GenCo) with respect to the Bonds from each Rating
Agency.

(b) The assignee and the Company execute an assignment and assumption
agrecement, in form and substance reasonably acceptable to the Company, and
acknowledged and agreed to by the Issuer and the Trustee, and consented to by the
Bond Insurer, whereby the assignee confirms and acknowledges that it has assumed
all of the rights, duties and obligations of the Company under the Loan Agreement
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and all related documentation and agrees to be bound by and to perform and comply
with the terms and provisions of the Loan Agreement and all related documentation
as if it had originally executed the same; provided further that if there is more than
one assignee, such assignment and assumption agreement are on a joint and several
basis among all assignees.

(c) The Company furnishes to the Issuer, the Bond Insurer and the Trustee (i) an
Opinion of Bond Counsel that such assignment is authorized or permitted by the Act
and will not adversely affect the exclusion from gross income of interest on the
Bonds, (ii) an opinion of counsel to the assignee to the effect that such assignment
and assumption agreement has been duly authorized by the assignee and constitutes
the legal, valid and binding obligation of the assignee, enforceable against the
assignee in accordance with its ternis, subject to laws relating to or affecting generally
the enforcement of creditors’ rights, including, without limitation, bankrupicy and
insolvency laws and to general principles of equity (regardiess of whether considered
in a proceeding in equity or at law) and (iii} a certificate of an Authorized Company
Representative and an opinion of counsel to the Company, each stating that such
transaction complics with the Loan Agreement and that all conditions precedent
therein relating to such transaction have been complied with.

(d)  The Company furnishes or causes to be furnished, within 30 days after
execution thereof, to the Issuer and the Trustee a true and complete copy of such
assignment and assumption agreement.

(¢)  Any assignment from the Company does not materially impair fulfililment of
the purpose of the Projects as provided in the Loan Agreement.

(N Upon the effectiveness of such assignment and assumption, the assignee is
deemed to be the “Company” under the Loan Agreement and the assignor is relieved
of all liability thereunder.

(g}  Such assignment must have been approved in writing by the Bond Insurer in
its absolute discretion; provided, however, such approval may not be unreasonably
denied if the assignment is to a Regulated Utility Company (as defined in the
Insurance Agreement) with a credit rating equal to or better than that of the Company.

The following definitions apply for the purposes of the Loan Agreement:

“Restructuring Transaction” means the sale or transfer by the Company of some or all

of its electric generating facilitics and associated assets and liabilities, which sale or transfer
includes the Generating Stations, to an entity or entities organized and existing under the laws of
one of the states of the United States of America, the District of Columbia ot under the laws of the
United States of America and qualified to do business in the State (the “GenCo”) if such transfer or
sale is, in the sole discretion of the Company, necessary or desirable in order to permit the Company
or an affiliate of the Company to provide retail electric service in the State or to comply with any
law of the State relating to electric utility restructuring.
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“Investment Grade Rating” means a long-ferm debt rating by a Rating Agency that is
included in one of the four highest debt rating categories of the Rating Agency, provided that
such rating categories mean generic categories and without regard to or other qualifications of
ratings within each such generic rating category such as “+”, “-”, “1”, “2” or “3.”

“Rating Agency” means Moody’s and S&P.
Events of Default and Remedies

The Loan Agreement provides that the occurrence of each of the following events will
constitute an “event of defauli™;

(a) The occurrence of an event of default described in paragraphs (a), (b) or (c)
under “THE INDENTURES - Events of Default™;

(b) Faiture by the Company to observe and perform any other agreement, term or
condition contained in the Loan Agreement, other than a failure as has resulted in an
event of default described in {a) above, which failure continues for a period of 90 days
after notice by the Issuer or the Trustee, or for such longer period as the Issuer and the
Trustee agree to in writing; provided, that such failure will not constitutc an event of
default so long as the Company institutes curative action within the applicable period
and diligently pursues that action to completion within 150 days after the expiration of
the initial 90 day cure period or within such longer period as the Issuer and the Trustce
may agtee to in writing;

(¢}  The receipt by the Trustee of written notice from the Bond Insurer that an event
of default has occurred and is continuing under the Insurance Agreement; and

{dy  The occurrence of certain voluntary or involuntary evenls of bankruptcy,
reorganization or receivership with respect to the Company.

A failure by the Company described in paragraph (b} above will not be a default if it
occurs by reason of certain evenis of “force majeure” specified in the Loan Agreement not
reasonably within the control of the Company.

Whenever any event of default under the Loan Agreement has happened and is
subsisting, ¢ither or both of the following remedial steps may be taken by the Issuer or the Trustee:

(a) Have access to, inspect, examine and make copies of the books, records,
accounts, and financial data of the Company, only, however, insofar as they pertain to
the Prajects; or

(b) Pursue all remedies existing at law or in equity to recover all amounts then due
and thereafter to become due under the Loan Agreement or to enforce performance and
observance of any other obligation or agreement of the Company under the Loan
Agreement.

39



Any amounts collected pursuant to action taken upon the happening of an event of
default will be paid into the Bond Fund and applied pursuant to the Indenture.

Amendment to the Loan Agreement

The Indenture provides that the Loan Agreement may be amended without the consent
of or notice to the holders of the Bonds only as may be required (i} by the provisions of the Loan
Agreement or the Indenture, (i} for the purpose of curing any ambiguity, inconsistency or formal
defect or omission therein, (iii) in connection with an amendment or to effect any purpose for which
there could be an amendment of the [ndenture not requiring the consent of holders, or (iv) in
connection with any other change therein which, in the judgment of the Trustee, is not to the
material prejudice of the Trustee or the holders of the Bonds. The Loan Agrecment may be
amended, but only with the consent of the holders of all of the outstanding Bonds, to change the
amounts or times as of which Loan Payments under the Loan Apreement are required to be made,
Any other amendments to the Loan Agreement may be made only with the written approval or
consent of the holders of not less than a majority in aggregate principal amount of the Bonds
outstanding. No amendment to the Loan Agreement will be effective without the consent of the
Bond Insurer (such consent not to be unreasonably denied).

Before the Issuer and the Trustee may consent to any amendment fto the Loan
Agreement, there must be delivered to the Trustee an Opinion of Bond Counsel stating that such
amendment is authorized or permitted by the Act and is authorized under the Indenture, that such
amendment will, upon the execution and delivery thereof, be valid and binding in accordance with
its terms, and that such amendment will not adversely affect the exclusion from gross income of the
interest on the Bonds for federal income tax purposes.

THE INDENTURES

Fach Indenture is separate from and will operate independently of the other
Indenture, and the occurrence of an Event of Default under one Indenture will not, in and of
itself, constitute an Event of Default under the other Indenture. The Indentures contain
substantially identical terms and provisions. Al references in this summary to the Bonds, the
Indenture, the Loan Agreement, the Bond Insurance Policy and other defined terms should be
read as referring separately to each series of the Bonds and the related Indenture, Loan
Agreement, Bond Insurance Policy and other defined terms. Reference is made to each
Indenture for the detailed provisions thereaf.

Pledge of Revenues

Pursuant to the Indenture, all right, title and interest of the I[ssuer in and to the
“Revenues” (as defined below) and under the Loan Agreement (except for certain rights of the
Issuer), will be pledged or assigned to the Trustee to secure the payment of the principal or
redemption price of and interest on the Bonds.

“"Revenues™ are defined to mean: {a) the Loan Paymenis, (b} all other moneys received

or to be received by the Issuer (excluding any fees paid to the Issuer) or the Trustee in respect of
repayment of the Loan including, without limitation, all moneys and investments in the Bond Fund,
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(c) any moneys and investments in the Project Fund, and (d) all income and profit from the
investment of the foregoing moneys. The term “Revenues” does not include any moneys or

investments in the Rebate Fund or the Bond Purchase Fund as those terms are defined in the
Indenture,

Project Fund

The net proceeds of the sale of the Bonds, other than any accrued interest, will be
deposited in and credited to the Project Fund created under the Indenture and will be used by the

Trustee to pay a portion of the costs of financing the acquisition and construction of the Project
Facilities.

Bond Fund

A Bond Fund will be established with the Issuer and maintained by the Trustee as a trust
fund under the Indenture. The amounts with respect o the payment of principal of and premium, if
any, and interest on the Bands derived under the Loan Agreement and certain other amounts
specified in the Indenture will be deposited in the Bond Fund. While the Bonds arc owtstanding,
moneys in the Bond Fund will be used solely for the payment of the principal or redemption price of
and interest on the Bonds as they become due on any Interest Payment Date or at stated maturity, by
redemption or upon acceleration.

Bond Purchase Fund

A Bond Purchase Fund will be established and maintained by the Paying Agent for the
deposit of amounts to be used to pay the purchase price of Bonds. Moneys in the Bond Purchase
Fund will be used solely for the payment of the purchase price of Bonds. Moneys in the Bond
Purchase Fund will not be pledged to the payment of the principal of or interest or any premium on
the Bonds and will not be invested.

Investments

Any moneys held as a part of the Project Fund, the Bond Fund and the Rebate Fund will
be invested and reinvested by the Trustee as provided in the Indenture. Any such investments will
be held by or under the control of the Trustee and will be deemed at all times a part of the respective
Fund.

Events of Default

So long as the Bond Insurance Policy is in full force and effect and the Bond Insurer
is not in default under the Bond Insurance Policy, the Bond Insurer will be entitled to control
and direct the enforcement of all rights and remedies granted to the Bondhoiders and the Trustee
Jor the benefit of the Bondholders, including, without limitation: (i) the right to accelerate the
principal of the Bonds, (i) the right to annul any declaration of acceleration, and (iii) any other
rights or remedies under the Indenture and the Bond Insurer aiso will be entitled to approve all
waivers of events of default.
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The Indenture provides that each of the following events wiil constitute an “Event of
Default” thereunder:

(a) Payment of any interest on any Bond is not made when it becomes due and
pavable;

(by  Payment of the principal or redemption price of any Bond is not made when it
becomes due and payable, whether at stated maturity, by redemption, by acceleration
or otherwise;

(©) Payment of the purchase price of any Bond tendered for purchase pursuant to the
provisions of the Indenture is not made when due and payable; :

(d) Failure by the Issuer to observe or perform any other covenant, agreement or
obligation on its part to be observed or performed contained in the Bonds or the
Indenture (other than a failure described in paragraphs (a), (b) or (c) abave), which
failure has continued for a period of 90 days after written notice (or for such longer
period as the Trustee may agree to in writing), by registered or certified mail, to the
Issuer and the Company given by the Trustee, either in its discretion or at the written
request of the Bond Insurer or the holders of not less than 35% in aggregate principal
amount of Bonds then outstanding; provided, that failure will not constitute an Event
of Default so long as the Issuer institutes curative action within the applicable period
and diligently pursues that action to completion within 150 days after the expiration
of the initial cure period as determined above, or within such longer period as the
Trustee may agree to in writing; or

(e) The occurrence and continuance of an event of default as described in
paragraphs (b), (c) or (d) under “THE LOAN AGREEMENTS — Events of Default
and Remedies.”

Remedies

Upon the occurrence and continuance of any Event of Default described under “Events
of Default” above, (i) at the wriiten direction of the Bond Insurer or (i} upon the written request of
the holders of not less than 35% in aggregate principal amount of Bonds then outstanding and with
the written consent of the Bond Insurer, in either event, the Trustee, by written notice to the Issuer
and the Company, must declare the principal of all Bonds then outstanding (if not then due and
payable}, and the accrued and unpaid interest thercon, to be due and payable immediately,
whereupon the principal of the Bonds and the interest thereon accrued to the date of payment will,
without further action, become and be immediately duc and payable, anything in the Indenture or
the Bonds to the contrary notwithstanding.

[nterest on the Bonds will accrue at the rates per annum bosne by the Bonds to the date
determined by the Trustee for the tender of payment to the holders pursuant to that declaration;
provided, that interest on any unpaid principal of Bonds outstanding will continue to accrue from
the date determined by the Trustee for the tender of payment to the holders of those Bonds until that
principal amount has been paid or made available to the Trustee for the benefit of the holders. The
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Trustee will give immediate written notice of such declaration by mail to the holders of all Bonds
then outstanding.

In the event that the maturity of the Bonds is accelerated, the Bond Insurer may elect, in
its sole discretion, to pay all or a portion of the accelerated principal and interest accrued on such
principal to the date of acceleration (to the extent not paid from moneys received by the Trustee
from sources other than the Bond Insurance Policy) with respect to the Bonds, and the Trustee is
required to accept such amounts. Upon payment of all of such accelerated principal and interest
accrued to the acceleration date as described above, the Bond Insurer’s obligations under the Bond
[nsurance Policy will be fully discharged.

The pravisions above are subject to the condition that if at any time after declaration of
acceleration and prior to the eniry of a judgment in a court for enforcement (aficr an opportunity for
hearing by the Issuer and the Company), all sums payable (except the principai of and interest on
Bonds which have not reached their stated maturity dates but which are due and payable solely by
reason of that declaration of acceleration), plus interest to the extent permitied by law on any
overdue installments of interest at the rate then bome by the Bonds, have been duly paid or
provision therefor having been made by deposit with the Trustee or Paying Agent and ali existing
Events of Default have been cured, then such payment or provision for payment witl constitute an
automatic waiver of the Event of Default and its consequences and will constitute an automatic
rescission and annulment of that declaration.

If an Event of Default occurs and is continuing, the Trustee, before or after the principal
of the Bonds becomes immediately due and payable, may pursue any available remedy to enforce
the payment of principal of, premium, if any, and interest on the Bonds or the observance and
performance of any other covenant, agreement or obligation under the Indenture, the Loan
Agreement or any other instrument providing security for the Bonds. If, upon the occurrence and
continuance of an Event of Default, the Trustee is directed so to do by the Bond Insurer or requested
so to da by the holders of at least 35% in aggrepate principal amount of Bonds outstanding and with
the written consent of the Bond Insurer, the Trustee will be required to exercise any rights and
powers conferred by, and subject to, the Indenture.

The Bond Insurer will have the right or, with the consent of the Bond Insurer, the
holders of a majority in aggregate principal amount of Bonds then outstanding will have the right at
any time to direct, by an instrument or document or instruments or documents in writing executed
and delivered to the Trustee, the time, method and place of conducting all proceedings to be taken in
connection with the enforcement of the terms and conditions of the Indenture or any other
proceedings thereunder; provided, that (i} any direction may not be ather than in accordance with
the provisions of law and of the [ndenture, (ii) the Trustee must be indemnified as provided in the
Indenture, (jii) the Trustes may take any other action which it deems to be proper and which is not
inconsistent with the direction and (iv) the Bond Insurer will have no rights in respect of remedies
against the Bond Insurer.

All moneys received under the Indenture by the Trustee upon the occurrence of an Event
of Default (provided that moneys reccived under the Bond Insurance Policy will be used only for
payment of principal of and interest then due on the Bonds) will be applied first to the payment of
the costs and expenses of the proceedings resulting in the cotlection of such money and of the fees
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and expenses incurred by the Trustee, and the balance of such money will be deposited in the Bond
Fund and applied to the payment of the principal of and premium, if any, and interest on the Bonds
in the manner and in the priorities set forth in the Indenture. The Trustee will have a first lien
against the trust estate, payable prior to debt service on the Bonds, provided, however, that moneys
received under the Bond Insurance Policy will be used only for payment of the principal of and
interest then duc on the Bonds.

No holder of any Bond will have any right to institute any suit, action or proceeding for
the enforcement of the Indenture or for the exercise of any other remedy under the [ndenture, unless
(i) an Event of Default has occurred and is continuing and the Trustee has or is deemed to have
notice of the same, (ii) the holders of not less than 35% in aggregate principal amount of the then
outstanding Bonds have made written request to the Trustee and have afforded the Trustee
reasonable opportunity to proceed to exercise the remedies, rights and powers granted by the
[ndenture or to institute a suif, action or proceeding in its own name and have offered to the Trustee
satisfactory indemnity as provided in the Indenture, and (iii) the Trustee thereafier has failed or
refused to exercise the remedies, rights and powers granted under the Indenture or to institute such
action, suit or proceeding in its own name. Notwithstanding the foregoing, each holder of a Bond
will have a right to enforce the payment of the principal of and premium, if any, and interest on any
Bond held or owned by that holder at and after the maturity thereof at the place, from the sources
and in the manner expressed in said Bond.

Suppiemental Indentures

The Issuer and the Trustee may, with the consent of the Bond Insurer (such consent not
to be unreasonably denied) and without the consent of, or notice to, any holder of a Bond, enter into
supplemental indentures which will not, in the opinion of the [ssucr and the Trustee, be inconsistent
with the [ndenture for any one or more of the following purposes:

{a}  To cure any ambiguity,- inconsistency or formal defect or omission in the
Indenture;

(b}  To grant to or confer upon the Trustee for the benefit of the halders of the Bonds
any additional rights, remedies, powers or authority that lawfully may be granted to or
conferred upon the holders or the Trustee;

(©) To assign additional revenues under the Indenture;

(dy To accept additional security and instruments and documents of further
assurance with respect to the Projects, including without limitation, first mortgage bonds
of the Company;

{€) To add to the covenants, agreements and obligations of the Issuer under the
Indenture, other covenants, agreements and obligations to be observed for the protection
of the holders of the Bonds, or to surrender or limit any right, power or authority
reserved o or conferred upon the Essuer in the Indenture;



(H To evidence any succession to the [ssuer and the assumption by its successor of
the covenants, agreements and obligations of the Issuer under the [ndenture, the Loan
Agreement and the Bonds;

{2) To permit the exchange of Bonds, at the option of the holder or holders thereof,
for coupon Bonds payable to bearer, if the Trustee has received an Opinion of Bond
Counsel to the effect that the exchange would not adversely affect the exclusion from
gross income for federal income tax purposes of the interest on the Bonds outstanding;

(h) To permit the transfer of Bonds from one Depository to another, and the
succession of Depositories, or the withdrawal of Bonds issued to a Depository for use in
a book entry system and the issuance of replacement Bonds in fully registered form to
others than a Depository;

(i To permit the Trustee to comply with any obligations imposed upon it by law;

1) To specify further the duties and responsibilities of, and to define further the
relationship among, the Trustee, the Registrar, the Bond Insurer, the Auction Agent, the
Remarketing Agent and any authenticating agents or Paying Agents;

(k)  To achieve compliance of the Indenture with any applicable federal securitics or
tax law;

)] To make amendments to the provisions of the Indenture relating to arbitrage
matters under Section 148(f) of the Code, if, in the opinion of Bond Counsel, those
amendments would not adversely affect the exclusion from gross income for federal
income tax purposes of the interest on the Bonds outstanding;

(m}  To make any amendments appropriate or necessary to provide for or facilitate
the delivery of any Liquidity Facility;

{(n) Prior to, or concurrently with, the conversion of the Bonds from a Daily,
Weekly, Commercial Paper, or Term Rate Period to an ARS Rate Period, to make
any amendments appropriate or necessary with respect to the Auction Rate
Procedures and any definitions ar provisions in the Indenture or exhibits thereto in
order to provide for or facilitate the marketability of Auction Rate Bonds; and

{(0) To permit any other amendment which, in the judgment of the Trustee, is not to
the material prejudice of the Trustee or the holders of the Bonds.

Exclusive of such supplementai indentures, the holders of not less than a majority in

aggregate principal amount of the Bonds then outstanding, with the written consent of the Bond
Insurer (such consent not to be unreasonably denied) and, if required by the Indenture, of the
Company, the Auction Agent and the Broker-Dealer, will have the right to consent to and approve
any supplemental indenture, except that no supplemental indenture will permit:

@) An extension of the maturity of the principal of or the date for payment of
interest an any Bond, a reduction in the principal amount of any Bond or the rate of
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interest or premium thereon, a reduction in the purchase price of any Bond or an
extension of the date for payment of the purchase price of any Bond without the consent
of the holder of each Bond so affected; or

(by  The creation of a privilege or priority of any Bond or Bonds over any other Bond
or Bonds, or a reduction in the aggregate principal amount of the Bonds required for
consent to a supplemental indenture, without the consent of the holders of all of the
Bonds then outstanding.

Any supplemental indenture which affects the rights or obligations of the Company
requires the written consent of the Company. Any supplemental indenture which adversely affects
any rights, duties, privileges or immunities of the Auction Agent or the Broker-Dealer requires the
written consent of the party adversely affected. Before the Issuer and the Trustee may enter into any
supplemental indenture, there must be delivered to the Trustee an Opinion of Bond Counsel stating
that such supplemental indenture is authorized or permitted by the Act and is authorized under the
Indenture, that such supplemental indenture will, upon the execution and delivery thercof, be valid
and binding in accordance with its terms, and that such supplemental indenture will not adversely
affect the exclusion from gross income of interest on the Bonds for federal income tax purposes.

Discharge of Indenture

The lien created by the Indenture will be discharged when the Issuer pays or causes to be
paid, or if there otherwise is paid, to or for the holders of the Bonds the principal, premium, if any,
and interest due or to become due thereon and provision is also made for the payment of all ather
sums payable pursuant to the provisions of the Indenture and the Loan Agreement.

All of the Bonds will be deemed to have been paid and discharged within the meaning
of the [ndenture if:

(a) The Trusiee as pﬁying agent and any Paying Agents have received, in trust for
and irrevocably committed thereto, sufficient moneys, or

(b)  The Trustee has received, in trust for and imevocably committed thereto, non-
callable and non-prepayable Government Obligations which are certified by an
independent public accounting firm of national reputation (with a copy of the
certification being delivered to the Rating Agencies) to be of such maturitics or
redemption dates and interest payment dates, and to bear such interest as will be
sufficient together with moneys referred to in (a) above, without further investment or
reinvestment of either the principal amount thereof or the interest eamings therefrom, for
the payment of all principal of and premium, if any, and interest on such Bonds (interest
will be calculated at the Maximum Interest Rate unless the Bonds are in a Tern Rate
Period and the Bonds will mature or be redeemed on or priar to the last day of such
Term Rate Period) at their maturity or redemption dates, as the case may be; provided,
that it any of such Bonds are to be redeemed prior to maturity, notice of such
redemption must have been duly given or irrevocable provision satisfactory to the
Trustee must have been duly made for the giving of such notice.
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Liquidity Facility

The Company may deliver a Liquidity Facility to the Trustee on any Interest Payment
Date upon which the Bonds are subject to optional redemption or, if the Bonds are in a Term Rate
Period, the last Interest Payment Date for that Term Rate Period. Any such Liquidity Facility is
required to provide for direct payments to or upon the order of the Trustee of the principa! and
purchase price of and interest on the Bonds when due. The Bond Insurer must consent in writing
to the delivery of any Liquidity Facility or waive in writing any requirement to deliver a
Liquidity Facility (such consent or waiver not o be unreasonably denied). Any Liquidity
Facility will be subject to the prior written consent of, or must be acceptable to, the Bond Insurer
{such consent not to be unreasonably denied). The Bonds will be subject to mandatory tender for
purchase on the date of the delivery of a Liquidity Facility. See “THE BONDS -~ Mandatory
Tenders.”

Rights of Bond Insurer

The Indenture prants certain rights to the Bond Insurer. In addition fo those rights, the
Bond Insurer will, to the extent it makes payment of principal of or interest on the Bonds, become
subrogated to the rights of the recipients of such payments in accordance with the terms of the Bond
Insurance Policy. If an Event of Default occurs, the Bond Insurer will have the right to instituie any
suit, action or proceeding at law or in equity under the same terms as a Bondholder may institute
any action under the Indenture,

To the extent that the Indenture confers upon or gives or grants to the Bond Insurer any
tight, remedy or claim under or by reason of the [ndenture, the Bond {nsurer is explicitly recognized
under the Indenture as being a third-party beneficiary thereof and may enforce any such right,
remedy or claim conferred, given or granted thereunder.

As long as the Bond [nsurance Policy is in full force and effect with respect to the Bonds
and the Bond Insurer is not in default thereunder: (a) any provision of the Indenture expressly
recognizing or granting rights in or to the Bond Insurer may not be amended in any manner which
affects the rights of the Bond Insurer thereunder without the prior written consent of the Bond
Insurer; (b) any action under the [ndenture which requires the consent or approval of Bondholders
will, in addition to such approval, be subject to the prior written consent of the Bond Insurer; (¢}
upon occurrence and continuance of an Event of Defauit, and subject to certain indemnification
provisions, the Bond Insurer will be entitled to control and direct the enforcement of all rights and
remedies granted to the Bondholders or the Trustee for the benefit of the Bondholders under the
Indenture including, without limitation, (i) the right to accelerate the principal of the Bonds, (ii) the
right to annul any declaration of acceleration and (iii) any other rights or remedies under the
Indenture, and the Bond Insurer will also be entitled to approve all waivers of Events of Default;
and (d) the Bond Insurer will be entitled to receive copies of notices, certificates and other
documents received by the Trustee pursuant to the Indenture and notification of any failure to
provide any such document as required by the Indenture or the Loan Agreement.

Notwithstanding anything in the Indenture to the conirary, in the event that the principal
or interest due on the Bonds is paid by the Bond Insurer pursuant fo the Bond Insurance Policy, the
Bonds will remain outstanding for all purposes, not be defeased or otherwise satisfied and not be
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considered paid by the {ssuer, and the assignment and pledge of the trust estate and all covenants,
agreements and other obligations of the Issuer to the Bondholders will continue to exist and run to

the benefit of the Bond Insurer, and the Bond Insurer will be subrogated to the rights of the
Bandholders.

No Personal Liability of Issuer’s Officials

No cavenant, stipulation, obligation or agreement of the Issuer contained in the
Indenture will be or be deemed to be a covenant, stipulation, obligation or agreement of any present
or future member, officer, agent or employec of the [ssuer in other than his or her official capacity.
No official of the Issuer executing the Bonds, the Indenture, the Loan Agreement {or amendments
or supplements to either) will be liable personally on the Bonds or be subject to any personal
tiability or accountability by reason of the issuance thereof or the execution of the Indenture or the
Loan Agreement (or amendments or supplements to either).

The Trusiee

Except for any period during which an Event of Default, of which the Trustee has been
notified or is deemed to have knowledge, has occurred and is continuing, the Trustee (i)} will
undertake to perform only the duties specifically set forth in the Indenture and (ii} in the absence of
bad faith on its part, may rely conclusively upon the truth of the statements and the correctness of
the opinions furnished to it pursuant to the Indenture. In case an Event of Default has occurred and
1s continuing (of which the Trustee has been notified or is deemed to have notice), the Trustee will
excrcise the rights and powers vested in it by the Indenture and will use the same degree of care and
skill as a prudent person would use under the circumstances in the conduct of his or her own affairs,
The Trustee will not be required to expend or risk its own funds in performing its duties under the
[ndenture and will be eatitled to compensation and the reimbursement of its expenses.

The Trustee may resign at any time from the trusts created by the Indenture by giving
written notice of the resignation to the Issuer, the Company, the Registrar, any Paying Agents, the
Remarketing Agent, the Auction Agent, the Bond Insurer and authenticating agents and by mailing
written notice thereof to the holders of the Bonds. The resignation will take effect only upon the
appointment of a successor Trustee and the successor’s acceptance of the appointment.

The Trustee may be removed at any time by the holders of not less than & majority in
aggregate principal amount of the Bonds then outstanding. The removal wiil take effect only upon
the appointment of a successor Trustee and such successor’s acceptance of the appointment, all
pursuant to the provisions of the Indenture. The Trustee also may be removed at any time for any
breach of trust or for acting or proceeding in violation of, or for failing to act or proceed in
accordance with, any provision of the Indenture with respect to the duties and obligations of the
Trustee by any court of competent jurisdiction upon the application of the Issuer, upon its own
volition or at the written request of the Company, the Bond Insurer or the holders of not less than
35% in aggregaic principal amount of the Bonds then outstanding under the Indenture. The remaval
will take effect only upon the appointment of a successor Trustee and such successor’s acceptance
of the appointment, all pursuant to the provisions of the Indenture.
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Every successor Trustce appointed pursuant to the Indenture (i} must be a trust
company or a bank having the powers of a trust company, (ii) must be willing to accept the
trusteeship on the terms and conditions of the Indenture, (iii} must have a reported capital and
surplus of not less than $75,000,000, (iv) so long as the Bonds are rated by Moody’s, must be
acceptable to Moody’s, (v) so long as the Bonds are rated by S&P, must be acceptable to S&P,
and (vi) must be reasonably acceptable to the Bond Insurer.

Remarketing Agent

The Remarketing Agent’s principal office is at Banc of America Securities LLC, 600
Peachtree Street N.E.,, 4th Floor, Atlanta, Georgia 30308 Attention: Municipal Bond
Department. The Remarketing Agent will determine the Variable Rates and the Commercial
Paper Rate Periods for the Bonds and will remarket Bonds subject to optional or mandatory
tender. The Remarketing Agent must have a capitalization of at least $50,000,000 and be
authorized by law to perform all the duties imposed upon it by the Indenture, Any successor
Remarketing Agent must be rated at least Baa3/P-3 or otherwise be acceptable to Moody’s and
must have been approved in writing by the Bond Insurer (such approval not fo be unreasonably
denied).

If at any time the Remarketing Agent is unable or unwilling to act as a Remarketing
Agent, the Remarketing Agent may resign upon the earlier to occur of (i) the twentieth day
following reccipt by the Company, the Issucr, the Trustee, the Auction Agent and the Paying
Agent of written notice of resignation and (i) the day of appointment by the Company of a
successor Remarketing Agent pursuant to the Indenture and acceptance of such appointment by
such successor Remarketing Agent. The Remarketing Agent may be removed at any time by the
Company upon five days’ written notice signed by the Company and delivered to the
Remarketing Agent, the Issuer, the Trustee, the Bond Insurer, the Auction Agent and the Paying
Agent,

TAX MATTERS

In the opinion of Squire, Sanders & Dempsey L.L.P., Bond Counsel, under existing law:
(i) interest on the Bonds is excluded from gross income for federal income tax purposes under
Section 103(a) of the Code, except for interest on any Bond for any period during which it is held
by a “subslantial user” or a “related person” as those terms are used in Section 147(a) of the Code;
(ii) interest on the Bonds is an item of tax preference for purposes of Section 57 of the Code for
purposes of the alternative minimum tax imposed on individuals and cotporations; and (jii) interest
on the Bonds and any profit made on their sale, exchange or other disposition are exempt from the
Ohio personal income tax, the Ohio commercial activity tax, the net income base of the Ohio
corporate franchise tax and municipal and school district income taxes in Ohio. Bond Counsel will
express 1o opinion as to any other tax consequences regarding the Bonds.

The opinion on tax matters will be based on and will assume the accuracy of certain
representations and certifications, and continuing compliance with certain covenants, of the [ssuer
and the Company contained in the transcript of proceedings and that are intended to evidence and
assure the foregoing, including that the Bonds are and will remain obligations the interest on which
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is excluded from gross income for federal income tax purposes. Bond Counsel will not
independently verify the accuracy of the Issuer’s and the Company’s certifications and
representations or the continuing compliance with the Issuer’s and the Company’s covenants.

The opinion of Bond Counsel is based on current legal authority and covers certain
matters not directly addressed by such authority. It represents Bond Counsel’s legal judgment as to
exclusion of interest on the Bonds from gross income for federal income tax purposes but is not a
guaranty of that conclusion. The opinion is not binding on the Internal Revenue Service (“/RS ™) or
any court. Bond Counsel expresses no opinion about (i) the effect of future changes in the Code and
the applicable regulations under the Code or (ii) the interpretation and the enforcement of the Code
or those regulations by the IRS.

The Code prescribes a number of qualifications and conditions for the interest on state
and local government obligations to be and to remain excluded from gross income for federal
income tax putposes, some of which require future or continued compliance after issuance of the
obligations. Noncompliance with these requirements by the Issuer or the Company may cause loss
of such status and result in the interest on the Bonds being included in gross income for federal
income tax purposes retroactively to the date of issuance of the Bonds. The Company and the
Issuer will each covenant to take the actions required of it for the interest on the Bends to be and to
remain excluded from gross income for federal income tax purposes, and not to take any actions
that would adversely affect that exclusion. After the date of issuance of the Bonds, Bond Counsel
will not undertake to determine (or to so inform any person) whether any actions taken or not taken,
or any events occurring or not accurring, or any other matters coming to Bond Counsel’s attention,
may adversely affect the exclusion from gross income for federal income tax purposes of interest on
the Bonds or the marlket prices of the Bonds.

Interest on the Bonds may be subject to a federal branch profits tax imposed on certain
foreign corporations doing business in the United States and to a federal tax imposed on excess net
passive income of certain S corporations.

Under the Code, the exclusion of interest from gross income for federal income tax
purposes may have certain adverse federal income tax consequences on items of income, deduction
or credit for certain taxpayers, including financial institutions, certain insurance companies,
recipients of Social Security and Railroad Retirement benefits, those that are deemed to incur or
continue indebtedness to acquire or carry tax-exempt obligations, and individuals otherwise eligible
for the eamned income tax credit. Payments of interest on tax-exempt obligations, including the
Bonds, are generally subject to IRS Form 1099-INT information reporting requirements. If a
Bondowner is subject to backup withholding under those requirements, then payments of interest
will also be subject to backup withholding. Those requirements do not affect the excludability of
such interest from gross income for federal income tax purposes. The applicability and extent of
these and other tax consequences will depend upon the particular tax status or other tax items of the
owner of the Bonds. Bond Counsel will express no opinion regarding those consequences.

Legislation affecting tax-exempt obligations is regularly considered by the United States
Congress, and legislation affecting the exemption of interest or other income thereon for purposes of
taxation by Ohio may be considered by the Ohio legislature. Court proceedings may also be filed
the outcome of which could modify the tax treatment of obligations such as the Bonds. There can
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be no assurance that legislation enacted or proposed, or actions by a court, after the date of issuance
of the Bonds will not have an adverse effect on the tax status of interest or other income on the
Bonds or the market value of the Bonds.

On November 5, 2007, the United States Supreme Court heard oral arguments in Dep
of Revenue of Kemtucky v. Davis. In the Davis case, the Kentucky Court of Appeals held that
Kentucky's exemption from taxation of interest on bonds issued by Kentucky or its political
subdivisions and its taxation of interest on bonds issued by other states or their political subdivisions
violates the Commerce Clause of the United States Constitution. Ohio exempts from taxation
interest on bonds issued by Ohio or its pelitical subdivisions and taxes interest on bonds issued by
other states or their political subdivisions. It is not possible to predict how the United States
Supreme Court will decide the Davis case or to predict any change in Ohio law that would be
occasioned by the United States Supreme Court’s affirmance of the Davis decision, nor is it possible
to predict the effect, if any, of that affirmance or any change tn Ohio law on the tax status of interest
or other income on the Bands for Chio tax purposes or on the market value of the Bonds.

Prospective purchasers of the Bonds should consult their own tax advisers regarding
pending or proposed federal and Ohio tax legislation, the Davis case and other court proceedings,
and prospective purchasers of the Bonds at other than their original issuance at the price indicated
on the caver of this Official Statement should also consul their own tax advisers regarding other tax
considerations such as the consequences of market discount, as to all of which Bond Counsel
expresses no opinion.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the
Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Issuer, the
Company or the beneficial owners regarding the tax status of interest on the Bonds in the event of
an audit examination by the IRS. The IRS has a program to audit tax-exempt obligations to
determine whether the interest thereon is includible in gross income for federal income tax
purposes, If the IRS does audit the Bonds, under current IRS procedures, the IRS will treat the
Issuer as the taxpayer and the beneficial owners of the Bonds will have only limited rights, if any, to
obtain and participate in judicial review of such audit. Any action of the IRS, including but not
limited to selection of the Bonds for audit, or the course or result of such audit, or an audit of other
obligations presenting similar tax issues, may affect the market prices for the Bonds.

CONTINUING DISCLOSURE AGREEMENTS

The Company will enter into a separate, but substantially identical, Contimiing
Disclosure Agreement with respect to each series of the Bonds. Cerigin provisions of the
Continuing Disclosure Agreements are described below. All references in this summary lo the
Bonds, the Indenture, the Loan Agreement, the Continuing Disclosure Agreement and other defined
terms should be read as referring separately to each series of the Bonds and the related Indenture,
Loan Agreement, Continuing Disclosure Agreement and other defined terms. Reference is made to
each Continuing Disclosure Agreement for the detailed provisions thereof

The Company will agree, in a Continuing Disclosure Agreement (the “Corsinuing
Disclosure Agreement”} for the benefit of the holders and beneficial owners from time to time of the
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Bonds, in accordance with, and as the only obligated person with respect to the Bonds under, Rule
15¢2-12 (the “Rule”) of the SEC, 1o provide or cause to be provided such financial information and
operating data of the Company (collectively, “Annual Information”), audited financial statements
and notices, in such manner, as may be required for purposes of paragraph (b)(5)(i) of the Rule,
including specifically the following:

(2)

(b)

To each nationally recognized municipal securities information repository
designated from time to time by the SEC (“NRMSIR™), to any state information
depository (“S/D™} and to the Trustee: Annual Information for each fiscal year of
the Company, ending on or after December 31, 2007, consisting of (i) so long as the
Company files reports with the SEC on Form 10-K or a successor form, such
reports, (i) in the event that the Company no longer is required to file such reports
on Form 1¢-K or a successor form, the Company’s audited financial statements
prepared in accordance with accounting principles applied from time to time in the
preparation of the Company’s annual financial statements, initially generally
accepted accounting principles and such related financial and operating data
disclosure as is made available to the Company’s public sharcholders generally, or
(iti) in the event that the Company no longer is required to file such reports on Form
10-K or a successor form and no longer has any public shareholders, information
concerning the Company’s business and properties, selected financial data and
management’s discussion and analysis, together with the Company’s audited
financial statements prepared in accordance with the aforementioned accounting
principles, comparable to the information contained in such report on Form 10-K.
Such reports are required to be filed by the 30™ day (or the next Business Day if that
day is not a Business Day) following the date by which the Company is required to
file annual reports with the SEC or, in the event that the Company is no longer
tequired to file annual reports with the SEC, by the 120" day (or the next Business

Day if that day is not a Business Day) following the end of each fiscal year.

To each NRMSIR or to the Municipal Securities Rulemaking Board (“MSRZ”), and
to any SID, in a timely manner, notice of:

(1)  The occurrence of any of the following events, within the meaning of the
Rule, with respect to the Bonds, if material:

{i) principal and interest payment delinquencies;
{ii) nonpayment related defaults;

(ii{)  unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv)  unscheduled draws on credit enhancements reflecting financial
difficulties;

(v} substitution of credit or liquidity providers, or their failure to
perform;
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(vi)  adverse tax opinions or events affecting the tax-exempt status of the
Bonds;

(viiy maodifications to rights of holders or beneficial owners;
(viit) Bond calls for the Bonds;
(ix)  defeasances;

{x) release, substitution, or sale of property securing repayment of the
Bonds; and

(xi}  rating changes for the Bonds.

Although enumerated in the Rule, the events described in subparagraphs (iif)
and (x) above currently are inapplicable with respect to the Bonds.

(2}  The Company’s failure to provide the Annual Information within the time
specified above,

(3)  The termination of the Continuing Disclosure Agreement.

The Continuing Disclosure Agreement may be amended, and any of its provisions may
be waived, if such amendment or waiver is supported by a legal opinion of independent counsel
who is expert in federal securities laws to the effect that such amendment ar waiver would not, in
and of itself, violate the Rule. If the amendment or waiver will materially impair the interests of
Bondholders or beneficial owners, then the Trustee must also obtain the approval of the holders.

The Continuing Disclosure Agreement is solely for the benefit of the holders and
beneficial owners from time to time of the Bonds. The exclusive remedy for any breach of the
Continuing Disclosure Agreement is fimited to a right of holders and beneficial owners to cause fo
be instituted and maintained, proceedings in equity to obtain the specific performance by the
Company of its obligations under the Continuing Disclosure Agreement. Any individual holder or
beneficial owner may institute and maintain, or cause to be instimited and maintained, such
proceedings to require the Company to provide a pertinent filing if such a filing is due and has not
been made. Any such proceedings to require the Company to perform any other obligation under
the Continuing Disclosure Agreement (including any proceedings that contest the sufficiency of any
pertinent filing) may be instituted and maintained only by the holders and beneficial owners of not
less than 35% in principal amount of the Bonds then outstanding or their agent.

Any failure by the Company to comply with any provision of the Continuing Disclosure
Agreement will not constitute a failure or a default, or an event of default, under the Loan
Agreement or the Indenture.

The Continuing Disclosure Agreement will remain in effect only for such period that
any of the Bonds are outstanding in accordance with their terms and the Company remains an
obligated person with respect to the Bonds within the meaning of the Rule.
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There have not been, and the Company will covenant that as of the closing date for the
sale of the Bonds, there will not have been, any instances in which the Company failed to comply,
m all material respects, with any previous continuing disclosure agreement made by the Company
for purposes of the Rule.

The following NRMSIRs exist at this time: Bloomberg Municipal Repository,
Skillman, New Jersey; DPC Data Inc., Fort Lee, New Jersey; and Interactive Data Pricing and
Reference Data, Inc. and Standard & Poor's Securities Evaluations, Inc., each of New York, New
York. The following SID exists at this time: Ohio Municipal Advisory Council, Twinsburg,
Ohio.

RATINGS

Moody’s Investors Service, Inc. (“Moody’s”™) and Standard & Poor’s Ratings
Services, a division of The McGraw-Hill Companies, Inc. (“S&P”), are expected to assign their
insured ratings to each series of the Bonds of “Aaa” and “AAA,” respectively, with the
understanding that upon delivery of the Bonds, the Bond Insurer will deliver the Bond Insurance
Policies insuring the payment when due of the principal of and interest on the Bonds.

There is no assurance that the ratings will remain in effect for any given period of
time or that they will not be revised downward or withdrawn entirely if, in the judgment of the
respective rating agency, circumstances so warrant. The Underwriter has not undertaken any
responsibility either to bring to the attention of owners of the Bonds any proposed revision or
withdrawal of the ratings or to oppose any such proposed revision or withdrawal. Any
downward revision or withdrawal of the rating may have an adverse effect on the market prices
of the Bonds.

. In November 2007, Fitch Ratings (“Fitch”) and Moody’s issued press releases
concerning their analyses of the effect on financial guarantors of the ongoing deterioration in the
performance of residentia! mortgage-backed securities (“RMBS™) and collateralized debt
obligations with exposure to RMBS (*ABS CDOs”). Fitch and Moody’s indicated that they are
re-assessing their required capital adequacy ratios for insurers in light of recent rating actions
with respect to ABS CDOs, and afso revising the stress tests they apply in their ratings analyses
of insurers to reflect higher potential losses for those exposures. A possible conclusion of these
analyses may be that one or more financial guarantors may no ionger meet the “AAA” capital
adequacy guidelines of Fitch and/or Moody’s, in which case, absent raising additional capital or
executing a risk mitigation strategy, one or more financial guarantors’ ratings from Fitch and/or
Moody’s could be downgraded. Fitch stated in its announcement that based upon its preliminary
review and analysis, there is a moderate probability that Ambac Assurance would experience
erosion of its capital cushion under Fitch’s updated stress analysis. Moody’s stated in its
announcement that based on its initial analysis Ambac Assurance faces a moderate risk of falling
below Moody’s Aaa capital adequacy benchmark under Moody’s revised stress scenarios.

Further information concerning this matter may be obtained from Fitch and/or
Moody’s.
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LEGAL MATTERS

Legal matters incident to the authorization and issuance of the Bonds are subject to
the approving opinion of Squire, Sanders & Dempsey L.L.P., Bond Counsel. The form of such
opinion is included as Appendix D hereto. Certain legal matters in connection with the issuance
aof the Bonds will be passed upon for the Issuer by Forbes, Fields & Associates Co., L.P.A.
Certain legal matters will be passed upon for the Company by Robert T. Lucas III, Esq.,
Associate General Counsel of Duke Energy Corporation, and Richard G. Beach, Esq., Assistant
General Counsel of Duke Energy Corparation, as counsel to the Company. Certain legal matters
will be passed upon for the Bond Insurer by an Assistant General Counsel. Certain legal matters
will be passed upon for the Underwriter by Squire, Sanders & Dempsey L.L.P. From time to
time, Squire, Sanders & Dempsey L.L.P. has represented affiliates of the Company or its
predecessors in various matters.

UNDERWRITING

Under the terms of a Bond Purchase Agreement, the Underwriter will agree, subject
to the approval of certain legal matters by counsel and to certain other conditions, to purchase the
Bonds from the Issuer at a price of $139,510,000 (representing 100% of the aggregate principal
amount of the Bonds less an underwriting discount of $480,000). The Company also will agree
to reimburse the Underwriter for certain expenses. The Underwriter will agree to purchase all of
the Bonds, if any of the Bonds are purchased. Afier the Bonds are released for sale to the public,
the offering price and other selling terms may from time to time be varied by the Underwriter,
and such Bonds may be offered and sold o certain dealers (including dealers depositing such
Bonds into investment accounts) and athers at prices lower than the public offering price set
forth on the cover page hereof.

The Company will agree to indemnify the Underwriter and the Issuer against certain
liabilities, including certain liabilities under federal securities laws.

The Underwriter also will act as a Broker-Dealer during the ARS Rate Period. The
Broker-Dealer will be compensated for its services as Broker-Dealer. The Underwriter has been
appointed to serve as Remarketing Agent and will be separately compensated by the Company.

In the ordinary course of its business, the Underwriter and certain of its affiliates have
engaged, and may in the future engage, in investment banking or other fransactions with the
Company and its affiliates.



This Official Statement has been duly authorized, executed and delivered by the Company and
the [ssuer.

OHIO AIR QUALITY
DEVELOPMENT AUTHORITY

By: /fs/Mark R. Shanahan
Executive Director

DUKE ENERGY OHIO, INC.

By:_ /s/Stephen De May
Vice President and Treasurer
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Appendix A
DUKE ENERGY OHIO, INC.

The information contained herein as Appendix A ta the Official Statement relates to and
has been supplied by the Company. The delivery of this Official Statement shall not create any
implication that there has been no change in the affairs of the Company since the date hereof, or
that the information contained, referred lo or incorporated by reference in this Appendix A is
correct as of any time subsequent to its date. The Issuer makes no representation or warranty as
to the accuracy or completeness of the information contained or incorporated by reference in
this Appendix 4. Unless indicated otherwise, ar the context otherwise requires, references in
this Appendix A to “we,” “us" and “our” or similar terms are to the Company.

THE COMPANY

The following information is _furnished solely to provide limited introductory information
about the Company and does ot purport to be comprehensive. Such information is qualified in
their entivety by reference to detailed information and financial statements appearing in the
documents referred to or incorporated herein by reference or elsewhere in this Appendix A and,
therefore, such information should be read together with this Official Statement. See “Available
Information” and " Incorporation of Certain Dacuments by Reference ” below.

The Company, formerly The Cincinnati Gas & Electric Company, an Ohio corporation, is
a wholly-owned subsidiary of Cinergy Corp., which in turn is an indirect, wholly-owned
subsidiary of Duke Energy Corporation. The Company is a combination electric and gas public
utility company and is engaged in the generation, transmission and distribution of electricity, the
sale of and/or transportation of natural gas and energy marketing. The Company provides
service in the southwestern portion of Ohia and through one of its subsidiaries in nearby areas of
Kentucky. The Company’s principal subsidiary, Duke Energy Kentucky, Inc., is a Kentucky
corporation that provides electric and gas service in northern Kentucky. The Company’s other
subsidiaries are insignificant to its results of operations.

Cur principal executive offices are located at 139 East Fourth Street, Cincinnati, Ohio
45202. Our telephone number is (513) 421-9500.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Official Statement includes forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934. Forward-looking statements are based on management’s beliefs and assumptions. These
forward-looking statements are identified by terms and phrases such as “anticipate,” “believe,”
“intend,” “estimate,” “expect,” “continue,” “should,” *could,” “may,” “plan,” “project,”
“predict,” “will,” “potential,” “forecast,” and similar expressions. Forward-looking statements
involve risks and uncertaintics that may cause actual results to be materially different from the
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results predicted. Factors that could cavse actual results to differ materially from those indicated
in any forward-looking statement include, but are not limited to:

* State and federal legislative and regulatory initiatives, including costs of compliance
with existing and future environmental requirements;

* State and federal legislative and regulatory initiatives that affect cost and investment
recovery, have an impact on rate structures:

» Costs and effects of legal and administrative proceedings, settlements, investigations
and claims;

e [ndustrial, commercial and residential growth in the Company’s service territories;
e Additional competition in electric markets and continued industry consolidation;

* The influence of weather and other natural phenomena on the Company’s operations,
including the economic, operational and other effects of tornados, droughts and other
natural phenomena;

» The timing and extent of changes in commodity prices and interest rates;

o Unscheduled generation outages, unusual maintenance or repairs and electric
transmission system constraints;

e The results of financing efforts, including the Company’s ability to obtain financing
on favorable terms, which can be affected by various factors, including the
Company's credit ratings and general economic conditions;

» Declines in the market prices of equity sccurities and resultant cash funding
requirements of the Company for Cinergy Corp.’s defined benefit pension plans;

¢ The level of creditworthiness of counterpartics to the Company’s transactions;

+ Employee workforce factors, including the potential inability to attract and retain key
personnei;

» Growth in opportunitics for the Company’s business units, including the timing and
success of efforts to develop domestic power and other projects; and

* The effect of accounting pronouncements issued periodically by accounting standard-
setting bodies.

In light of these risks, uncertainties and assumptions, the events described in the forward-
looking statements might not occur or might occur to a different extent or at a different time than
the Company has described. The Company undertakes no obligation to publicly update or revise



any forward-looking statements, whether as a result of new information, future events or
atherwise.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The financial statements and financial statement schedule as of December 31, 2006 and
2005, and for each of the three years in the period ended December 31, 2006, incorporated in this
Official Statement by reference from the Company’s Annual Report on Form 10-K for the year
ended December 31, 2006, have been audited by Deloitte and Touche LLP, an independent
registered public accounting firm, as stated in their report dated March 30, 2007 relating to the
financial statements and financial statement schedule of the Company (which report expresses an
unqualified opinion and includes an explanatory paragraph referring to the Company’s
application of “push-down accounting” effective April 1, 2006) which is incorporated herein by
reference.

AVAILABLE INFORMATION

The Company files reports and other information with the Securities and Exchange
Commission (the “Commission’) pursuant to the Securities Exchange Act of 1934, as amended
(the “Exchange Act”). Certain information concerning directors and officers, their
remuneration, and any material interest of such persons in transactions with the Company, as of
particular dates, was disclosed in the Company’s Annual Report on Form 10-K filed on April 2,
2007, with the Commission for the period ending December 31, 2006. Such reports and other
information can be inspected and copied at the public reference facilities maintained by the
Commission. The Commission maintains a Web site that contains reports, proxy and
information statements and other information regarding issuers, such as the Company, that file
electronically with the Commission and the address of such Web site is hitp://www sec.gov.
Copies of such material can also be obtained at prescribed rates from the Public Reference
Section of the Commission at its principal office at 100 F Street, NE, Washington, D.C. 20549.
Such material can also be inspected at the offices of the New York Stock Exchange.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The (ollowing documents filed by the Company with the Commission pursuant to the
Exchange Act are hereby incorporaied in this Official Statement by reference:

(a)  Annual Report on Form 10-K for the year ended December 31, 2006;

(b) Quarterly Reports on Form 10-Q for the quarters ended March 31, 2007, June 30, 2007
and September 30, 2007; and

(¢} Current Reparts on Form 8-K dated June 25, 2007 and July 5, 2007,

All documents filed by the Company pursuant to Section 13(a), 13(c), 14 or 15(d) of the
Exchange Act afier the date of this Official Statement and prior to the termination of this offering


http://www.sec.gov

shall be deemed to be incorporated in this Official Statement by reference and to be a part hereof
from the date of filing of such documents,

Any statement contained in a document incorporated or deemed o be incorporated by
reference herein shall be deemed to be modified or superseded for purposes of this Official
Statcment to the extent that a statement contained herein or in any other subsequently filed
document which is deemed to be incorporated by reference herein modifies or supersedes such
statement. Any such statement so modified or superseded shall not be deemed, except as so
modified or superseded, to constitute a part of this Official Statement,

The Company hereby undertakes to provide without charge to each person to whom a
copy of this Official Statement has been delivered, upon the written or oral request of any such
person, a copy of any or all of the documents referred to above which have been or may be
incorporated in this Official Statement by reference, other than exhibits to such documents.
Requests for such copies should be directed to the Investor Relations Department, 526 S. Church
Street, Charlotte, North Carolina 28202-1803 (telephone: 804-438-3853).
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AFPENDIX B
CERTAIN DEFINITIONS

Unless the context otherwise requires, as used herein, the following terms will have the
Jollowing meanings. Defined terms below should be read as separately referring to each series
of Bonds. See also APPENDIX C for definitions of cerfain terms relating to the Auction
Procedures.

“Auction Rate Bonds" means any Bonds which are in an Auction Mode.

“Autharized Denominations” means (i) with Term Bonds, denominations of $5,000 and
integral multiples thereof, (ii) with Bonds at a Commercial Paper, a Daily or Weekly Rate,
denominations of $100,000 with integral multiples of 35,000 in excess thereof, and (iii) with
Auction Rate Bonds, denominations of $25,000 and integral multiples thereof.

“Book-Entry System” means the system maintained by the Depository and described
herein under “THE BONDS ~ Auction Rate Bonds—Deposifory” and “THE BONDS — Book-
Entry-Only System.”

“Business Day " means any day other than (i) a Saturday or Sunday, (ii) a day on which
commercial banks in New York, New York, or the city or cities in which are located the
corporate trust office or payment office of the Trustee, the Company, any Liquidity Facility
Issuer, the Auction Agent, the Remarketing Agent, the Registrar or the Paying Agent are
authorized by law to close or (iii) a day on which the New York Stock Exchange is closed.

“Code” means the Internal Revenue Code of 1986, as amended from time to time.
References to the Code and Sections of the Code include relevant applicable regulations and
proposed regulations thereunder and under the Internal Revenue Code of 1954, as amended, and
any successor provisions to those Sections, regulations or proposed regulations and, in addition,
all revenue rulings, announcements, notices, procedures and judicial determinations under the
foregoing applicable to the Bonds.

“Commercial Paper Rate” means, when used with respect to any particutar Bond, the
interest rate determined for each Commercial Paper Rate Period applicable thereto pursuant to
the Indenture.

“Commercial Paper Raie Period” means a period during which a Bond bears interest at a
Commercial Paper Rate.

“Conversion Date” means a day on which the Bonds are converted to bear interest
(i) from one Variable Rate Period to another Variable Rate Period in accordance with the terms
of the Indenture, including any change from a Term Rate Period to a Term Rate Period of a
different duration, or (ii) from an ARS Rate Period to a Variable Rate Period or (iii) from a
Variable Rate Period to an ARS Rate Period,



“Daily Rate” means the interest rate to be determined for the Bonds on each Business
Day pursuant to the Indenture and described under the caption “THE BONDS-Interest Rate
Determination Methods—Daily Rate and Daily Rate Period.”

“Daily Rate Period” means a period during which the Bonds bear interest at a Daily Rate
is in effect.

“Depository” means The Depository Trust Company {a limited purpose trust company),
New York, New York, until a successor Depository will have become such pursuant to the
applicable provisions of the Indenture and thereafter, “Depository” will mean the successor
Depasitory.  Any Depository will be a securities depository that is a clearing agency under
federal law operating and maintaining, with its participants or otherwise, a Book Entry System to
record ownership of beneficial interests in Bonds or bond service charges thereon, and to effect
transfers of beneficial interests in the Bonds, in a Book Eatry Form,

“Government Obligations” means cobligations of, or obligations guaranteed as to
principal and interest by, the U.S. or any agency or instrumentality thereof, when such
obligations are backed by the full faith and credit of the U.S. including:

« U.S. treasury obligations

+ All direct or fully guaranteed obligations

« Farmers Home Administration

s General Services Administration

» Guaranteed Title XI financing

» Government National Mortgage Association (GNMA)
« State and Local Government Series

“Interest Payment Date " means (a) when used with respect to Bonds bearing interest at
the Daily or Weekly Rate, the first Business Day of each calendar month to which interest at
such rate has accrued; (b) when used with respect to Bonds bearing interest at a Term Rate, the
first day of the sixth calendar month following the month in which the Term Rate Period begins
and the first day of each sixth calendar month thercafter to which interest at such rate has
accrued, except that the last Interest Payment Date for any Term Rate Period which is followed
by a conversion to a Daily, Weekly or Commercial Paper Rate Period (but not a conversion to a
Term Rate Period of a different duration) will be the first Business Day of the sixth calendar
month following the month in which the immediately preceding Interest Payment Date occurs,
{c) when used with respect to any particular Bond bearing interest at a Commercial Paper Rate,
the first Business Day following the last day of each Commercial Paper Rate Period applicable
thereto; and (d) when used with respect to any particular Auction Rate Bond, will have the
meaning set forth in APPENDIX C and Schedule 1 thereto. In any case, the final Interest
Payment Date will be the Maturity Date.

“Interest Period” means, for Auction Rate Bonds, the Initial Period for the Auction Rate
Bonds and each successive Auction Period thereafter, “Interest Period” for Bonds bearing
interest at a Variable Rate means the period from and including any Interest Payment Date to and
including the day immediately preceding the next following Interest Payment Date, as
applicable, provided, however, that the first Interest Period for any Bond will begin on {(and
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include) the date of original issuance of the Bonds and the final Interest Period will end on (and
include) the day immediately preceding the Maturity Date.

“Liquidity Facility” means an irrevocable direct-pay letter of credit or other credit
enhancement or liquidity support facility, or any combination thereof, delivered to and in favor
of the Trustee for the benefit of the owners of the Bonds, and includes any Liquidity Facility
delivered to the Trustee pursuant to the Indenture.

“Liquidity Facility Issuer " means the issuer of any Liquidity Facility then in effect.
“"Maturity Date” means December 1, 2041.

“Maximum Interest Rate” means the least of (a) 13% per annum, (b) the maximum rate
of interest permitted under State law, or (c) in the case of Bonds bearing interest at a Variable
Rate, the maximum rate of interest permitted by any Liquidity Facility then in effect.

“Moody's" means Moody’s Investors Service, Inc., a corporation organized and existing
under the laws of the State of Delaware, its successors and assigns, and, if such corporation is
dissolved or liquidated or no longer performs the functions of a securities rating agency,
“Moody’s” will be deemed to refer to any other nationally recognized securities rating agency
designated by the Issuer, with the approval of the Company, by notice to the Trustee and the
Company.

“Opinion of Bond Counsel” means a written opinion of nationally-recognized bond
counsel selected by the Company and acceptable to the Trustee and who is experienced in
matters relating to the exclusion from gross income for federal income tax purposes of interest
on obligations issued by states and their political subdivisions. Bond Counse! may be counsel to
the’Trustee or the Company.

"Quistanding Bonds,” “Bonds owtstanding™ or “outstanding” as applied to Bonds,
means, as of the applicable date, all Bonds which have been authenticated and delivered, or
which are being delivered by the Trustee under the Indenture, except:

{a) Bonds cancelled upon surrender, exchange or transfer, or cancelled because of
payment or redemption on or prior to that date;

(b}  On or after any purchase date for Bonds pursuant to the Indenture, all Bonds (or
portions of Bonds) which are tendered or deemed to have been tendered for purchase on such
date, but which have not been delivered to the Paying Agent, provided that funds sufficient for
such purchase are on deposit with the Paying Agent in the appropriate accounts in accordance
with the provisions hergof;

{c) Bonds, or the portion thereof, for the payment, redemption or purchase for
cancellation of which sufficient moneys have been deposited and credited with the Trustee or
Paying Agent to the appropriate accounts on or prior to that date for the purpose (whether upon
or priar to the maturity or redemption date of those Bonds); provided, that if any of those Bonds
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are to be redeemed prior to their maturity, notice of that redemption has been given or
arrangements satisfactory to the Trustee have been made for giving notice of that redemption, or
waiver by the affected Holders of that notice satisfactory in form to the Trustee has been filed
with the Trustee;

(d)  Bonds, or the portion thereof, which are deemed to have been paid and discharged
or caused to have been paid and discharged pursuant to the provisions of the Indenture; and

(e) Bonds in lieu of which others have been authenticated under the Indenture.

“Paying Agernt” means (i) Deutsche Bank National Trust Company, with a corporate
trust office in Chicago Iilinois, or (ii} any bank or trust company designated as Paying Agent by
or in accordance with the Indenture.

“Rate Period” means a period during which a particular rate of interest determined for
the Bonds is to remain in effect until a subsequently determined rate of interest becomes
effective pursuant to the Indenture. In any case, the final Rate Period will end on {and include)
the day immediately preceding the Maturity Date.

“Registrar” means Deutsche Bank National Trust Company untii a successor Registrar
has become such pursuant to the [ndenture.

“Regular Record Date” means the close of business on () the fifteenth day of the month
preceding each Interest Payment Date in the case of Bonds bearing interest at a Term Rate;
(b) the last Business Day of the Interest Period in the case of Bonds bearing interest at Daily or
Weekly Rates; (¢} the last day of the Commercial Paper Rate Period applicable to such Bond;
and (d) the Business Day immediately preceding each Interest Payment Date for Auction Rate
Bonds.

“S& P " means Standard & Poor’s Ratings Services, and its successors and assigns, except
that if such Division is dissolved or liquidated or no longer performs the functions of a securities
rating agency, “S&P” will be deemed to refer to any other nationaltly recognized securities rating
organizalion designated by the Issuer, with the approval of the Company, by notice to the
Trustee and the Company.

“Srare " means the State of Ohio.

“Term Rate " means the interest rate to be determined pursuant to the Indenture for the
Bonds for a term of one or more whole years or for a term to the Maturity Date.

“ITerm Rate Period” means a period during which the Bonds bear interest at a particular
Term Rate.

“Variable Rate " means, as the context requires, the Commercial Paper, Daily, Weekly or
Term Rate applicable from time to time to the Bonds.



“Weekly Rate” means the interest to be determined for the Bonds on a weekly basis
pursuant to the Indenture and described under the caption “THE BONDS-Interest Rate
Determination Methods—WHeekly Rate and Weekly Rate Period.”

“Weekly Rate Period” means a period during which the Bonds bear interest at a Weekly
Rate.
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Both the Definitions in Article I and the Auction Procedures in Article Il are subject o modification or
amendment pursuant to Schedule [ In the event of any conflict between Article I or Article 11 and Schedule 1,
Schedule [ shall prevail. Any reference herein to “Series™ such as “a Serics of Bonds” or “Bonds of a Series™
shall not apply if there is only one Series of Bonds. Capitalized terms used in this Appendix C or in Schedule 1
and not otherwise defined in either this Appendix C or in Schedule [ have the meanings specified therefor in the
Authorizing Document.

ARTICLEI
Definitions

The following words and terms as used in this Appendix C (hereinafler “this Appendix™) and elsewhere
in the Authorizing Document have the following meanings with respect to Bonds in an ARS Rate Period unless
the context or use indicates another or different meaning or intent or the definition has been changed, modified
or expanded in Schedule I

“Agent Member” means a member of, or participant in, the Securities Depository who shall act on
behalf ol a Bidder.

“All Hold Rate” has the meaning set forth in Schedule 1,

“ARS Conversion Date” means with respect to Boads, the date on which the Bonds of such Series
convert from an interest rate period other than an ARS Rate Period and begin to bear interest at the Auction
Period Rate.

“ARS Rate Period” means, for each Series of Bonds, any period of time commencing on the day
following the Initial Period and ending on the earlier of the Conversion Date or the day preceding the final
maturity date of such Bonds.

“Auction” means cach periodic implementation of the Auction Procedures.

“Amnction Agent”™ means the Person appointed as Auction Agent in accordance with the Auction
Agreemtent. The Auction Agent shall initially be the party named in Schedule 1.

“Auction Agreement” means an agreement between the Auction Agent and the Trustee pursuant to
which the Auction Agent agrees 1o follow the procedures specified in this Appendix with respect to the Bonds
while such Bonds bear interest at the Auction Period Rate, as such agreement may from time to time be amended
or supplemented.

“Auction Date’ means with respect to any Series of Bonds:

(a) Daily Auciion Period, 1f the Bonds are in a daily Auction Period, each Business Day unless such
day is the Business Day prior to the conversion from a daily Auction Period to another Auction Peried,

{b) Flexible Auction Period. If the Bonds are in a Flexible Auction Period, the last Business Day of the
Flexible Auction Period, and

(¢) Other Auction Periods. If the Bonds are in any other Auction Period, the Business Day next
preceding each fnterest Payment Date for such Bonds (whether or not an Auction shall be conducted on such
date);

provided, however, that the last Auction Date with respect to the Bonds in an Auction Period other than a daily
Auction Period or Flexible Auction Period shall be the earlier of (i) the Business Day next preceding the Interest
Payment Date next preceding the Conversion Date for the Bonds and (i) the Business Diay next preceding the
Interest Payment Date next preceding the final maturity date for the Bonds; and
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provided, further, that if the Bonds are in a daily Auction Period, the last Auction Date shall be the earlier of
(x) the second Business Day next preceding the Conversion Date for the Bonds and (y) the Business Day next
preceding the final maturity date for the Bonds. The last Business Day of a Flexible Auction Period shall be the
Auction Date for the Auction Period which begins on the next succeeding Business Day, if any, On the second
Business Day preceding the conversion from a daily Auction Period to another Auction Period, there shall be an
Auction for the last daily Auction Period. On the Business Day preceding the conversion from a daily Auction
Period to amother Auction Period, there shall be one Auction for the first Auction Period following the
conversion,

The first Auction Date for cach Series of Bonds is set forth in Schedule [,

“Auction Desk” means the business unit of a Broker-Dealer that fulfills the responsibilities of the
Broker-Dealer under a Broker-Dealer Agreement, including soliciting Bids for the Bonds, and units of the
Broker-Dealer which are not separated from such business unit by information controls appropnate to controf,
limit and monitor the inappropriate dissemination and use of information about Bids.

“Auction Period” means with respect to each Series of Bonds:
(a) Flexible Auction Period. A Flexible Auction Period;

)] Daily Auction Period. With respect to a Series of Bonds in a daily Auction Peried, a period
beginning or each Business Day and extending to but not including the next succeeding Business Day unless
such Business Day is the second Business Day preceding the conversion from a daily Auction Period to another
Auction Period, in which case the daily Auction Period shall extend ta, but not include, the next Interest Payment
Date;

(c) Seven day Auction Period. With respect to & Series of Bonds in a seven-day Auction Period,
if Auctions generally are conducted on the day of the week specified in column A of the table helow, a period of
generally seven days beginning on the day of the week specified in column B of the table below (or the day
following the last day of the prior Auction Period if the prior Auction Period does not end on the day of the week
specified in column C of the table below) and ending on the day of the weck specified in column C of the table
below in the nexi succeeding week (unless such day is not followed by a Business Day, in which case on the
next succeeding day which is followed by 2 Business Day):

@A) (B ©
When Auctions Occur | Auction Period Generally Auction Period Generally
on this day Begins this day Ends this day

Friday Monday Sunday

Monday Tuesday Monday

Tuesday Wednesday Tuesday

Wednesday Thursday Wednesday

Thursday Friday Thursday

(d) 28-day Auction Period. With respect to a Series of Bonds in a 2B-day Auction Period, if Auctions
generally are conducted on the day of the week specified in column A of the table above, a period of generally
28 days beginning on the day of the week specified in coiumn B of the table above (or the day following the Jast
day of the prior Auction Period if the prior Auction Period does not end on the day of the week specified in
column C of the table above) and ending on the same day of the week specified in column C of the table above
four weeks later {uniess such day is not followed by a Business Day, in which case on the next succeeding day
which is followed by a Business Day).

(e) 33-day Auction Period With respect 1o a Series of Bonds in a 35-day Auction Period, if Auctions

generally are conducted on the day of the week specified in column A of the table above, a period of generally
33 days beginning on the day of the week specified in coluron B of the table above (or the day following the last
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day of the prior Auction Period if the prior Auction Period does not end on the day of the week specified in
column C of the table above) and ending on the day of the week specified in column C of the table above five
wecks later {unless such day is not followed by a Business Day, in which case on the rext succeeding day which
is followed by a Business Day).

N Three-month Auction Period. With respect to a Serics of Bonds in & three-month Auction
Period, a period of generally three months (or shorter period upon a conversion from anather Auction Period or
following an ARS Conversion Date) beginning on the day following the last day of the prior Auction Period and
ending on the calendar day immediately preceding the first Business Day of the month that is the third calendar
month following the beginning date of such Auction Period; and

(&) Six-month Auction Period With respect to a Series of Bonds in a six-month Auction Period, a
period of generally six months (or shorter period upon a conversion from another Auction Period or following an
ARS Conversion Date) beginning on the day following the last day of the prior Auction Period and ending on the
next succeeding date st forth in Schedule [;

Provided, however, that if there is a conversion of a Series of Bonds with Auctions generally conducted
on the day of the week specified in column A of the table above, {i) fom a daily Auction Period to a seven-day
Auction Period, the next Auction Period shall begin on the date of the conversion (i.e. the Interest Payment Date
for the prior Auction Period) and shall end on the next succeeding day of the week specified in column C of the
table above (unless such day is not followed by a Business Day, in which case on the next succeeding day which
is followed by a Business Day), (i) from 2 daily Auction Feriod to a 28-day Auction Period, the next Auction
Period shall begin on the date of the conversion (i.e., the Interest Payment Date for the prior Auction Pericd) and
shall end on the day of the week specified in column C of the table above (unless such day is not followed by a
Business Day, in which case on the next succeeding day which is followed by a Business Day} which is more
than 2 [ days but not more than 28 days from such date of conversion, and {iii} from a daily Auction Period to a
35-day Auction Period, the next Auction Period shall begin on the date of the conversion (i.e. the Interest
Payment Date for the prior Auction Period) and shall end on the day of the week specified in column C of the
table above (unless such dav is not followed by a Business Day, in which ¢ase on the next succeeding day which
is followed by a Business Day) which is more than 28 days but no more than 35 days from such date of
COnversion,

Notwithstanding the foregaing, if an Auction is for an Auction Perind of mere than seven days and the
Auction Rate on such Auction Date is the Maximum Rate as the result of a lack of Sufficient Cleanng Bids, the
Auction Period shall automatically convert to a seven-day Auction Period. On the following Auction Date, the
Auction shall be conducted for an Auction Period of the same length as the Auction Period prior to such
automatic conversion. If such Auction is successful, the Auction Period shall revert to the length prior to the
automatic conversion, and, if such Auction is not successful, the Auction Period shall be another seven-day
period.

“Auction Period Rate™ means the Auction Rate or any other rate of interest to be borne by the Bonds
during each Auction Period determined in accordance with Section 2.04 of this Appendix; provided, however, in
no event may the Auction Period Rate exceed the Maximum Rate.

“Auction Procedures” means the procedures for conducting Auctions for Bonds during an ARS Rate
Period set forth in this Appendix,

“Auction Rate” means for cach Series of Bonds for each Auction Period, {i) if Sufficient Clearing Bids
exist, the Winning Bid Rate, provided, however, if all of the Bonds are the subject of Submitted Hold Orders, the
All Hold Rate for such Series of Bonds and (ii) if Sufficient Clearing Bids do not exist, the Maximum Rate for
such Series of Bonds.

“Autharized Denomination” means $25,000, or such other amount specified in Schedule I, and
integral multiples thereof 5o long as the Bonds bear interest at the Auction Period Rate, notwithstanding anything
else in the Autheorizing Document to the contrary.



“Authorizing Document” has the meaning set forth in Schedule 1.

“Available Bonds™ mcans, for cach Serics of Bonds on gach Auction Date, the number of Units of
Bonds that are not the subject of Submitted Hold Orders.

“Bid™ has the meaning specified in subsection {a) of Section 2.01 of this Appendix.
“Bidder” means each Existing Ctwner and Potential Owner who places an Order.
“Bonds” has the meaning set forth in Schedule L.

“Broker-Dealer” means any entity that is permitied by law o perform the function required of a
Broker-Dealer described in this Appendix, that is a member of, or a direct participant in, the Securities
Depository, that has been selected by the Corporation and that is a party to a Broker-Dealer Agreement with the
Auction Agent and the Corporation. The “Broker-Dealer of record”™ with respect to any Bond is the Broker-
Dealer which placed the Order for such Bond or whom the Existing Owner of such Bond has designated as its
Broker-Dealer with respect to such Bend, in each case as reflected in the records of the Auction Agent. The
Broker-Dealer(s} shall initially be the party(ies) named in Schedule 1.

“Broker-Dealer Agreement” means an agreement among the Auction Agent, the Cosporation and a
Broker-Dealer pursuant to which such Broker-Dealer agrees to follow the procedures described in this Appendix,
as such agreement may from to time be amended or supplemented.

“Broker-Dealer Deadline” means, with respect to an Order, the internal deadline established by the
Broker-Dealer through which the Order was placed after which it will not accept Orders or any change in any
Order previously placed with such Broker-Dealer; provided, however, that nothing shall prevent the Broker-
Dealer from correcting Clerical Errors by the Broker-Dealer with respect to Orders from Bidders after the
Broker-Dealer Deadline pursuant to the provisions hercin.  Any Broker-Dealer may change the time or times of
its Broker-Dealer Deadline as it relates 1o such Broker-Dealer by giving notice not less than two Business Days
prior to the date such change is to take effect o Bidders who place Orders through such Broker-Dealer.

“Business Day” in addition to any other definition of “Business Day” included in the Authorizing
Document, while Bonds bear interest at the Auction Period Rate, the term Business Day shali not include
Saturdays, Sundays, days on which the New York Stock Exchange or its successor is not open for business, days
on which the Federal Reserve Bank of New York is not open for business, days on which banking institutions or
trust companies located in the state in which the eperations of the Auction Agent are conductad are authorized or
required to be closed by law, regulation or executive order of the state in which the Auction Agent conducts
operalions with respect to the Bonds.

“Clerical Errar” means a clerical error in the processing of an Order, and includes, but is not limited
i, the following: (i) a transmission etror, including but not fimited to, an Order sent to the wrong address or
number, failure to transmit certain pages or illegible transmission, (ji) failure to transmit an Order received from
one or more Existing Owners or Potential Owners (including Orders from the Broker-Dealer which were not
ariginaled by the Auction Desk) prior to the Broker-Deafer Deadline or generated by the Broker-Dealer’s
Auction Desk for its own account prior 1o the Submission Deadline or (iii) a typographical error. Determining
whether an error is a “Clerical Error” is within the reasonable judgment of the Braker-Dealer, provided that the
Broker-Dealer has a record of the correct Order that shews it was so received or so generated prior to the Broker-
Dealer Deadling or the Submission Deadline, as applicable.

“Conversion Date” means the date on which any Series of the Bonds begin to bear interest at a rate
which is determined other than by means of the Auction Procedures,

“Corporation™ has the meaning set forth in Schedule [.
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“Electronic Means” means, facsimile transmission, email transmission or other similar electronic
means of communication providing evidence of ransmission, including a telephone communication confirmed
by any other method set forth in this definition,

“Error Correction Deadline’" means one hour after the Auction Agent completes the dissemination of
the results of the Auction to Broker-Dealers without regard to the time of receipt of such results by any Broker-
Dealer; provided, however, in no event shall the Error Correction Deadline extend past 4:00 p.m., New York
City time, unless the Auction Agent experiences technological failure or force majeure in disseminating the
Auction results which causes a delay in dissemination past 3:00 p.m., New Yurk City time,

“Existing Owner” means a Person who is the beneficial owner of Bonds; provided, however, that for
purposes of conducting an Auction, the Auction Agent may consider a Broker-Dealer acting on behalf of its
customer as an Existing Owner.

“Flexible Auction Period” means with respect to a Series of Bonds,

(a) any period of 182 days ar less which is divisible by seven and which begins on an Inierest Payment
Date and ends (i) in the case of a Series of Bonds with Auctions generally conducted on Fridays, on a Sunday
unless such Sunday is not followed by a Business Day, in which case on the next succeeding day which is
followed by a Business Day, (ii}in the case of a Series of Bonds with Auctions generally conducted on
Mandays, on a Monday unless such Monday is not followed by a Business Day, in which case on the next
succeeding day which is followed by a Business Day, (iii) in the case of a Series of Bonds with Auctions
generally conducted on Tuesdays, on a Tuesday uniess such Tuesday is not followed by a Business Day, in
which case on the next succeeding day which is followed by a Business Day, (iv) in the case of a Series of Bonds
with Auctigns generally conducted on Wednesdays, on a Wednesday unless such Wednesday is not followed by
a Business Day, in which case on the next succeeding day which is followed by a Business Day, and (v) in the
case of a Series of Bonds with Auctions generally conducted on Thursdays, on a Thursday unless such Thursday
is not followed by a Business Day, in which case on the next succeeding day which is followed by a Business
Day or

(b} any pericd which is longer than 182 days which begins on an Interest Payment Date and ends not
tater than the final scheduled maturity date of such Series of Bonds.

“Hold Order” means an Order to hold the Bonds as provided in Section 2.01(a) of this Appendix or
such an Grder deemed to have been submitted as provided in Section 2.01(c) of this Appendix.

“Index” has the meaning set forth in Schedule I,
“Initial Period™ has the meaning set forth in Schedule [
“Initial Pertod Rate” has the meaning set forth in Schedule 1.

“Interest Payment Date” with respect to Bonds of a Series bearing interest at Auction Period Rates,
means, notwithstanding anything else in the Authorizing Document to the contrary, the first Interest Payment
Date for such Series of Bonds as set forth in Schedule I and thereafter (unless changed by Schedule ) (a) when
used with regpect to any Auction Period other than a daily Anction Period or a Flexible Auction Period, the
Business Day immediately following such Auction Period, (b) when used with respect to a daily Auction Period,
the first Business Day of the month immediately succeeding the first day of such Auction Period, (c) when used
with respect to a Flexible Auction Period of (i) seven ot more but fewer than 183 days, the Business Day
immediately following such Flexible Auction Period, or (ii} 183 or more days, each semiannual date on which
interest on the Bonds would be payable if such Bonds bore interest at a fixed rate of interest and on the Business
Day immediately following such Flexible Auction Period, and (d) the date when the final payment of principal
of the Bonds of such Series becomes due and payable (whether at stated maturity, upon redemption or
acceleration, or otherwise).
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“Issuer™ has the meaning set forth in Schedufe 1.
“Maximum Rate” has the meaning set forth in Schedule L.
“Order” means a Hold Order, Bid or Sell Order.
“Person™ has the meaning set forth in Schedule 1.

“Potential Owner” means any Person, including any Existing Owngr, who may be interested in
acquiring a beneficial interest in the Bonds in addition to the Bonds currently owned by such Person, if any;
provided, however, that for purposes of conducting an Auction, the Auction Agent may consider a Broker-
Drealer acting on behalf of its customer as a Potential Owner.

“Record Date” means, notwithstanding anything else in the Authorizing Document, while the Bonds
bear interest at the Auction Period Rate, the Business Day immediately preceding an Interest Payment Date,

“Schedule [ means Schedule 1 to this Appendix.

“Securities Depository” means, notwithstanding anything else in the Authorizing Document 1o the
contrary, The Depository Trust Company and its successors and assigns or any other securities depository
selected by the Corporation.

“Sell Order” has the meaning specified in subsection {(a) of Section 2.0 of this Appendix,

“Submission Deadline” means, unless changed by Schedule I, 1:00 p.m., New York City time, on each
Auction Dale not in a daily Auction Petiod and 11:00 a.m., New York City time, on each Auction Date in a daily
Auction Period, or such other time on such date as shall be specified from time to time by the Auciicn Agent if
directed in writing by the Trustee or the Corporation pursuant to the Auction Agreement as the time by which
Broker-Dealers are required to submit Orders to the Auction Agent. Notwithstanding the foregoing, the Auction
Agent will follow the Securities Industry and Financial Markets Association’s Early Market Close
Recommendations for shortened trading days for the bond markets (the “SIFMA Recommendation™) unless the
Auction Agent is instructed otherwise in writing by the Trustee or the Corporation. In the event of a SIFMA
Recommendation with respect to an Auction Date, the Submission Deadline will be 11:30 a.m., instead of 1:00
p-m., New York City time.

*Submitted Bid™ has the meaning specified in subsection (b) of Section 2.04 of this Appendix.
“Submitted Hold Order” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.
“Submitted Order” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.
“Submitted Sell Order” has the meaning specified in subsection (b) of Section 2.04 of this Appendix.
“Sufficient Clearing Bids” means for each Serjes of Bonds, an Auction for whick the number of Units
of such Bonds that are the subject of Submitled Bids by Patential Owners specifying one or more rales not
higher than the Maximum Rate is not less than the number of Units of such Bonds that are the subject of

Submitted Sell Ordets and of Submitted Bids by Existing Owners specifying rates higher than the Maximum
Rate,

“Units™ has the meaning set forth in Section 2.02(a)(iii} of this Appendix.

“Winning Bid Rate™ means for each Series of Bonds, the lowest rate specified in any Submitted Bid of
such Series which if calculated by the Auction Agent as the Auction Rate would cause the number of Units of
such Bonds that are the subject of Submitted Bids specifying a rate not greater than such rate to be not less than
the number of Units of Available Bonds of such Series.



ARTICLE 11
Auction Procedures

Section 2.0, Orders by Existing Owners and Potential Owners. {a) Prior to the Broker-Dealer
Deadline for each Series of Bonds on each Auction Date:

) each Existing Owner may submit io a Broker-Dealer, in writing or by such other
method as shall be reasonably acceptable to such Broker-Dealer, ane or more Orders as to:

(A) the principal amount of Bonds, if any, held by such Existing Owner which such
Existing Owner commits to confinue to hokl for the next succeeding Auction Period without regard to
the Auction Rate for such Auction Period,

(B) the principal amount of Boends, if any, held by such Existing Owner which such
Existing Owner commits to continue to hold for the next succeeding Auction Perfod if the Auction Rate
for the next succeeding Auction Peried is not less than the rate per annum specified in such Order (and
if the Auction Rate is less than such specified rate, the effect of the Osder shall be as set forth in
paragraph (b)(i)(A) of this Section), and/or

{C) the principal amount of Bonds, if any, held by such Existing Owner which such
Existing Owner offers to sell on the first Business Day of the next succeeding Auction Period (or on the
same day in the case of a daily Auction Period) without regard to the Auction Rate for the next
succeeding Auction Period; and

(i) gach Potential Owner may submit to a Broker-Dealer, in writing or by such other
method zs shall be reasonably acceptable to such Broker-Dealer, an Order as to the principal amount of
Bonds, which each such Potential Owner offers to purchase if the Auction Rate for the next succeeding
Auction Period is not less than the rate per annum then specified by such Potential Owner.

For the purposes of the Auction Procedures an Order containing the information referred to in clause
(iY(A) above is referred to as a “Hold Order,” an Order containing the information referred to in clause (iXB} or
{ii) abave is referred to as a “Bid,” and an Order containing the information referred to in clause (i)(C) above is
referred to as a “Sell Order.”

No Auction Desk of a Broker-Dealer shall accept as an Order a submission (whether received from an
Existing Owner or a Potential Owner or generated by the Broker-Drcaler for its own account) which does not
conform to the requirements of the Auction Procedures, including, but not limited to, submissions which are not
in Authorized Denominations, specify a rate which contains mare than three figures to the right of the decimal
point or specify an amount greater than the amount of Outstanding Bonds. No Auction Desk of a Broker-Dealer
shall accept a Bid or Sell Order which is conditioned on being filled in whole or a Bid which does not specify a
specific interest rate.

(b) (i) A Bid by an Existing Owner shall constitute an offer to sell on the first Business Day
of the next succeeding Auctibn Period {or the same day in the case of a daily Auction Period):

(A) the principal amount of Bonds specified in such Bid if the Auction Rate for the
next succeeding Auction Period shall be less than the rate specified in such Bid; or

(B} such principal amount or a lesser principal amount of Bonds 0 be determined as
described in subsection (a)v) of Section 2.05 hereof if the Auction Rate for the nexd succeeding
Auction Period shall be equal to such specified rate; or



(C) a lesser principal amount of Bonds to be determined as described in subsection
{b)(iv) of Section 2.05 hereof if such specified rate shall be higher than the Maximum Rate and
Sufficiem Clearing Bids do not exist.

(i} A Sell Order by an Existing Owner shall constitute an offer 1o seil:
(A) the principal amount of Bonds specified in such S¢ll Order; or

(B) such principal amount or a lesser principal amount of Bonds as described in
subsection (b)(iv) of Section 2.05 hereof if Sufficient Clearing Bids do not exist.

(iii) A Bid by a Potential Owner shall constitute an offer to purchase:

{A} the principal amount of Bends specified in such Bid if the Auction Rate for the
next succeeding Auction Period shall be higher than the rate specified therein; or

(B} such principal amount or a lesser principal amount of Bonds as described in
subsection {a)(vi) of Section 2.05 hereof if the Auctien Rate for the next succeeding Auction Period
shall be equal to such specified rate.

() Anything herein to the contrary notwithstanding:

(i} If an Order or Orders covering all of the Bonds of a particular Series held by an
Existing Owner is not submitted to the Broker-Dealer of record for such Existing Owner prior to the
Broker-Dealer Deadline, such Broker-Dealer shall deem a Hold Order to have been submitted on behalf
of such Existing Qwner cavering the principal amount of Bonds held by such Existing Owner and not
subject to Orders submitted to such Broket-Dealer; provided, however, that if there is a conversion from
one Auction Period to a longer Auction Period and Orders have not been submitted to such Broker-
Dealer prior to the Broker-Dealer Deadline covering the aggregate principal amount of Bonds of a
particular Series to be converted held by such Existing Owner, such Broker-Dealer shall deem a Sell
Order to have been submitted on behalf of such Existing Owner covering the principal amount of Bonds
1o be converted held by such Existing Owner not subject to Orders submitted to such Broker-Dicaler,

(i) for purposes of any Auction, any Order by any Existing Owner or Potential Owner
shall be revocable unti! the Broker-Dealer Deadline, and after the Broker-Dealer Deadline, all such
Orders shall be irrevocable, except as provided in Sections 2.02(e)(ii} and 2.02(f); and

(iii) for purposes of any Auction other than during a daily Auction Peried, any Bonds sold
or purchased pursuant to subsection (b(i), (i) or (iii} above shall be sold or purchased at a price equal
to 100% of the principal amount thereof, provided thatl, for purposes of any Auction during a daily
Auction Period, such sale or purchase price shall be 100% of the principal amount thereof plus accrued
interest to the date of sale or purchase.

Section 2.02. Submission of Orders by Broker-Dealars 1o Auction Agent.
{a} Each Broker-Dealer shall submit to the Auction Agent in writing, or by such Electronic
Means as shall be reasonably acceptable to the Auction Agent, prior to the Submission Deadline on each Auction
Date for Bonds of a Series, all Orders with respect to Bonds of such Series accepted by such Broker-Dealer in
accordance with Section 2.01 above and specifying with respect to each Order or aggregation of Crders pursuant
to Section 2.02(b) below:

{1) the name of the Broker-Dealer;

(in) the number of Bidders placing Orders, if requested by the Auction Agent;



{iii) the aggregate number of Units of Bonds of such Series, if any, that are the subject of
such Order, where each Unit is equal to the principal amount of the minimum Authorized
Denomination of the Bonds:

{iv} to the extent that such Bidder is an Existing Owner:

{A) the number of Units of Bonds of such Series, if any, subject to any Hold Order
placed by such Existing Owner;

(B) the number of Uniis of Bonds of such Series, if any, subject to any Bid placed by
such Existing Owner and the rate specified in such Bid; and

(C) the number of Units of Bonds of such Series, if any, subject 1o any Sell Order
placed by such Existing Owner; and ‘

(v) to the extent such Bidder is a Potential Owner, the tate specified in such Bid.

{b) If more than one Bid is submitted to a Broker-Dealer on behalf of any single Potential
Owner, the Broker-Dealer shall aggregate each Bid on behalf of such Potential Owner submitted with the same
rate and consider such Bids as a single Bid and shail consider each Bid submitted with a different rate a separate
-Bid with the rate and the number of Units of Bonds specified therein.

A Broker-Dealer may aggregate the Orders of different Potential Owners with those of other Potential
Owners on whose behalf the Broker-Dealer is submitting Crders and may aggregate the Orders of differcnt Existing
Owners with other Existing Owners on whose behalf the Broker-Dealer is submitting Orders; provided, however,
Bids may only be aggregated if the interest rates on the Bids are the same.

{¢) Wone of the Issuer, the Corporation, the Trustee ar the Auction Agent shall be responsible
for the faiture of any Broker-Dealer to submit an Oxder to the Auction Agent on behalf of any Existing Owner or
Potential Owner.

(d) Nething contained herein shall preclude a Broker-Dealer from placing an Order for some
or all of the Bonds for its own account.

{e) Until the Submission Deadline, a Broker-Dealer may withdraw of maodify any Order
previously submitted to the Auction Agent (i) far any reason if the Order was generated by the Auction Desk of
the Broker-Dealer for the account of the Broker-Dealer or (ii) to cotrect a Clerical Errot on the part of the
Broker-Dealer in the case of any other Order, including Orders from the Broker-Dealer which were not
originated by the Auction Desk.

{f) Afier the Submission Deadling and prior fo the Error Correction Deadline, a Broker-
Dealer may:

{i) submit to the Auction Agent an Order received fiom an Existing Owner, Potential
Owner or a Broker-Dealer which is not an Order criginated by the Auction Desk, in each case prior to
the Broker-Dealer Deadline, or an Order generated by the Broker-Dealer’s Auction Desk for its own
account ptior to the Submission Deadline (provided that in each case the Broker-Dealer has a record of
such Order and the time when such Order was received or gencrated) and not submitted to the Auction
Agent prior to the Submission Deadline as a result of (A) an event of force majewre or a technological
failute which made delivery prior to the Submission Deadline impossible or, under the conditions then
prevailing, impracticable or {B) a Clerical Error on the part of the Broker-Dealer; or

(ii) modify or withdraw an Order received from an Existing Owner or Potential Owner or

generated by the Broker-Dealer (whether generated by the Broker-Dealer’s Auction Desk or elsewhere
within the Broker-Dealer) for its own account and submitted to the Auction Agent prior to the
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Submission Deadline or pursuaat to clause (i) above, if the Broker-Dealer determines that such Order
contained a Clerical Error on the part of the Broker-Dealer.

In the event a Broker-Dealer makes a submission, modification or withdrawal pursuant 1o this
Section 2.02(f) and the Auction Agent has already run the Auction, the Auction Agent shall rerun the Auction,
taking into account such submission, modification or withdrawal. Each submission, modification or withdrawal
of an Order submilled pursuant to this Section 2.02(f) by a Broker-Dealer afier the Submission Deadline and
prior to the Error Correction Deadline shall constituie a representation by the Broker-Dealer that (A} in the case
of a newly submitted Order or portion thereof or revised Order, the failure to submit such Order prior to the
Submission Deadline resulted from an event described in clause (i) above and such Order was received from an
Existing Qwner or Potential Owner or is an Order received from the Broker-Dealer that was not originated by
the Auction Desk, in each case, prior to the Broker-Dealer Deadline, or generated internally by such Broker-
Dealer’s Auction Desk for its own account prior 10 the Submission Deadline or {B) in the case of a modified or
withdrawn Order, such Order was received from an Existing Owner, a Potential Owner or the Broker-Dealer
which was not originated by the Auction Desk prior to the Broker-Dealer Deadline, or generated intemnally by
such Broker-Dealer’s Auction Desk for its own account prior to the Submission Deadline and such Order as
submitted to the Auction Agent contained a Clerical Error on the parl of the Broker-Dealer and that such Order
has been modified or withdrawn solely to effect a correction of such Clerical Etror, and in the case of either (A)
ot (B), as applicable, the Broker-Dealer has a record of such Order and the time when such Order was received
or generated. The Auction Agent shall be entitled to rely conclusively (and shall have no Lability for relying) on
such representation for any and all purposes of the Auction Procedures.

() If after the Auction Agent announces the results of an Auction, a Broker-Dealer
becomes gware that an emor was made by the Auciion Agent, the Broker-Dealer shall communicate such
awareness to the Auction Agent prior to 5:00 p.m. New York City time on the Auction Date (or 2:00 pm. New
York City time in the case of Bonds in a daily Auction Period). 1fthe Auction Agent determines there has been
such an error (as a result of either a communication from a Broker-Dealer or its own discovery) prior to 3:00
p.m. New York City time on the first day of the Auction Period with respect (o which such Auction was
conducted, the Auction Agent shall correct the error and notily each Bmker—Dealer that submitted Bids or held a
position in Bonds in such Auction of the corrected results.

{h)} Nothing contained herein shall preclude the Auction Agent from:

{ advising a Broker-Dealer prior to the Submission Deadline that it has not reccived
Sufficient Clearing Bids for the Bonds; provided, however, that if the Auction Agent so advises any
Broker-Dealer, it shall so advise all Broker-Dealers; or

(i} verifying the Orders of a Broker-Dealer prior to or afier the Submission Deadline;
provided, however, that if the Auction Agent verifies the Orders of any Broker-Dealer, it shall vezify
the Orders of all Broker-Dealers requesting such verification.

Section 2.03. Treatment of Orders by the Auction Agemt. Anything herein to the contrary
notwithstanding:

(a) 1fthe Auction Agent receives en Order which does not conform to the requirements of the
Auction Procedures, the Auction Agent may contact the Broker-Dealer submitting such Order until one hour
after the Submission Deadline and inform such Broker-Dealer that it may resubmit such Order so that it
conforms to the requirements of the Auction Procedures. Upon being so informed, such Broker-Dealer may
correct and resubmit to the Auction Agent any such QOrder that, solely as a result of a Clerical Error on the part of
such Broker-Dealer, did not conform to the requirements of the Auction Procedures when previously submitted
to the Auction Agent. Any such resubmission by a Broker-Dealer shall constituie a representation by such
Broker-Deaier that the failure of such Order to have so conformed was solely as a result of a Clerical Error on
the part of such Broker-Desler. If the Auction Agent has not received a corrected conforming Crder within one
hour and fifteen minutes of the Submission Deadline, the Auction Agent shall, if and to the extent applicable,
adjust or apply such Order, as the case may be, in conformity with the provisions of subsections (b), {¢) ot {d) of



this Section 2.03 and, if the Auction Agent is unable to so adjust or apply such Order, the Auction Agent shall
reject such Order.

{(b) Ifany rate specified in any Bid contains more than three figures to the right of the decimal
point, the Auction Agent shal} round such rate up to the next highest one thousandth of one percent (0.001%).

{c) If one or more Crders covering in the aggregate more than the number of Units of
Outstanding Bonds of a particular Series are submitted by a Broker-Dealer to the Auction Agent, such Orders
shall be considered valid in the following order of priority:

{i} all Hold Orders shatl be considered Hold Orders, but oaly up to and including in the
aggregate the number of Units of Bonds of such Series for which such Broker-Dealer is the Broker-
Dealer of record;

(it} (A) any Bid of a Broker-Diealer shall be considered valid as a Bid of an Existing
Owner up to and including the excess of the number of Units of Bonds of such Series for which such
Broker-Dealer is the Broker-Dealer of record over the number of Units of the Bonds of such Series
subject to Hold Orders referred to in clause (i) above;

{B) subject to clause (A) above, all Bids of a Broker-Dealer with the same rate shail
be aggregated and considered a single Bid of an Existing Owner up to and including the excess of the
number of Units of Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of record
over the number of Units of Bonds of such Series for which such Broker-Dealer is the Broker-Dealer of
record subject to Hold Orders referred to in clause (i) above;

(C) subject to clause (A) above, if more than one Bid with different rates is submitted
by a Broker-Dealer, such Bids shall be considered Bids of an Existing Owner in the ascending order of
their respective rates up to the amount of the excess of the number of Units of Bonds of such Series for
which such Broker-Dealer is the Broker-Dealer of record over the number of Units of Bonds of such
Series for which such Broker-Dealer is the Broker-Dezler of record subject to Hold Orders referred o
in clause (i) above; and

{D) the number of Units, if any, of such Bonds of such Series subject to Bids not
considered to be Bids for which such Broker-Dealer is the Broker-Dealer of record under this clause (i)
shall be treated as the subject of a Bid by a Poiential Owner;

(iti) all Sell Orders shall be considered Seli Orders, but only up to and including the
number of Units of Bonds of such Series equal to the excess of the number of Units of Bonds of such
Series for which such Brokes-Dealer is the Broker-Dealer of record over the sum of the number of Units
of the Bonds of such Series considered to be subject to Hold Orders pursuant (o clause (i} above and the
number of Units of Bonds of such Series considered to be subject to Bids for which such Broker-Dealer
is the Broker-Dealer of record pursuant to clause {ii) above.

(d) [f any Order is for other than an integral number of Units, then the Auction Agent shall
round the amount down ta the nearest number of whole Units, and the Auction Agent shall conduct the Auction
Procedures as if such Order had been submitted in such number of Units.

() Tor purposes of anmy Auction other than during a daily Auction Period, if an Auction
Agent has been notified by the Trustee, Issuer or Corporation that any portion of an Order by a Broker-Dealer
relates to a Bond which has beer called for redemption on or prior 1o the Intetest Payment Date next succeeding
such Auction, the Order shall be invalid with respect to such portion and the Auction Agent shall conduct the
Auction Procedures as if such portion of such Order had not been submitted.

(f)y For purposes of any Auction other than during a daily Auction Period, no portion of a
Bond which the Auction Agent has been notified by the Trustee, [ssuer or Corporation has been called for
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redemption on or prior to the [nterest Payment Date next succeeding such Auction shall be jnchsted in the
calculation of Available Bonds for such Auction.

{g) [fan Order or Orders covering all of the Bonds of a particular Series is not submitted by
a Broker-Dealer of record prior to the Submission Deadline, the Auction Agent shall deem a Hold Order to have
been submitted on behalf of such Broker-Dealer covering the number of Units of Bonds for which such Broker-
Dealer is the Broker-Dealer of record and not subject to Orders submitted to the Auction Agent; provided,
however, that if there is a conversion from one Auction Peried to a longer Auction Period and Orders have not
been submitted by such Broker-Dealer prior to the Submission Deadline covering the number of Units of Bonds
of a particular Series {0 be converted for which such Broker-Dealer is the Broker-Dealer of record, the Aunction
Agent shall deem a Sell Order to have been submitted on behalf of such Broker-Dealer covering the number of
Units of Bonds to be converted for which such Broker-Dealer is the Broker-Dealer of record not subject to
Orders submitted by such Broker-Dealer.

(h) Any Bid specifying a rate higher than the Maximum Rate will (i) be treated as a Sell Order
if submitted by an Existing Owner and (ii) not be accepted if submitted by a Potential QOwner.

Section 2.04. Determination of Auction Period Rate. (a) If requested by the Trusiee or a Broker-
Dealer, not fater than 10:30 a.m., New York City time (or such other time as may be agreed to by the Auction
Agent and all Broker-Dealers), on each Auction Date for each Series of Bonds, the Auction Agent shall advise
such Broker-Dealer (and thereafier confirm to the Trustee, if requested) of the All Hold Rate, the Index and, if
the Maximum Rate is not a fixed interest rate, the Maximum Rate. Such advice, and confirmation, shall be made
by telephone or other Electronic Means acceptable to the Auction Agent,

{b) Prompily afier the Submission Deadline for each Series of Bonds on each Auction Date,
the Auction Agent shall assemble all Orders submitted or deemed submitted to it by the Broker-Dealers (each
such Order as submitted or deemed submitted by a Broker-Dealer being hereinafter referred to as a “Submitted
Hoid Order,” a “Submitted Bid” or a “Submitted Sell Order,” as the case may be, and collectively as a
“Submitted Order”) and shall determine (i) the Available Bonds, (ii) whether there are Sufficient Clearing Bids,
and (iii) the Auction Rate.

{c) In the event the Auction Agent shall fail to calculate or, for any reason, fails to provide the
Auction Rate on the Auction Date, for any Auction Period (i) if the preceding Auction Period was a period of 15
days or less, {A) a new Auction Period shall be established for the same length of time as the preceding Auction
Period, if the failure io make such caloulation was because there was not at the time a duly appointed and acting
Auction Agent or Broker-Dealer, and the Auction Period Rate for the new Auction Period shall be the
percentage of the Index set forth in Schedule I under “Determination of Auction Period Rate” if the Index is
ascertainable on such date {by the Auction Agent, if there is at the time an Auction Agent, or the Trustee, if at
the time there is no Auction Agent} or, (B) if the failure to make such calculation was for any other reasen or if
the Index is not ascertainable an such date, the prior Auction Period shall be exiended to the seventh day
following the day that would have been the last day of the preceding Auction Period {or if such seventh day is
not followed by a Business Day then fo the next succeeding day that is followed by a Business Day) and the
Ayction Period Rate for the period as so extended shall be the same as the Auction Period Rate for the Auction
Period prior 1o the extension, and (ii} if the preceding Auction Period was a period of greater than 35 days, (A) a
new Auction Petiod shall be established for a period that ends on the seventh day following the day that was the
last day of the preceding Auction Period, {or if such seventh day is not followed by a Business Day then to the
next succeeding day which is followed by a Business Day) if the fhiture to make such calcuiation was because
there was not at the time a duly appointed and acting Auction Agent or Broker-Dealer, and the Auction Period
Rate for the new Auction Period shall be the percentage of the Index set forth in Schedule I under
“Determination of Auction Period Rate” if the Index is ascertainable on such date (by the Auction Agent, if
there is at the time an Auction Agent, or the Trusiee, if at the time there is no Auction Agent) or, (B) if the
failure to make such calculation was for any other reason or if the Index is not ascertainable on such date, the
prior Auction Period shall be extended to the seventh day following the day that would have been the last day of
the preceding Auction Period (ot if such seventh day is not followed by a Business Day then to the next
succeeding day that is followed by a Business Day) and the Auction Period Rate for the period as so extended
shall be the same as the Auction Period Rate for the Auction Period prior to the extension. In the event a new
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Auction Period is established as set forth in clause (ii) (A) above, an Auction shall be held on the last Business
Day of the new Auction Period to determine an Auction Rate for an Auction Period beginning on the Business
Day immediately following the last day of the new Auction Period and ending on the date on which the Auction
Period otherwise would have ended had there been no new Auction Period or Auction Periods subsequent to the
last Auction Peried for which a Winning Bid Rate or an All Hold Rate had been determined. In the event an
Auction Period is extended as set forth in clause (i) (B) or (ii) (B) above, an Auction shall be held or the last
Business Day of the Auction Period as so extended to determine an Auction Rate for an Auction Period
beginning on the Business Day immediately following the last day of the extended Auction Period and ending on
the date on which the Auction Pericd otherwise would have eaded had there been no extension of the prior
Auction Period.

Notwithstanding the foregoing, neither new nor extended Auction Periods shall totat more than
35 days in the aggregate. If at the end of the 33 days the Auction Agent fails to calculate or provide the Auclion
Rate, or these is not at the time a duly appointed and acting Auction Agent or Broker-Dealer, the Auction Period
Rate shall be the Maximum Rate.

{d) In the event of a failed conversion from an Auction Period to any other period or in the
event of a failure to change the length of the cumrent Auction Peried due to the lack of Sufficient Clearing Bids at
the Auction on the Auction Date for the first new Auction Period, the Auction Period Rate for the next Auction
Period shall be the Maximum Rate and the Auction Period shall be a seven-day Auction Period.

(e} If the Bonds are no longer maintained in book-entry-only form by the Securities
Depository, then the Auctions shall cease and the Auction Period Rate shall be the Maximum Rate.

Section 2.03. Allocation af Bonds.

{a) In the event of Sufficient Clearing Bids for a Series of Bonds, subject to the further
provisions of subsections {c) and {d) below, Submitied Orders for each Series of Bonds shall be accepted or
rejected as follows in the following order of priority:

(i) the Submitted Hold Order of each Existing Owner shall be accepted, thus requiring
each such Existing Ovner to continue to hold the Bonds that arc the subject of such Submitted Hold
Order;

an the Submitted Sell Order of each Existing Owner shall be accepted and the Submitted
Bid of each Existing Owner specifying any rate that is higher than the Winning Bid Rate shall be
rejected, thus requiring each such Existing Owner to sell the Bonds that are the subject of such
Submitted Sell Order or Submitted Bid;

(iii) the Submitted Bid of each Existing Owner specifying any rate that is fower than the
Winning Bid Rate shall be accepied, thus requiring each such Existing Owner ta continue to hold the
Bonds that are the subject of such Submitted Bid;

(iv) the Submitied Bid of each Potential Owner specifying any rate that is lower than the
Winning Bid Rate shall be accepted, thus requiring cach such Potential Ownet to purchase the Bonds
that are the subject of such Submitted Bid;

) the Submitted Bid of cach Existing Owner specifying a rate that is equal to the
Winning Bid Rate shall be accepted, thus requiring each such Existing Owner to continue 10 hold the
Bonds that are the subject of such Submitted Bid, but only up to and inctuding the number of Units of
Bonds obtained by multiptying (A) the aggregate nomber of Units of Ouistanding Bonds which are not
the subject of Submitted Hold Orders described in clause (i} above or of Submitted Bids described in
clauses (i} or (iv) above by (B)a fraction the numerator of which shall be the number of Units of
Outstanding Bonds held by such Existing Owner subject to such Submitted Bid and the denominator of
which shall be the aggregate number of Units of Outstanding Bonds subject to such Submitied Bids
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made by all such Existing Owners that specificd a rate equal to the Winning Bid Rate, and the
remainder, if any, of such Submitted Bid shall be rejected, thus requiring each such Existing Owner to
sell any excess amount of Bonds;

{vi) the Submitted Bid of each Potential Owner specifying a rate that is equal to the
Winning Bid Rate shall be accepted, thus requiring each such Potential Owner to purchase the Bonds
that are the subject of such Submitted Bid, but only in an amount equal to the number of Units of Bonds
obtained by multiplying (A) the aggregate number of Units of Ouistanding Bonds which are not the
subject of Submitted Hold Orders deseribed in clavse (i) above or of Submirted Bids described in
clauses (iii), {iv) or (v) above by (B) a fraction the numerator of which shall be the number of Units of
Outstanding Bonds subject to such Submitted Bid and the denominator of which shall be the sum of the
aggregate number of Units of Outstanding Bonds subject to such Submitted Bids made by all such
Potential Owners that specified a rate equal to the Winning Bid Rate, and the remainder of such
Submitted Bid shall be rejected; and

{(vii}  the Submitted Bid of each Potential Owner specifying any rate that is higher than the
Winning Bid Rate shall be rejected.

(b) In the event there are not Sufficient Clearing Bids for a Scries of Bonds, Submitted Orders
tor each Series of Bonds shall be acoepted or rejected as follows in the following order of priority:

i the Submitted Hold Order of each Existing Owner shall be accepted, thus requiring
each such Existing Owner to continue 10 hold the Bonds that are the subject of such Submitted Hold
Order;

(i) the Submitied Bid of each Existing Owner specifying any rate that is not higher than
the Maximum Rate shall be accepled, thus requiring each such Existing Owner to continue to hold the
Bonds that are the subject of such Submitted Bid;

(iii} the Submitted Bid of each Potential Owner specifying any raie that is not higher than
the Maximum Rate shall be accepted, thus requiring each such Potential Owner to purchase the Bonds
that are the subject of such Submitted Bid;

(iv) the Submitted Sell Orders of each Existing Owner shall be accepted as Submitted Seil
Orders and the Submitted Bids of gach Existing Owner specifying any rate that is higher than the
Maximum Rate shall be deemed to be and shall be accepted as Submitted Sell Orders, in both cases
only up to and including the number of Units of Bonds obtained by multiplying (A) the aggregate
number of Units of Bonds subject to Submitted Bids described in clause {iii) of this subsection (b) by
(B) a fraction the numerator of which shail be the number of Units of Outstanding Bonds held by such
Existing Owner subject to such Subrmitted Sell Order or such Submitted Bid deemed to be a Submitted
Sell Order and the denominator of which shall be the number of Units of Qutstanding Bonds subject to
all such Submitted Sell Orders and such Submitted Bids deemed to be Submitied Sell Orders, and the
remainder of each such Submitted Sell Order or Submitted Bid shall be deemed to be and shall be
accepted as a Hold Order and each such Existing Owner shall be required to continue to hold such
excess amount of Bonds; and

(v} the Submitted Bid of each Potential Owner specifying any rate that is higher than the
Maximum Rate shall be rejected.

{c) If, as a result of the undertakings described in Section 2.05(a) or (b) above, any Existing
Cwher ar Potential Owner would be required to purchase or sell an aggregate principal amount of the Bonds that
is not an integral multiple of an Authorized Denomination on any Auction Date, the Auction Agent shall by lot,
in such manner as it shall determing in its sole discretion, round up or down the principal amount of the Bonds to
be purchased or sold by any Existing Owner or Potential Owner on such Auction Date so that the apgregate
principal amount of the Bonds purchased or sold by each Existing Owner or Potential Owner on such Auction
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Date shall be an integral multiple of such Authorized Denomination, even if such atlocation results in one or
more of such Existing Owners or Potential Owners not purchasing or selling any Bonds on such Auction Date.

(d) [f, as a result of the undertakings described in Section 2.05(a) above, any Potential Owner
would be required to purchase tess than an Authorized Denomination in principal amount of the Bonds on any
Auction Date, the Auction Agent shall by lot, in such manner as it shall determine in its sele discretion, allocate
the Bonds for purchase among Potential Owners so that the principal amount of the Bonds purchased on such
Auction Date by any Potential Owner shall be an integral muitiple of such Authorized Denomination, even if
such allocation results in one or more of such Potential Owners not purchasing the Bonds on such Auction Date.

Section 2.06. Notice of Auction Period Rate. (3} On each Auction Date, the Auction Agent shall
notify each Broker-Dealer that participated in the Auction held on such Auction Date by Electronic Means
acceptable to the Auction Agent and the applicable Broker-Dealer of the following, with respect {o sach Series
of Bonds for which an Auction was held on such Auction Date:

)] the Auction Period Rate determined on such Auction Date for the succeeding Auction
Period;

(i) whether Sufficient Clearing Bids existed for the determination of the Winning Bid
Rate;

(iii} if such Broker-Dealer submitted a Bid or a Sell Order on behalf of an Existing Owner,
whether such Bid or Sell Order was accepted or rejected and the number of Unils of Bonds, if any, to be
sold by such Existing Owner;

(iv) if such Broker-Deater submitted a Bid on behalf of a Potential Owner, whether such
Bid was accepted or rejected and the number of Units of Bonds, if any, to be purchased by such
Potential Owner;

(v} if the aggregate number of Units of the Bonds to be sold by all Existing Owners on
whose behalf such Broker-Dealer submitted Bids or Sell Orders is different from the aggregate number
of Units of Bonds to be purchased by all Potential Owners on whose behalf such Broker-Dealer
submitted a Bid, the name or names of one or more Broker-Dealers (and the Agent Member, if any, of
each such other Broker-Drealer) and the number of Units of Bonds to be (A} purchased from ane or
more Existing Owners on whose behalf such other Broker-Dealers submitted Bids or Sell Orders or
(B) sold to one or moere Potential Owners on whose behalf such Broker-Dealer submitted Bids; and

{vi) the amount of dividend or interest payable per Unit on each Interest Payment Date
with respect 1o such Auction Period; and

(vii)  the immediately succeeding Auction Date.

{b) On each Auction Date, with respect ta each Series of Bonds for which an Auction was
held on such Auction Date, each Broker-Dealer that submitted an Order on behalf of any Existing Owner or
Potential Owner shail: (i) if requested by an Existing Qwner or a Potential Owner, advise such Existing Owner
or Potential Owner on whose behalf such Broker-Dealer submitted an Order as to (A) the Auction Period Rate
determined on such Auction Date, (B) whether any Bid or Sell Order submifted on behalf of such Owner was
accepted or rejected and {C) the immediately succeeding Auction Date; (i) instruct each Potential Owner on
whose behalf such Broker-Dealer submitted a Bid that was accepied, in whole or in part, to instruct such
Potential Owner’s Agent Member to pay to such Broker-Dealer {or its Agent Member) through the Securities
Depository the amount necessary to purchase the number of Units of Bonds to be purchased pursuant to such Bid
{including, with respect to the Bonds in a daily Auction Period, accrued interest if the purchase date is not an
Interest Payment Date for such Bond) against receipt of such Bonds; and (iii) instruct each Existing Owner on
whaose behalf such Broker-Dealer submitted a Sell Order that was accepted or a Bid that was rejected in whole or
in part, to instruct such Existing Owner’s Agent Member to deliver to such Broker-Dealer (or iis Agent Member)
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through the Securities Depository the aumber of Units of Bonds to be sold pursuant to such Bid or Sell Order
against payment therefor.

{e) The Auction Agent shall give notice of the Auction Rate to the Corporation, Issuer and
Trustee by mutually acceptable Electronic Means and the Trustee shail promptly give notice of such Auction
Rate to the Securities Depository.

Section 2.07. Index,

{a} If for any reason on any Auction Date the Index shall not be determined as provided in
Schedule 1, the Index shall be the Index for the prior Business Day.

{b) The determination of the Index as provided in Schedule [ and herein shall be conclusive
and binding upaon the Issuer, the Corporation, the Trustee, the Broker-Dealers, the Auction Agent and the
Owners of the Bonds,

Section 2.08. Miscellaneous Provisions Regarding Auctions.

{a) In this Appendix, each reference to the purchase, sale or holding of Bonds shall refer to
beneficial intercsts in Bonds, unless the context clearly requires otherwise.

{(b) During an ARS Rate Period with respect to each Series of Bonds, the provisicas of the
Authorizing Document and the definitions contained therein and described in this Appendix, including without
limitation the definitions of All Hold Rate, [ndex, Interest Payment Date, Maximum Rate, Auction Period Rate
and Auction Rate, may be amended pursuant to the Authorizing Document by obtaining the consent of the
owners of all affected Outstanding Bonds bearing interest at the Auction Period Rate as follows, 1f on the first
Auction Date occurring at least 20 days afier the date on which the Trustee mailed notice of such proposed
amendment to the registered owners of the affected Outstanding Bonds as required by the Authorizing
Document, (i) the Auction Period Rate which is determined on such date is the Winning Bid Rate or the All Hold
Rate and (ii) there is delivered to the Corporation and the Trustee an opinion of Bond Counsel to the effect that
such amendment shall not adversely affect the validity of the Boads or any exemption from federal income
laxation to which the interest on the Bonds would otherwise be entitled, the proposed amendment shall be
deemed to have been consented to by the registered owners of all affected Owistanding Bonds bearing interest at
an Auction Period Rate.

{c} If the Securities Depository notifies the Issuer that # is unwilling or unable {o continue as
registered owner of the Bonds or if at any time the Securities Depository shall no longer be regisiered or in good
standing under the Securities Exchange Act of 1934, as amended, or other applicable statute or regulation and a
successor to the Securities Depository is not appointed by the Issuer within 90 days after the Issuer receives
netice or becomes aware of such condition, as the case may be, the Auctions shall cease and the Issuer shall
execute and the Trustee shall authenticate and deliver certificates representing the Bonds. Such Bonds shall be
registered in such names and Authorized Denominations as the Securities Depository, pursuant fo instructions
from the Agent Members or otherwise, shall instruct the Issuer and the Trustee.

During an ARS Rate Period, so long as the ownership of the Bonds is mainiained in book-
entry form by the Securitics Depository, an Existing Owner or a beneficial owner may sell, transfer or otherwise
dispose of a Bond only pursuant 10 a Bid or Sell Order in accordance with the Auction Procedures or to or
through a Broker-Dealer, provided that (i} in the case of all transfers cther than pursuant to Auctions, such
Existing Owner or its Broker-Dealer or its Agent Member advises the Auction Agent of such transfer and (ii) a
sale, transfer or other disposition of Bonds from a customer of a Broker-Dealer who is listed on the records of
that Broker-Dealer as the holder of such Bonds to that Broker-Dealer or another customer of that Broker-Dealer
shall not be deemed to be & sale, transfer or other disposition for purposes of this paragraph if such Broker-
Dealer remains the Existing Owner of the Bonds so sold, transferred or disposed of immediately afler such sale,
transfer or dispesition.
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{d) Unless specifically provided otherwise in Schedule [, the Auction Agent shall continue to

implement the Auction Procedures notwithstanding the occurrence of an Event of Default under the Authorizing
Document,

Section 2.09. Changes in Auction Period or Auction Daie.

(a) Changes in Ayction Period. -

® During any ARS Rate Period, the Corporation, may, from time to time on the [nterest
Payment Date immediately following the end of any Auction Peried, change the length of the Auction
Period with respect to all of the Bonds of a Series among daily, seven-days, 28-days, 35-days, three
months, six months or a Flexible Auction Period in order to accommodate economic and financial
factors that may affect or be relevant to the length of the Auction Period and the interest rate borne by
such Bonds, The Corporation shall initiate the change in the length of the Auction Period by giving
wrilten notice to the Issuer, the Trustee, the Auction Agent, the Broker-Dealers and the Securities
Depository that the Auction Period shall change if the conditions described herein are satisfied and the
proposed effective date of the change, at least 10 Business Days prior 1o the Auction Date for such
Auction Period.

{ii) Any such changed Auction Period shall be for a period of one day, seven-days, 28-
days, 35-days, three months, six months or a Flexible Auction Period and shall be for all of the Bonds
of such Series.

{(iif}  The change in length of the Aunction Period shall take effect only if Sufficient
Clearing Bids exist at the Auction on the Auction Date for such new Auction Period. For purposes of
the Auction for such new Auction Period only, except to the extent any Existing Owner submits an
Order with respect to such Bonds of any Series, each Existing Owner shall be deemed to have
submitted Sell Orders with respect to alt of its Bonds of such Series if the change is to a longer Auction
Period and a Hold Order if the change is to a shorler Auction Perind. [f there are not Sufficient
Clearing Bids for the first Auction Period, the Auction Rate for the new Auction Period shall be dhe
Maximum Rate, and the Auction Period shall be a seven-day Auction Period.

{b) Changes in Ayglion Date. During any ARS Rate Period, the Auction Agent, at the
direction of the Corporation, may specify an earlier or later Auction Date (but in no event more than five
Business Days carlicr or later) than the Auction Date that would otherwise be determined in accordance with the
definition of “Auctien Date” in order to conform with then current market practice with respect to similar
securities or to accommodate economic and financial factors that may affact or be relevant to the day of the week
constituting an Auction Date and the interest rate borne by the Bonds. The Auction Agent shall provide notice
of the Corporation’s direction to specify an earlier Auction Date for an Auction Period by means of a writien
notice delivered at lcast 45 days prior (o the proposed changed Auction Date to the Trustee, the 1ssuer, the
Corporation and the Broker-Dealers with a copy to the Securities Depository, In the event the Auction Agent is
instructed to specify an earlier or Jater Auction Date, the days of the week on which an Auction Period begins
and ends, the day of the week on which an Auction Period ends and the Interest Payment Dates relating to a such
Auction Period shall be adjusted accordingly.

(c) Changes Resulting from Unscheduled Holidays. [f, in the opinion of the Auction Agent
and the Broker-Dealers, there is insufficient notice of an unscheduled holiday to allow the efficient
implementation of the Auction Procedures set forth hersin, the Auction Agent and the Broker-Dealers may, as
they deem appropriate, set a differeni Auction Date and adjust any Interest Payment Dates and Auction Periods
affected by such unscheduled holiday. In the event there is not agreement among the Broker-Dealers, the
Auction Agent shall set the different Auction Date and make such adjustments as directed by the Broker-Dealet
for a majarity of the outstanding Units (based on the number of Units for whick a Broker-Dealer is listed as the
Broker-Dealer in the Existing Owner Registry maintatned by the Auction Agent pursuant to Section 2.2(a) of the
Auction Agreement), and, if there iz not a majority so directing, the Auction Date shall be moved to the next
succeeding Business Day following the scheduled Auction Date, and the Interest Payment Thate and the Auction
Period shall be adjusted accordingly,
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SCHEDULE 1

to

AUCTION PROCEDURES

[n the event of any contlict between this Schedule | and Appendix C, this Schedule [ shall prevail.



Definitions

“A-1" Composite Commercial Paper Rate™ means on any Auction Date (i} the interest equivalent of
the 30-day rate on commercial paper placed on behalf of issuers whose corporaig bonds are rated “A-F’ by S&P,
or the equivalent of such rating by S&P, as made available on a discount basis or otherwise by the Federal
Reserve Bank of New York for the Business Day immediately preceding such date of determination; or (ii) if the
Federal Reserve Bank of New York does not make available any such rate, then the arithmetic average of such
rates, a5 quoted on a discount basis or otherwise, by the Commercial Paper Dealers, to the Auction Agent as of
the close of business on the Business Day immediately preceding such date of determination; provided that if
any Commercial Paper Dealer does not quote a commercial paper rate required to determine the “A-f”
Composite Commmercial Paper Rate, the “A-1” Composite Commercial Paper Rate shall be determined on the
basis of such guotation or quotations furnished by the remaining Commercial Paper Dealer or Comunercial Paper
Dealers. For purposes of this definition, the “interest equivalent” of a rate stated on a discount basis {(a “'discouns
rate) for commercial paper of a given day’s maturity shall be equal to the product of (a) 100 times (b) the
quotient (rounded upwards to the next higher one-thousandth {.001) of 1%) of {x) the discount rate {expressed in
decimals) divided by (y) the difference between (1) 1.00 and (2} a fraction, the numerator of which shall be the
product of the discount rate (expressed in decimals) times the number of days in which such commercial paper
matures and the denominator of which shall be 360.

“All Hold Rate” means, as of any Auction Date, 55% of the Index in effect on such Auction Date.
“Applicable Percentage” means oa any Auction Dale the percentage determined (as such percentage

may be adjusted as provided below in this Schedule [) based on the lower of the prevailing credit rating on the
Bonds in effect at the close of busingss on the Business Day immediately preceding such date, as set forth below:

CREDIT RATINGS
MQOODY’'S INVESTORS STANDARD & POOR'S APPLICABLE
SERVICE RATINGS SERVICES PERCENTAGE
“Aaa” “AAAT 175%
“Aad” to “Aal” CAA-T T “AART 175%
“A37to Al “A-" to “AT 175%
“Baal” to “Baal” “BBB-" to “BBB+" 200%
Below “Baa3” Below “BBB-" 265%

provided, that, in the event that the Bonds are not rated by any nationally recognized rating agency, the
Applicable Percentage shall be 265% and, provided further, that if a Payment Default shall have occurred and be
continuing, the Applicable Percentage shall be 300%, For purposes of this definition, S&P’s rating categories of
“AAA" “AA”, “A” and “BBB”, and Moody’s rating categories of “Aaa”, “Aa”, “A™ and “Baa,” refer to and
include the respective rating categories correlative thereto if either or both of such rating agencies have changed
or modified their generic rating categaories or if Moody's or S&P no longer rates the Bonds and bas been
replaced.

“Auction Agent™ shall initially be Deutsche Bank Trust Company Americas.

“Auction Date” shall include as part of the definition the first Auction Date which shall be January 4,
2008 for the Series 2007A Boads and Janusary 11, 2008 for the Series 20078 Bonds.

“Auction Period™ shall include in the Six-month Auction Period either May 31 or November 30.

“Authorized Denomination™ means $25,000 unless another amount is specified here.
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“Authorizing Document” means each Trust Indenture related to the Bonds and dated as of December 1,
2007, between the Issuer and the Trustee, as amended or supplemented from time to time.

“Bonds™ means (a) the $70,000,000 Air Quality Development Revenue Bonds, Series 2007A. (Duke
Energy Ohio, Inc. Project) of the State of Ohic issued by the Issuer under the related Authorizing Document {the
“Series 2007A Bonds™) and (b) the $70,000,000 Air Quality Development Revenue Bonds, Series 20078 (Duke
Energy Ohio, Inc. Project) of the State of Ohio issued by the Issuer under the related Authorizing Document {the
“Serigs 20078 Bonds™).

“Broker-Dealer™ shall initially be Banc of America Securitics LLC.

“Commercial Paper Dealer” means (he Remarketing Agent or in lieu thereof, its affiliates or
successers provided that any such entity is a commercial paper dealer, or any substitute commercial paper dealer
selected by the Company to provide the applicable quotation or quotations.

“Corporation” means Duke Energy Ohic, Inc., a public ulility and corporation duly organized and
validly existing under the laws of the State, and its lawful successors and assigns, 1o the extent permitted by the
Agreemenl.

“Index™ mezans on any Auction Date with respect to Bonds in any Auction Period of 35 days or less
LIBOR. The Index with respect to Bonds in any Auction Period of more than 35 days shall be the rate on United
States Treasury Securities having a maturity which most closely approximates the length of the Auction Period
as last published in The Wall Street Journal or such other source as may be mutually agreed upon by the Trustee
and the Broker-Dealers. If either rate is unavailable, the Index shail be an index er rate agreed to by all Broker-
Dealers and consented 1o by the Corporation. For the purpose of this definition an Auction Period of 35 days or
less means a 33-day Auction Period or shorter Auction Period, i.e. a 33-day Auction Period which is extended
because of a holiday would still be considered an Auction Period of 35 days or less.

“Initial Period™ means the period from and incleding the date of initial delivery of the Bonds to but not
including (i) January 7, 2008 for the Series 2007A Bonds and (i) January 14, 2008 for the Series 2007B Bonds.
Following an ARS Conversion Date the Initial Period shall mean the period specified as the “Initial Period” in
the notice of conversion to an ARS Rate Period.

“Initial Period Rate” means (a} for an [nitial Pericd commencing on the date of initial delivery of the,
Bonds, the rate set by the managing underwriter prior to delivery of the Bonds and (b) for an Initial Period
commencing on an ARS Conversion Date the lowest rate which, in the judgment of the Broker-Dealer, is necessary
to enable the Bonds to be remarketed at a price equal to the principal amount thereof, plus accrued interest, if any,
on the ARS Conversion Date. Such determination shall be conclusive and binding upon the Corporation, the
Issuer, the Trustee, the Auction Agent, the Bond Insurer and the Bondholders, Not later than 5:00 p.m., New York
City time, on the date of determination of the Initial Period Rate, the managing underwriter or the Broker-Dealer, as
the case may be, shall notify the Trustee, the Corporation and the Auction Agent of the Iniiial Period Rate by
Electronic Means.

“[nterest Payment Date” includes the first Interest Payment Date which shafl be (i) january 7, 2008 for
the Series 2007A Bonds and (i) fanuary 14, 2008 for the Series 2007B Bonds, and the semiannual dates referenced
with respect to a Flexible Auction Period of 183 or more days shall be June 1 and December (.

“Issyer™ means the Ohio Air Quality Development Authority, a body politic and corporate duly organized
and validly existing under the laws of the State of Ohio,

“LIBOR™ means on any Auction Date, the offered rate {rounded up to the next highest one one-
thousandth of one percent (0.001%)) for deposits in U.S. dollars for a one-month period which appears on the
Telerate page 3750 at approximately 11:00 A.M., London time, on such date, or if such date is not a date on
which dealings in U.S. dotlars are transacted in the London interbank market then on the next preceding day on
which such dealings were transacted in such market. In the event that LIBOR as defined in the preceding
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sentence may not be determined on any such Auction Date, then LIBOR on any such Auction Date shall instead
mean the “A-1" Composite Commercial Paper Raie.

“Maximum Rate” means on any Auction Date the interest rate per annum equal to the lesser of:
(i) the Applicable Percentage of the Index on such date; and

(i) the Maximum Interest Rate {(as defined in the [ndenture);

rounded to the nearest one thousandth {.001) of {%.
“Person™ has the meaning given ta such term in the Authorizing Document,

“Trustee” means Dewsche Bank National Trust Company, with a corporate trust office located in
Chicago, [llinois, a national banking association duly organized and validly existing under the laws of the United
States of America and duly authorized 1o exercise corporate trust powers umtil a suecessor Trustee shall have
become such pursuant to the applicable provisions of the indenture, and thereafier “Trustee” shall mean the
successor Trustee.

Adjustments in All Hold Rate and Applicable Percentage

The Broker-Dealer shall adjust the All Hold Rate and the Applicable Percentage used in detemmining
the Maximum Rate, if any such adjustment is necessary, in the good faith judgment of the Broker-Dealer with
the written consent of the Company. In making any such adjustment, the Broker-Dealer shall take the following
factors into account:

(i) short-term taxable and tax-exempt market rates and indices of such shost-term rates;
(i) the market supply and demand for short-term tax-cxempt securities;

(iii) vield curves for short-term and long-term tax-exempt securities or obligations having a
credit rating that is comparable to the Auction Rate Bonds;

(iv) general economic conditions; and

{v} economic and financial factors present in the securities industry that may affect or that
may be relevant to the Auction Rate Bonds. :

The Broker-Dealer shall effectuate an adjustment in the All Hold Rate and the Applicable Percentage
used to determine the Maximum Rate by delivering to the Company, the Trustee, the Paying Agent and the
Auction Agent at least 5 days prior to the Auction Date on which the Broker-Dealer desires to effect such change
a centificate authorizing the adjustment of the All Hold Rate and the Applicable Percentage used to determine the
Maximum Rate, which shall be specified in such certificate.

In the event that there is more than one Broker-Dealer, the Company shall specify in writing io the
Trustee, the Paying Agent and the Auction Agent which Broker-Dealer is to perform the functions specified
above.

Auction Procedures

Determination of Auction Period Rate. The percentage of the Index in Section 2.04(c) is 75%.
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APPENDIX D

PROPOSED FORM OF BOND COUNSEL OPINION

December , 2007

To: Banc of America Securities LLC
New York, New York

Ohio Air Quality Development Authority
Columbus, Ohio

Duke Encrgy Ohio, Inc.
Charlotte, North Carolina

Deutsche Bank National Trust Company, as Trustee
Chicago, [llinois

We have examined the transcript of proceedings (the “Transcript™) relating to the
issuance by the Ohio Air Quality Development Authority (the “Issuer”) of §70,000,000 principal
amount of State of Ohio Air Quality Development Revenue Bonds, Series 2007[A/B] (Duke
Energy Ohio, Inc. Project) (the “Bonds™). The Bonds are being issued for the purpose of making
a loan to Duke Energy Ohio, Inc. (the “Company™) to assist the Company in financing its portion
of the costs of the acquisition, construction and installation of certain solid waste disposal
tacilities which constitute “air quality facilities” as defined in Section 3706.01 of the Ohio
Revised Code. The Bonds are more particularly described in the Trust Indenture related thereto
and dated as of December 1, 2007 (the “Indenture™) between the Issuer and Deutsche Bank
National Trust Company, as trustee (the “Trustee”). The transcript documents include an
executed counterpart of the Indenture and the Loan Agreement related thereto and dated as of
December 1, 2007 (the “Agreement™) between the Issuer and the Company. We have also
examined a copy of an ¢xecuted Bond.

Based on such examination, we are of the opinion that, under the taw existing on the date
of this opinion:

l. The Bonds, the Indenture and the Agreement are legal, valid, binding and
enforceable in accordance with their respective terms, except that the binding effect and
enforceability thercof are subject to bankruptcy laws and other laws aftfecting creditors’ rights
and to the exercise of judicial discretion.

2. The Bonds constitute special obligations of the State of Ohio, and the principal of
and interest and any premium (collectively, “debt service”) on the Bonds are payable solely from
the revenues and other moneys assigned by the Indenture to secure that payment. Those
revenues and other moneys include the payments required to be made by the Company under the
Agreement. The Bonds do not constitute a debt or pledge of the faith and credit of the Issuer or
the State of Ohio or any political subdivision thereof, and the holders or owners thereof have no
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right t0 have taxes levied by the General Assembly of the State of Chio or any political
subdivision of the State of Ohio for the payment of debt service.

3. The interest on the Bonds is excluded from gross income for federal income tax
purposes under Section 103(a) of the Internal Revenue Code of 1986, as amended (the “Code™),
except interest on any Bond for any period during which it is held by a “substantial user” or a
“related person” as those terms are used in Section 147(a) of the Code. Interest on the Bonds is
an item of tax preference under Section 57 of the Code for purposes of the alternative minimum
tax imposed on individuals and corporations. The interest on the Bonds, and any profit made on
their sale, exchange or other disposition, arc exempt from the Ohio personal income tax, the
Ohio commercial activity tax, the net income basc of the Ohio corporate franchise tax, and
municipal and schoal district income taxes in Ohio. We express no opinion as to any other tax
consequences regarding the Bonds.

Under the Code, interest an the Bonds may be subject to a branch profits tax imposed on
certain foreign corporations doing business in the United States and 1o a tax imposed on excess
net passive income of certain S corporations.

In giving the foregoing opinion, we have assumed and relied upon compliance with the
covenants of the [ssuer and the Company and the accuracy, which we have not independently
verified, of the representations and certifications of the Issuer and of the Company contained in
the Transcript. The accuracy of certain of those representations and certifications, and
compliance by the Issuer and the Company with certain of those covenants, may be necessary for
the interest on the Bonds to be and to remain excluded from gross income for federal income tax
purposes. Failurc to comply with certain requirements with respect to the Bonds (or with similar
requirements with respect to certain bonds issued by the Issuer concurrently with the issuance of
the Bonds) subsequent to the issuance of the Bonds could cause the interest on the Bonds to be
included in gross income for federal income tax purposes retroactively to their date of issuance.
We have also assumed for purposes of this opinion (i) the due authorization, execution and
delivery by, and the binding effect upon and enforceability against, the Trustec of the Indenture
and (ii) the due authorization, execution and delivery by, and the binding effect upon and
enforceability against, the Company of the Agreement.

We express no opinion as to the Statement of Insurance printed on the Bonds referring to
the Bond Insurance Policy (as defined in the Indenture) issued by Ambac Assurance Corporation
or as to that Bond Insurance Policy referred to in that Statement.

Respectfully submitted,
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Mba c Ambac Assurance Corporation

One State Street Plaza, 15th Floor
MNew York, New York 10004

Financial Guaranty Insurance Policy Telephone: {212) 668-034D
Obtigor: Policy Number:
Obligations: Premium:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the payment of the
precium and subject to the terms of this Policy. hereby agrees to pay to The Bank of New York, as trustee, or itséuigessar {the
“Insurance Trastee"), for the benefit of the Holders, that partion of the principal of and interest on the above-described,obligations
{the “Obligations”) which shall become Due far Payment but shall be unpaid by reason of Nonpayment byuthe Obiigol

principal and interest which is then Due for Payment but is unpaid. Upan such disbursegas

ihe
the surrendersd Obligations and/or coupons and shall be fully subrogated te all of the H %

figreon,

In cases where the Obligations are issued in registered form, the Insurance Trustee § 7 ]

presentation and surrender to the Insurance Trustee of the unpaid Obligation, unca prée claim, together
with an instrument of assignment, in formn satisfactory to Armbac and thejnsurance | the Holder or such
Holder's duly autharized representative, so as to permit ownership of sich- {Jblig g0, biregisterad ip-the name of Ambac or its
nominee. The Insurance Trustee shall disburse interest to a i, apegivte : y upon presentation te the
Insurance Trustee of proof that the claimant s the person entitled
Insurance Trustee aof an instrument of assignment, in form satish
Holder or such Holder's duly authorized representatjé ;
interest in respect of which the insurance disbursemse 3 b .
payment on registered Dbligations to the extent of afty i i Se Mg % made.

hshe Obligation and delivery to the
el fe {nsurance Trustee, duly executed by the
iphtt under such Obligation to receive the

d notide that any payment of principal of or interest on an
4 t¢ a Holder by or on behatf of the Obligor has been desmed a

ant to the United States Bankrupicy Code in acoordance with
Holder will be entitied to payment from Ambac to the extent

In the event that 3 trustee or paying age
Obligatit)n which has becorme Due fopFay

a final. nonappealable order of a ¢
of such recovery il sufficie

As used herein. tha
undertying secur ource of payme:
a coupon relating

fher than (i) the Obligor or (i) any person whose abligations constitate the
Obiigations who, at the time of Nonpaymant, is the owner of an Obligarion or of

aein, ~Due for Paymenti”, when referring to the principal of Obligations, is when
¢demption date for the application of a required sinking fund installment has been
any earller date on which payment Is due by reason of call for redemption [ather than by application
stallments), acceleration or other advancerent of maturity; and, when referring 1o interest on the
uled date for payment of interest has been reached. As used herein, “Nonpayment” means the failure

is.nericartelable, The premium on this Policy is not refundable for any reason, including payment of the Cbligations
prior to maturity”” This Policy does not insure against loss of any prepayment ar other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole oprion of Ambac, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be sigped by its duly
authorized officers in facsimile to become effectlve as its arigimal seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative,

S TR T
W/ Lo B (e G G
L e

1y
f '—.'G%
President - it Secretary
t SEAL
1 “'-. .-":‘ J
L N L o
Effective Date: \ .‘:"" .." Authorized Representative
Ty ™

THE BANK OF NEW YORK acknowledges that it has agreed

to perform the duties of [nsurance Trustee under this Policy.

Form No.: 2B-0012 (1/01} AuthoriZed Officer of Insurance Trustee
A-



Am b - Ambac Assurance Corpocarion
ac One Scaze Screer Pleza, 15ch Floor
New York, Mew York 10004
Teiephnae: (212) 668-0340

Endorsement

Paolicy for Artached to and forming part of Policy No.:

Effective Date of

y Ambac hasmusedUﬁsl‘nmorsemm:wbea_fﬁxedwithafncsimﬂcafimcorpomesesjmdm
autherized officers in facsimile to become effective t ils origimal seal and sigraturss and binding
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COMMON STOCK

puke Energy Corporation is offering 54,500,000 shares of its common stock.

our common stock is Tisted on the New York Stock Exchange under the trading
symbol "DUK." On September 25, 2002, the reported last sale price of our common
stock on the New vork Stock Exchange was $18.35 per share.

INVESTING IN QUR COMMON STOCK INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING ON
PAGE $-7 OF THIS PROSPECTUS SUPPLEMENT.

<Table>
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Per share............. e iaeen s £18.35 $0.45875

Total. oo e e te e . $1,000,075,000 $25,001,875
$975,073,125
</Table>

we have granted the underwriters the right to purchase up to an additional
8,175,000 shares to cover over-allotments.

The securities and Exchange Commission and state securities regulators have nat
approved or disapproved taese securities or determined if this prospectus
supplement or the accompanying prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

Thezunderwriters expect to deliver the shares to purchasers on or about October
1, 2002.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus
supplement, which describes the specific terms of this common stock offering.
The second part, the accompanying prospectus, gives more general information,
some of which may nat apply to tgis offering.

If the description of the offering varies between this praspectus .
supplement and the accompanying prospectus, you should rely on the information
contained in or incorporated by reference into this prospectus supplement.

Unless we have indicated otherwise, or the context otherwise requires,
references in this prospectus supplement and the accompanying prospectus to

"Duke Energy, we," "us” and "our" or similar terms are to Duke Energy
Corporation and its subsidiaries.

<PAGE>
FORWARD-LOOKING STATEMENTS
This prospectus supplement and the accompanying prospectus_contain or
incorporate by reference statements that do not directly or exclusively relate

to historical facts. Such statements are "forward-locking statements” within the
mean1n?1of the Private Securities titigation Reform Act of 1995. you_can

typically identify forward-looking statements by the use of forward-looking
words, such as "may,” "will,” "could," "proiect,“ "believe,” "anticipate,”
"expect,” "estimate," "continue," "potential,” "plan," "forecast” and the like.

Those statements represent our intentions, plans, expectations, assumptions and
beliefs about future events and are subject to risks, uncertainties and othear
factors. Many of those factors are outside our control and could cause actual
results to differ materially from the results expressed or implied by those
forward-looking statements. Those factors include:

- state, federal and foreign legislative and regulatory initiatives that
affect cost and investment recovery, have an impact on rate structures,
and affect the speed at and degree to which competition enters the
electric and natural gas industries;

- the outcomes of litigation and regulatory proceedings or inquiries;

- industrial, commercial and residential growth in our service territories;

- the weather and other natural phenomena;

- the timing and extent of changes in commodity prices, interest rates and

foreign currency exchange rates;
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- general econcmic conditions;

- changes in environmental and other laws and regulations to which we and
our subsidiaries are subject or other external factors over which we have
no contrel;

- the results of financing efforts, including our ability to obtain
financing on favorable terms, which can_be affected by various factors,
including our credit ratings and general economic conditions;

- the level of creditworthiness of counterparties to our transactions;

- the amount of collateral required to be posted from time to time in our
transactions,

- growth opportunities for our business units, including the timing and
success of efforts to deve1og domestic and international power, pipeline,
gathering, processing and other infrastructure projects;

- thelqgrformance of our electric generation, pipeline and gas processing
facilities;

- the extent of our success in connecting natural gas supplies to gathering
and processing systems and in connecting and expanding our gas and
electric markets; and

- the effect on our results of accounting principles issued periodically by
accounting standard-setting bodies.

In light of these risks, uncertainties and assumptions, the forward-looking
events referred to in this prospectus supplement and the accompanying prospectus
might not occur or might occur to a different extent or at a different time than
we have described. we undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future
events or otherwise.

s-1
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PROSPECTUS SUPPLEMENT SUMMARY

The following 1is gua1ified in its entirety by, and should be read together
with, the more detailed information, including "Risk Factors.," and financial
statements included or incorporated by reference in this prospectus supplement
and the accompanying prospectus. Unless otherwise indicated, all of the
following information assumes that the underwriters have not exercised their
over-allotment option.

DUKE ENERGY CORPORATEON
OVERVIEW

.. We are a leading integrated energy and energy services provider with the
ab111t¥ to offer physical delivery an management of both electricity and
natural gas throughout the United States and in certain countries abroad. we own
and operate one of the world's largest portfolios of generating plants, one of
the nation's largest natural gas ?1pe1ine systems and an active energy trading
and marketing operation. We are also the largest producer of natural gas
Tiquids, or NGLs, in the United States. The services and products we provide are
offered through the following seven business segments:

FRANCHISED ELECTRIC generates, transmits, distributes and sells electricity
Page 4
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in central and western north Carolina and western Scuth Carolina. we currently
operate 20,500 megawatts {Mw) of generation capacity and serve over two million
customers in the carolinas. Franchised Electric conducts operations primarily
through Duke Power and Nantahala Power and Light.

NATURAL GAS TRANSMISSION ﬁrovides transportation, storage and distribution
of natural gas for customers throughout the east coast and southern portion of
the united States and Canada. Natural Gas Transmission also provides gas
gathering, processing and transportation services to customers located in
British Columbia, cCanada and in the Pacific northwest region of the uUnited
states. Fellowing our acquisition of wWestcoast Energy, Inc. on March 14, 2002
we currently have approximately 19,000 miles of natural gas pipelines. Natura
Gas Transmission does business primarily through Duke Energy Gas Transmission
Corporation.

FIELD SERVICES gathers, processes, transports, markets and stores natural
gas and produces, transports, markets and stores NGLs. we currently produce
approximately 400 million barrels per day of natural gas liquids. Field Services
conducts operations primarily through Duie Energy Fie?d services, LLC, which is
approximately 30% owned by ConocoPhillips. Field Services operates gathering
systems in western Canada and 11 contiguous states in the United States. Those
systems serve major natural gas-producing regions in the Rocky Mountains,
Permian Basin, Mid-Continent, East Texas-Austin cChalk-North Louisiana, and
onshore and offshore Gulf Coast areas.

DUKE ENERGY NORTH AMERICA, or DENA, develops, operates and manages merchant
generation facilities and engages in commodity sales and services related to
natural gas_and electric power. OQur current merchant generation portfolio totals
aﬁprox1mate1y 15,300 Mw. Duke Energz North America conducts business throughout
the united States and Canada through buke Energy Morth america, LLC and buke
Energy Trading and Marketing, LLC. Duke Energy Trading and Mmarketing is
approximately 40% owned by Exxon Mobil Corporation. Prior to April 1, 2002, the
Duke Energy North america business segment was combined with Duke Energ
Merchants Holdings, LLC to form a segment called North American wholesale
Energy. As of June 30, 2002, management combined Duke Energy Merchants Ho]dings
with the Other Energy Services segment. Management separated Duke Energy Nort
America for increased reporting transparency. Previous periods have been
reciassified to conform to the current presentation. As of August 1, 2002, Duke
Energy's North American trading and marketing functions that were in DENA and
Duke Energy Merchants Holdings, including buke Energy Trading and Marketing and
the Canadian trading operations, were consolidated into one group.

INTERNATIONAL ENERGY develops, operates and manages natural gas .
transportation and power generation facilities and engages in energy trading and
marketing of natural gas and electric power. Our current _operating portfolio
includes approximately 5,300 Mw of power generation facilities and approximately

5-2
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2,200 miles of natural gas pipelines. International Energy conducts operations
primarily through Duke Energy International, LLC and its activities target the
Latin American, Asia-Pacific and European regions.

OTHER ENERGY SERVICES is composed of diverse energy businesses, operating
primarily through Duke Energy Merchants Holdings, Duke/Fluor Daniel and Energy
De]iver¥ Services. Duke Energy Merchants Holdings engages in commodity buying
and selling, and risk management and financtal services in the energ¥ commodi ty
markets other than natural ?as and power (such as refined qroducts! iquefied
petroleum gas, residual fuels, crude oil and coal). puke/Fluor Daniel provides
comprehensive engineering, procurement, construction, commissioning and
operating plant services for fossil-fueled electric power generating facilities
worldwide. It is a 50/50 partnership hetween Duke Energy and Fluor Enterprises,
Inc., a whally owned subsidiary of Fluor Corporation. Energy Delivery Services
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is an engineering, construction, maintenance and technical services Firm
specializing in electric transmission and distribution lines and substation
projects. It was formed in the second quarter of 2002 from the power delivery
services component of Duke Engineering & Services, Inc. This unit was excluded
from the sale of Duke Enﬁineering & services on April 30, 2002. Other Energy
services also retained the portion of bukesolutions, Inc. that was not so]g on
Maz 1, 2002. puke Engineering & Services and Dukesolutions were included in
Other Energy Services through the date of their sale.

DUKE VENTURES is composed of other diverse businesses, operating primarily
through Crescent Resources, LLC, DukeNet Communications, LLC and Duke Capital
Partners, LLC. Crescent Resources develops high-quality commercial, residential
and multi-family real estate projects and manages land holdings primarily in the
southeastern and southwestern United States. DukeNet Communications develaps and
manages Tiber optic communications systems for wireless, local and long distance
communications companies and selected educaticnal, governmental, financial and
heaith care entities. Duke Capital Partners, a wholly owned merchant banking
company, provides debt and eguity capital and financial advisory services
primarily to the energy industry.

BUSINESS STRATEGY

our strategy is to develop, operate and actively manage integrated energy
businesses in targeted regions where our extensive capabilities in developing
energy assets, operating electric power, natural Eas and NGL Ffacilities,
0ptimiz1n? commercial operations and managing risk can provide comprehensive
energy solutions for our customers and create value for our shareholders. The
key elements of our strategy include:

DELIVER ENERGY AND ENERGY-RELATED PRODUCTS AND SERVICES TO CUSTOMERS
WORLDWIDE. 1In North America, we own and operate natural gas pipeline
infrastructure, regulated and merchant power generation facilities, and natural
gas gathering and processing facilities. we a?so market and trade a variety of
energy commodities, including natural gas, power, NGLs and refined products. we
provide structured origination and risk management expertise Lo customers across
the energy spectrum. Internationally, we own and operate integrated electric and
natural gas businesses in markets such as Latin Ameriga, Asia Pacific and
Eurcope, where deregulation, privatization and liberalization are opening energy
markets to competition.

ACTIVELY MANAGE OUR ASSET PORTFOLIO. We utilize a portfolic management
strategy, rather than focusing on stand-alone projects or assets, that strives
to capture the greatest value by seeking opportumities to invest in energy
assets in markets that have capacity needs and to divest other assets when
significant value can be realized. This strategy enables us to monetize certain
assets and maintain financial flexibility to pursue other attractive
opportunities. Additionally, this strategy prevents the institutionalized
ownership of any asset by encouraging us to continually optimize our asset
portfolio.

MITIGATE EXPOSURE THROUGH DISCIPLINED RISK_ MANAGEMENT POLICIES. Through
our enterprise risk management group, we actively manage the risks that our
business segments face. We believe managing risk at the corporate level is
consistent with the portfolio approach we use with our assets. Our risk
management policies are designhed to help determine lines of business offering
attractive risk returns, assess current and future risk/return characteristics
of the enterprise and recommend appropriate strategic modifications. we actively
manage cur commodity, interest rate, foreggn currency and credit risks through

5...
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established policies that Timit our exposure and require daily reporting to
management of potential financial exposure. Our risk management pelicies are
Page 6
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designed to mitigate our downside exposures while complementing the operations
of each of our business segments.

RECENT DEVELOPMENTS

on September 20, 2002, duke Energy announced a reduction in earnings
estimates for 2002. we currently estimate earnings for 2002 to be $1.95 to $2.05
per share, before the effect of the one-time charges discussed below. This
reduction in estimated earnings was driven primarily by the severely weakened
merchant ener?y markets served by DENA. We estimate that ongoing earnings for
the second half of 2002 will most Tikely be split approximately &60% for the
third quarter and approximately 40% for the fourth quarter.

we also announced that we have reduced our capital _expenditure plans in
response to prevailing market conditions in order to maintain financial
flexibility. While capital spending of between $6 billion and $8 biTlion was
initially expected for 2002, we have determined that our capital expenditure
plans for the year will be $6.2 billion, excluding the acquisition of westcoast
Energg. Capital_spending for the year 2003 has also been reduced to a planned
$3.5 billion, all of which the Company intends te fund through internal cash
flow, after dividend payments, and including limited asset sales.

wWe also announced our decision to defer construction of three DENA natural
gas-fueled generating facilities slared for commercial operation in 2003 in
response to the current conditions in the wholesale energy market in the western
uUnited States. The deferrals will remain in place until market conditions and
demand for additional_generation in the region improves. The facilities include
the Grays Harbor Facility in Grays Harbor County, washington, the Deming Energy
Facility in Luna County, New Mexico and the Moapa Energy Facility tin Clark
County, Nevada. However, we will continue construction activities of the Fayette
Energy Facility in fFayelte County, Pennsylvania and the Hanging Rock Erergy
Facility in Lawrence County, Ohio.

In addition, we will be negotiating new terms for the purchase of turbines
and associated eguipment from General Electric. This renegotiation, along with
the construction deferrals and the write-off of associated demobilization costs
and certain site development costs, could result in a one-time charge in the _
range of $250 to 3300 million to be taken against Duke Energy's earnings for the
third quarter 2002.

5-4
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THE OFFERING
common stock offered.......... 54,500,000 shares
Common stock to be outstanding
after this offering........... 888,884,877 shares
Use of proceeds............... Repayment of indebtedness incurred in

connection with our acquisition of Westcoast.

New York Stock Exchange
symbol ... ... e "puK"

The numbher of shares of common stock offered and to he outstanding after
this offering does not include 8,175,000 shares of common stock that the
underwriters have an option to purchase from us within 30 days of the date of
this prospectus supplement to cover over-allotments.

. The number of shares of common stock to be outstanding after this offering
is based on 834,384,877 shares autstanding as of August 31, 2002,
Page 7
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The summary consolidated financial information set forth below should be
read in conjunction with our consolidated financial statements and the related
notes and other financial and operating data incorporated hy reference in this
prospectus supplement and the accompanying prospectus.

<Table>
<Caption>

DATA)
<5>
<C>

CONSOLIDATED STATEMENTS OF INCOME DATA:

Operating revenues

$21,766

Farnings before interest and taxes
2,043

Earnings available for common
stockholders
1,487(4)

weighted-average common shares
outstanding(5)

729

Earnings per common share (before
extraordinary item and cumulative
effect of change 1n accounting
principlte) (5)
Basic

1.13
Earnings per common share(5)

Basic
)

2.03(4)

Dividegds per common share(5)
1.1

</Table>

<Table>
<Caption>

31,

.....................

-------------------------

-----------------------

................................

..............................

SIX MONTHS ENDED

<C

$2

.-

.

..
..

Page 8

YEARS ENDED

JUNE 30, DECEMBER 31,

2000(1)

(IN MILLIONS, EXCEPT PER SHARE

> <C>» <> <>
8,218 $32,071  $59,503 $49,318
1,808 2,156 4,256 4,014
849 869 1,884(3) 1,757
809 759 767 736
1.05 § 1.27 $ 2.58 $ 2.39
1.04 1.26 2.56 2.38
1.05 $ 1.14 § 2.45(3) §% 2.39
1.04 1.13 2.44(3) 2.38
0.825 0.825 1.10 1.10
AS OF AS OF
JUNE 30, DECEMBER
2002 2001
(IN MILLIONS)
<C» <C»
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CONSOLIDATED BALANCE SHEET DATA:

TOtAT A5SeTS. . vt v s ssentnsoninnsnsanenscnnnennsenancsanen $65,192 348,375
Short-term debt, including commercial paper................. 2,073 1,603
Long-term debt, including current maturities................ 19,337 12,582
Guaranteed prefterred heneficial interests in subordinated

notes of puke Energy or subsidiaries......veeecesrnneceren 1,407 1,407
Minority interestS. v iveiieriiiieriirennnnennnnns ceaemrrre 2,996 2,246
preferred and preference stock, including current sinking

fund cbligations......... et e eaeaa e 247 247
Common stockhoTlders' equity... ... ...ttt it iiinnnnnn 14,887 12,689
</Table>

(1) reflects a pre-tax $407 million gain on the sale of our investment in
EST;§DUth PCS. The effect per hasic share of common stock of this gain was

(2) Rreflects a pre-tax %800 million char?e for estimated injury and damages
claims. The effect per basic share of common stock of this charge was $0.67.

(3) reflects a net-of-tax cumulative effect adjustment of $96 million, or $0.13
per basic share of common stock, as a reduction in earnings in accordance
with our adoption of Statement of Financial Accounting Standards No. 133.

(4) Reflects a one-time after-tax extraordinary gain of approximately $660
miflion, or $0.91 per basic share of common stock, attributable to the sale
of certain pipeline operations on March 29, 1999.

(5) vears ended December 31, 1999 and 2000 have been restated to reflect the
two-for-one common stock split effective January 26, 2001,

S-6
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RISK FACTORS

Before purchasing our common stock, you should carefully consider the
foltowing risk factors as well as the other information contained in this
prospectus supplement, the accompanying prospectus and the information
incoEporated by reference in arder to evaluate an investment in our common
stock,

RISKS RELATED TO THE MARKET CYCLE OF bUR INDUSTRY

OUR SALES AND RESULTS OF OPERATIONS MAY BE NEGATIVELY AFFECTED BY SUSTAINED
LOW LEVELS IN THE MARKET PRICES OF COMMODITIES THAT ARE BEYOND OUR CONTROL.

we sell power from our generation facilities into the spot market or other
competitive power markets on a contractual basis. we also enter into contracts
to purchase and sell electricity, natural gas and NGLs as part of our power
marketing and energy trading operations. With respect o such transactions, we
are not guaranteed any rate of return on our capital investments through
mandated rates, and our revenues and results of operations are likely to depend,
in large part, upon prevailing market prices for power in our regional markets
and other competitive markets. These market prices may fluctuate substantially
over relatively short periods of time. It is reasonab%e to expect that trading
margins will erode as new entrants enter the market, thus leading to an
oversupply in the market, and that there may be diminished opportunities for
gain should Yow prices decline further. These factors could reduce our revenues
and margins and therefore diminish our results of operations.

Low market prices for electricity, natural gas and NGLs result from
Page 9
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multiple factors, including:

3

weather conditions;

- seasonality;

- supply of and demand for energy commodities;
- i1liguid markets;

- general economic conditions, including downturns in the U.S. or ather
economies which impacts consumption;

- transmission or transportation constraints or inefficiencies;

- availability of competitively priced alternative energy sources;

- hatural gas, crude oil, refined products and coal preduction levels;
- electric generation capacity;

- capacity and transmissieon service into, or out of, our markets;

- natural disasters, wars, embargoes and other catastrophic events; and

- federal, state and foreign energy and environmental regulation and
legislation.

RECENT DEVELOPMENTS AFFECTING THE WHOLESALE POWER AND ENERGY TRADING
MARKETS HAVE REDUCED MARKET ACTIVITY AND LIQUIDITY AND MAY CONTINUE TO ADVERSELY
AFFECT OUR RESULTS OF OPERATIONS.

As a result of the ener?y crisis in california during the summer of 2001,
the recent decline of natural gas prices in North america, the filing of
bankruptcy by Enron Corporation, and investigations by governmental authorities
into energy trading activities and increased litigation related to such
inquiries, companies generally in the regulated and unregulated utility
businesses have been impacted negatively, In addition, certain participants have
been forced to exit from the energy trading markets, leading to a reduction in
the number of trading partners ang Tower trading revenues. Recent short term,
depressed spot and forward wholesale power prices during the past summer months
have resulted in substantially reduced revenues in our merchant energy business
and may continue to affect our earnings.

5-7
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WE MAY NOT BE ABLE TO SUCCESSFULLY MANAGE THE RISKS ASSOCIATED WITH SELLING
AND MARKETING PRODUCTS IN THE WHOLESALE POWER MARKETS.

we purchase and sel) power at the wholesale level under the Federal Energy
Regulatory Commission’'s, or FERC's, market-based tariffs throughout the united
states and also enter into short-term agreements to market available energy and
capacity from our generation assets witﬁ the expectation of profiting from
market price fluctuations. If we are unable to deliver firm capacity and energy
under these agreements, then we could be required to pay damages. These damages
would be based on the difference between the market price to acquire replacement
capacity or energy and the contract price of the undelivered capacity or energy.
bepending on price volatility in the wholesale energy markets, such damages
could he significant.

In the absence or upon expiration of power sales agreements, we must_sell
all or a portion of the energy, capacity and other products from our facilities
rage 10
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inta the competitive wholesale power markets. Unlike most other commodities,
electricity cannot be stored and must be produced coneurrently with its use. As
a result, the wholesale power markets are subject to significant price
fluctuations over relatively short periods of time and can be unpredictable. In
addition, the price we_can obtain for ﬁower sales may not change at the same
rate as changes in fuel costs. Given the vpolatility and potential for material
differences between actual power prices and fuel costs, if we are unable to
secure long-term purchase agreements for our ?ower generation facilities, our
revenues would he sub?ect to increased volatility and our financial results may
be materially adversely affected.

OUR RISK MANAGEMENT PROCEDURES MAY NOT PREVENT LOSSES.

we actively manage the commodity price risk finherent in our energy, debt
and foreign currency positions. Although we have sophisticated risk management
systems in place that use advanced methodologies to guantify risk, these systems
may not always be followed or may not always work as planned. If prices
significantly deviate from historic prices, our risk management systems may not
protect us from significant losses. Adverse changes in energy prices, interest
rates and foreign currency exchange rates may result in economic Tosses in our
earnings and cash flows and our balance sheet under applicable accounting rules.
Although we devote a considerable amount of management effort to our trading,
marketing and risk management systems, their effectiveness remains uncertain.

OUR HEDGING PROCEDURES MAY NOT PROTECT QUR SALES AND NET INCOME FROM
VOLATILITY. :

To lower our financia) exﬁosure related to commodity price fluctuwations,
our marketing, trading and risk management operations routinely enter into
contracts to hedge the value of our assets and operations. As part of this
strategy, we routinely utilize fixed-price, forward, physical purchase and sales
contracts, futures, financial swaps and option contracts traded in the
over-the-counter markets or on exchanges. However, we do not always cover the
entire exposure of our assets or our positions to marker price volatility and
the coverage will vary over time. To the extent we have unhedged positions or
our hedging procedures do not work as planned, fluctuating commodity prices
could cause our sales and net income to be volatile.

WE ARE EXPOSED TO MARKET RISK AND MAY INCUR LOSSES FROM QUR MARKETING AND
TRADING OPERATIONS.

our trading portfolios consist of contracts to buy and sell commodities,
including contracts for electricity, natural gas, NGLs and other commodities
that are settled by the delivery of the commodity or cash. If the values of
these contracts change in a direction or manner that we do not anticipate, we
could realize material Tosses from our trading activities.

In the past, certain marketing and trading companies have experienced
severe financial problems due to price volatility in the energy commodity
markets. In certain instances this volatility has caused companies to be unable
to deliver power that they had guaranteed under contract. These defaults
severely and adversely impacted the fimancial condition of these companies and,
in some cases, have resulted in Tosses to their trading partners.

5-8
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we have marketing and trading operations which target the U.5., Canada and
Latin American, Asia-pacific and European regions. we incur similar trading
risks and market exposures in these foreign markets. If our tradinE volumes in
these regions increase, we will be exposed to increased market risks.

OUR PROFITABILITY MAY DECLINE IF THE COUNTERPARTIES TO OUR TRANSACTIONS
Page 11



DUK Equity 9_2002.txt
FAIL TC PERFORM IN ACCORDANCE WITH CUR AGREEMENTS WITH THEM.

our marketing, trading and risk management ¢perations are exposed to the
risk that counterparties to our transactions will not perform their obhligations.
should the counterparties to these arrangements fail to perform, we might be
forced to acquire altermative hedging arrangements, honor the underlying
commitment at then-current market prices or return a significant portion of the
consideration received for unused electricity or gas under a long-term contract.
In such event, we might incur additional losses to the extent of amounts, if
any, already paid to, or received from, counterparties. In addition, in our
marketing and trading activities, we often extend credit to our trading
counterparties. Despite performing credit analysis prior to extending credit, we
are exposed to the risk that we may not be able to collect amounts owed to us.
If the counterﬁarty to such a financing transaction fails ta perform and any
collateral we have secured is inadequate, we will lose money.

In 2000 and 2001, tight supply and increased demand resulted in higher
wholesale power prices to utilities, particularly in California. At the same
time, two of the three major utilities in California operated under a retail
rate freeze. As a result, there has been significant under-recovery of costs by
these utilities, resulting in the filing by one utility under Chaﬁter 11 of the
U.S. Bankruptcy Code. Some utilities have suspended Bayments to their creditors.
if any industry participants are adversely affected by the sitwation in
california or other similar situations that may develop in the future in other
markets, such participants may default on obligations to us, which would affect
the profitability of our marketing and trading business.

COMPETITION IN THE WHOLESALE POWER AND ENERGY TRADING MARKETS MAY ADVERSELY
AEFFECT THE GROWTH AND PROFITABILITY OF QUR BUSINESS.

while companies in the regu1ated and unregulated utility business have been
universa11ﬁ negatively affected by recent events in the energy markets, it is
possible that in the future we may be vulnerable to competition from new
competitors that have greater financial resources than we do, seeking attractive
opportunities to acquire or develop energy assets or energy trading operations
both in the United States and abroad. These new competitors may include
sophisticated financial institutions, some of which are already_entering the
energy trading and marketing sector, and international energy players. This
competition may adversely affect our ability to make investments or
acquisitions.

we may not be able to respond in a timeTa or effective manner to the many
changes intended to increase competition in the electricity industry. To the
extent competitive pressures increase and the pricing and sale of electricity
assumes more characteristics of a commodity business, the economics of our
business may come under long-term pressure.

In addition, regulatory changes have also been proposed to increase access
to electricity transmission grids by utility and non-utility purchasers and
seYlers of electricity. we believe that these changes could continue the
disaggregation of many vertically-integrated utilities into_separate generation,
transmission, distribution and retail businesses. As a result, a significant
number of additional competitors could become active in the wholesale power
generation segment of our industry.

Although demand for electricity is generally increasing throughout the
united states, the rate of construction and development of new, more efficient
electric generation facilities may exceed increases in demand in some regional
electric markets and have an adverse +impact on our results of operations. Also,
industry restructuring in regions in which we have substantial operations could
affect our operations in a manner that is difficult to predict.

5-9
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OUR OPERATING RESULTS MAY FLUCTUATE ON A SEASONAL AND QUARTERLY BASIS.

Electric power generation and gas transmission are generally seasonal
businesses. In manK parts of the country, demand far power peaks during the hot
summer months, with market prices also peaking at that time. In other areas,
demand for power peaks during the winter. In addition, demand for gas and other
fuels peaks during the winter, especially for our westcoast husiness in Canada.
As a result, our overall oqerating results in the future may fluctuate
substantially on a seasonal basis. The pattern of this fluctuation may change
depending on the nature and location of our facilities and pipeline systems and
the terms of power sale contracts and gas transmission arrangements we enter
into.

RISKS RELATED TO LEGAL PROCEEDRINGS AND REGULATORY INVESTIGATIONS

WE MAY BE ADVERSELY AFFECTED BY LEGAL PROCEEDINGS ARISING OUT OF THE
ELECTRICITY SUPPLY SITUATION IN CALIFORNIA ANC OTHER WESTERN STATES.

thigation arising out of the California electricity su q1y situation has
been filed with the FERC and in california courts against sellers of energy to
the california iIndependent System Operator. The plaintiffs and intervenors in
these proceedings allege abuse of market power, manipulation of market prices,
unfair trade practices and viclations of state antitrust laws, among other
things, and seek price caps on wholesale sales in California and other western
power markets, refunds of excess profits allegedly earned on these sales, and
other relief, including treble damages and attorneys' fees. Duke Energy and some
of its subsidiaries have been named as defendants, amon? other corporate and
individual defendants, in one or more of a total of 14 Tawsuits brought hﬁ or on
behalf of e1ectricit¥ purchasers in california, with one suit filed on behalf of
a washington State electricity purchaser. In addition to lawsuits, several
investigations and regulatory ﬁroceedin s at the state and federal Jevels are
Tooking into the causes of high wholesale electricity prices in the western v.S.
An investigation by the California Public Utilities Commission recently alleged
that we were among five energy companies that withheld ejectricity from their
california plants, resuTting in sharp increases in california electricity
prices. We cannot predict the outcome of any such proceedings or whether the
ultimate impact on us of the electricity supply situation in california and
other western states will be material.

WE MAY BE ADVERSELY AFFECTED BY REGULATORY INVESTIGATIONS AND ANY RELATED
LEGAL PROCEEDINGS RELATED TO THE CONDUCTING OF ANY "ROUNDTRIP" TRADES BY QUR
ENERGY TRADING BUSINESS.

Public and regulatory scrutiny of the energy industry and of the capital
markets has resulited in increased regulation being either proposed or
implemented. In particular, the activities of Enron Corporation and other energy
traders in a11e?ed1y using "roundtrip” trades which involve the prearrangement
of simultaneously executed and offsetting buy and sell trades for the purpose of
increasing reported revenues or trading volumes, or influencing prices and which
lack a legitimate business purpose, has resulted in tincreased public and
regulatory scrutiny. To date, we have responded to requests for information from
the FERC, related to an investigation of natural gas transactions in_the western
U.S. and Texas markets during the years 2000 and 2001, and the Securities and
Exchange Commission, or SEC, related to an investigation of "roundtrip” energy
transactions from January 1999 to the present. we also have received and are
responding to subpoenas and supplemental requests for information regarding gas
and power trading activities from the Houston office of the U.5. Attorney
relating to a Houston grand jury inquiry, which involve the same issues and time
period covered by the SEC requests, and from the Commodity Futures Trading
Commission.
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such inquiries are ongoing and continue to adversely affect the energy
trading business as a whole. We may see these adverse effects continue as a
result of the uncertainty of these ongoing inguiries or additional inguiries by
other federal or state regulatory agencies. In addition, we cannot predict the
outcome of any of these ingquiries, including the grand jury inguiry, or whether
these inquiries will lead to additional 1e?a] proceedings against us, civil or
criminal fines or penalties, or other regulatory action, including legislatioen,
which may be materially adverse to the operation of our trading business and our
trading revenues and net income or increase our operating costs in other ways.
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Also, several] class action lawsuits have been filed against_us, and others
ma¥ be filed, claiming that investors suffered damages as a result_of the
alleged roundtrip trades inflating our revenue and earnings. such lawsuits could
lead to settlements, civil damages or other litigation costs that could be
adverse 1o our business.

RISKS RELATED TO THE REGULATION OF OUR BUSINESSES
ELECTRIC

OUR BUSINESSES IN NORTH AMERICA ARE SUBJECT TO COMPLEX GOVERNMENT
REGULATIONS. THE ECONOMICS, INCLUDING THE COSTS, OF OPERATING OUR GENERATING
FACEILITIES MAY BE ADVERSELY AFFECTED BY CHANGES IN THESE REGULATIONS OR IN THEIR
INTERPRETATION OR IMPLEMENTATION.

The regulatory environment applicable to the electric power industry has
recently undergone substantial changes, both on a federal and a state level,
which have had a significant impact on the nature of the industry and the manner
in which its participants conduct their businesses. These changes are ongoing
and we cannot predict the future course of changes in this regulatory
environment or the ultimate effect that this changing regulatory environment
will have on our business.

we are subject to regu?ation by the SEC under the Public utilit Holdin?
cOm?any Act, or PUHCA, and the Federal Power Act, or FPA, which regulate public
utitity holding companies and their subsidiaries and place certain constraints
on the conduct of their business. The rates charged b¥ our domestic utility,
subsidiaries are aﬁproved by the FERC, the North Carolina utilities Commission,
or the NCuC, and the South Carolina Public Service Commission, or the SCPSC. The
NCUC and the sCPSC regulate man¥ aspects of our urility operatiohs including
siting and construction of facilities, customer service and the rates that we
can charge customers. The FERC regulates wholesale electricity operations and
transmission rates and the state commissions regulate retail generation and
distribution rates. The pPublic UtiTity Regulatory Policies Act of 1978, or
PURPA, provides qualifying facilities witg exemptions from some federal and
state Taws and regulations, including PUHCA and most provisions of the FPA. The
Energy Policy act of 1992, or the Energy Act, also pravides relief from
regulation under PUHCA to "exempt wholesale generators." Maintaining the status
of our facilities as qualifying facilities or exempt wholesale generators is
conditicned on those facilities continuing to meet statutory criteria. Under
current law, we are not and will not be subject to regulation as a registered
holding company under PUHCA as long as the domestic power plants we own are
gualifying facilities under PURPA or are exempt wholesale generators. If we were
subject to these regulations, the economics and operations of our generating
facilities could be negatively affected by the increased costs associated with
upgrading our facilities and taking other actions to comply with these
regulations. while we are currently exempt from registration under PUHCA, we may
lose that exemption if we fail to comply with our exemptive order from the SEC.
If we were to qose our exemption, we would have the alternatives of registering
as a holding company which would subject us to more extensive regulation, or
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