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(regardless of whether enforceability is considered in a proceeding in equity or at law), 

(j) The Notes have been duly authorized and when executed by the Corporation and, when authenticated by the Tmstee, in the 
manner provided in the Indenture and delivered against payment therefor, will constitute valid and legally binding obligations 
ofthe Corporation, enforceable against the Corporation in accordance wfth theft terms, except as the enforceability thereof 
may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors* rights generally and 
by general principles of equity (regardless of whether enforceability is considered in a proceeding in equity or at law) and are 
entitled to the benefits afforded hy the Indenture in accordance with the terms ofthe Indenture and the Notes, 

(k) Any indenture, mortgage, deed of trust, loan agreement or other agreement or instrument filed or incorporated by reference as 
an exhibit to the Registtation Statement or the Aimual Report on Form 10-K ofthe Corporation for (he fiscal year ended 
December 31, 2007, except to the extent that such agreement is no longer in effect or to the extent ttiat neither the Corporation 
nor any subsidiary ofthe Corporation is currently a party to such E^eement, are all indentures, mortgages, deeds of trust, loan 
agreements or other agreements or insttuments that are material to the Corporation. 

(I) The Corporation is not required to be qualified as a foreign corporation to transact business in Indiana, North Carolina, Ohio 
and South Carolina. 

3. Purchase, Sale and DeUvery of Notes. On the basis ofthe representations, warranties and agreements herein contained, but 
subject to the terms and conditions herein set forth, the Corporation agrees to sell to the Underwriters, and the Undowrft^-s agree, 
severally and not jointiy, to purchase fi-om the Corporation, at a purchase price of (i) 99,203% ofthe principal amount ofthe 2013 
Notes plus accmed interest from June 16, 2008 (and in the manner set forth below) and (ii) 99.093% of the principal amount of tiie 
2018 Notes plus accmed interest from June 16, 2008 (and in the manner set fortii below), the respective principal amount of Notes set 
forth opposite the names ofthe Underwriters in Schedule A hereto plus the respective principal amount of additional Notes which 
each such Underwriter may become obligated to purchase pursuant to the provisions of Section 8 hereof The Underwriters hereby 
agree to reimburse the Corporation in an amount equal to $1,125,000, including in respect of expenses incurred by us in cormection 
with the offering 

Payment ofthe purchase price for the Notes to be purchased by the Underwriters and the reimbursement shall be made at the 
offices of Skadden, Arps, Slate, Meagher & Flom LLP, 1440 New York Avenue, N.W. Washington, D.C. 20005, or at such other 
place as shall be mutually agreed upon by the Representatives and the Corporation, at 10:00 a,m,, New York Cify time, on June 16, 
2008 or such other time and date as shall be agreed upon in writmg by the Corporation and the Representatives (the "Closmg Date"), 
All other documents referred to herein that are to be delivered at the Closing Date shall be delivered at tiiat time at the offices of 
Sidley Austin LLP, 787 Seventh Avenue, New York, NY 10019, Payment shall be made to the Corporation by 
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wire ttansfer in immediately avdlable funds, payable to the order ofthe Corporation gainst delivery ofthe Notes, in fully registered 
form, to you or upon your order. The 2013 Notes and the 2018 Notes shall each be delivered in the fonn of one or more global 
certificates in aggregate denomination equal to the aggregate principal amount ofthe respective 2013 Notes and 2018 Notes upon 
original issuance and registered in the name of Cede & Co,, as nominee for The Depository Tmst Company ("DTC"). 

4. Offering by the Underwriters. It is understood that the several Underwriters propose to offer the Notes for safe to the public as 
set fortii in the Pricing Disctosure Package and the Prospectus, 

5. Covenants ofthe Corporation. The Corporation covenants and agrees with the several Underwriters that: 

(a) The Corporation will cause any Preliminary Prospectus and the Prospectus to be filed pursuant to, and in compliance with. 
Rule 424(b) ofthe 1933 Act Regulations, and advise the Underwriters promptly ofthe filmg of any amendment or supplement 
to the Registtation Statement, any Preliminary Prospectus or the Prospectus and ofthe institution by the Commission of any 
stop order proceedings in respect ofthe Registtation Statement, and will use its best e&orts Xo prevent the issuance of any such 
stop order and to obtain as soon as possible its lifting, if issued, 

(b) If at any time when a prospectus relating to the Notes (or the notice referred to in Rule 173(a) ofthe 1933 Act Regulations) is 
required lo be delivered under the 1933 Act any event occurs as a result of which the Pricing Disclosure Package or the 
Prospectus as then amended or supplemented would include an untme statement of a material fact, or omit to sXaXe any 
material fact necessary to make the statements therein, in the light ofthe circumstances under which they were made, not 
misleading, or if it is necessary at any time to lunend the Pricing Disclosua-e Padcage or the Prospectus to comply witii the 
1933 Act, the Corporation promptly will prepare and file with the Commission an amendment, supplement or an appropriate 
document pursuant to Section 13 or 14 ofthe 1934Act which wiUcortect such statement or onussion or which wift effect 
such compliance. 

(c) The Corporation, during the period when a prospectus relating to the Notes is required to be delivered under the 1933 Act, will 
timely file al! documents required to be filed with the Commission pursuant to Section 13 or 14 ofthe 1934 Act 

(d) Without the prior consent ofthe Underwriters, the Corporation has not made and will not make miy offer relating to the Notes 
that would constitute a "free writing prospectus" as defined in Rule 405 ofthe 1933 Act Regulations, other tiian a Permitted 
Free Writing Prospectus; each Underwriter, severally and not jointly, represents and agrees that, vrithout the prior consent of 
the Corporation, it has not made and will not make any offer relatir^ to the Notes that would constitute a 
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"free writing prospectus" as defined in Rule 405 of tiie 1933 Act Regulations, other than a Permftted Free Writing Prospectus 
or a free writing prospectus that is not required to be filed by the Corporation pursuant to Rule 433 ofthe 1933 Act 
Regulations; any such free writing prospectus (which shall include the pricing term sheet discussed in Section 5(e) below), the 
use of which has been consented to by the Corporation and the Underwriters, is Usted on Schedule B and herein called a 
"Permitted Free Writing Prospectus." The Corporation represents that it has tteated or agrees that ft wiU tteat each Permitted 
Free Wrfting Prospectus as an "issuer free v«-fting prospectus," as defined in Rule 433, and has complied and will comply with 
the requirements of Rule 433 apphcable to any Permitted Free Writing Prospecms, including timely filing with the 
Commission where required, legending and record keeping. 

(e) The Corporation agrees to prepare a term sheet specifying the terms ofthe Notes not contained in any PreliminMy Prospectus, 
substantially in the form of Schedule C h^eto and approved by the Representatives on behalf of the Underwriters, and to file 
such pricing term sheet as an "issuer free writing prospectus" pursuant to Rule 433(b) ofthe 1933 Act Regulations prior to the 
close of business two business days after the date hereof 

(0 The Corporation agrees that if at any time following tiie issuance of a Permitted Free Writing Prospectus any event occurs as a 
result of which such Permitted Free Writing Prospectus would conflict with the infonnation (not superseded or modified as of 
the Effective Date) in the Registration Statement, the Pricing Disclosure Package or the Prospectus or would include an untme 
statement of a material fact or omit to state any material feet necessary in order to make the statements tiierein, in Ught ofthe 
circumstances then prevailing, not misleading, the Corporation will give prompt notice thereof to the Un<terwriters and, if 
requested by the Underwriters, will prepare and fiiraish without charge to each Vnde^ymter a dree writing prospet^us or other 
document, the use of which has been consented to by the Underwriters, which will correct such conflict, statement or 
omission. 

(g) The Corporation will m^e generally available to its security holders, m each case as soon as practicable but not later than 
60 days after the close ofthe period covered thereby, eamings statements (in form complying wfth the provisions of Rule 158 
under the 1933 Act, which need not be certified by independent certified public accountants unless required by the 1933 Act) 
covering (i) a twelve-month period begirming not later flian the first day ofthe Corporation's fiscal quarter next following the 
effective date ofthe Registration Statement and (ii) a twelve-month period beginning not later than the first day ofthe 
Corporation's fiscal quarter next following fhe date of this Agreement. 

(h) The Corporation will furnish to you, without charge, copies ofthe Registtation Statement (four of which will include all 
exhibits other tiian those incorporated by reference), the Pricing Disclosure Package and the Prospectus, and all 

7 

Source: Duke Energy Holding , 8-K, June 16, 2008 



amendments and supplements to such documents, in each case as soon as available and in such quantities as you reasonably 
request, 

(i) The Corporation will arrange or cooperate in arrangements for the qualification ofthe Notes for sale under the laws ofsuch 
jurisdictions as you designate and will continue such qualifications in effect so long as required for the disttibution; provided, 
however, that the Corporation shall not be required to qualify as a foreign corporation or to file any general consents to service 
of process under the laws of any state where U is not now so subject. 

(j) The Corporation will pay all expenses mcident to the performance of its obligations under this Agreement including (i) the 
printing and filing ofthe Registration Statement and the printing of this Agreement and any Blue Sky Survey, (ii) tiie 
preparation and printing of certificates for the Notes, (iii) tiie issuance and deliveiy ofthe Notes as specified herein, (iv) the 
fees and disbursements of counsel for the Underwriters in connection with tiie qualification ofthe Notes under the securities 
laws of any jurisdiction in accordance with fhe provisions of Section 5(i) and in connection with the preparation ofthe Blue 
Sky Survey, such fees not to exceed $5,000, (v) the printing and delivery to tiie Underwriters, in quantities as hereinabove 
referred to, of copies ofthe Registtation Statement and any amendments thereto, of any Preluninary Prospectus, ofthe 
Prospectus, of any Permitted Free Writing Prospectus and any amendments or supplements tiiereto, (vi) any fees charged by 
independent rating agencies for rating the Notes, (vii) any fees and expenses ui connection with the listing of the Notes on the 
New York Stock Exchange, (viii) any filing fee required by the Financial Industry Regulatory Authority, (ix) the costs of any 
depository artangements for the Notes with DTC or any successor depositary and (x) the costs and expenses ofthe 
Corporation relating to investor presentations on any "road show" undertaken in cormection with the marketii^ of tiie offering 
ofthe Notes, including, without limitation, expenses associated witii tiie production of road show slides and graphics, fees and 
expenses of any consuUants engaged in connection with the road show presentations with the prior approved of the 
Corporation, travel and lodging expenses ofthe Underwriters and officers ofthe Corporation and any such consultants, and 
the cost of any aircraft chartered in connection with the road show; provided, however, the Underwriters shall reimburse a 
portion ofthe costs and expenses referted to in this clause (x). 

6. Conditions ofthe Obligations ofthe Underwriters. The obligations ofthe several Underwriters to purchase and pay'for the Notes 
will be subject to the accuracy ofthe representations and warranties on the part ofthe Corporation herem, to the accuracy ofthe 
statements of officers ofthe Corporation made pursuant to the provisions hereof, to tiie performance by the Corporation of its 
obligations hereunder and to the foUowing additional conditions precedent: 

(a) The Prospectus shall have been filed with the Commission pursuant to Rule 424(b) within the applicable time period 
prescribed for filing by the 1933 Act Regulations and in accordance herewith and each Permitted Free Writing 
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Prospectus shall have been filed by the Corporation with the Commission within the applicable time periods prescribed for 
such filings by, and otherwise in compliance with. Rule 433 ofthe 1933 Act Regulations. 

(b) On or after the Applicable Time and prior to the Closing Date, no stop order suspending the effectiveness ofthe Re^stration 
Statement shaft have been issued dnd no proceedings for that purpose or puî uant to Section 8A ofthe 1933 A<̂  shall have 
been instituted or, to the knowledge ofthe Corporation or you, shall be threatened by the Commission. 

(c) On or after the Applicable Tune and prior to the Closing Date, the rating assigned by Moody's Investors Service, Inc, or 
Standard & Poor's Ratings Services to any debt securfties or preferred stock ofthe Corporation as ofthe date of this 
Agreement shall not have been lowered. 

(d) Since the respective most recent dates as of which information is given in the Pricing Disclosure Package and the Prospectus 
and up to the Closing Date, there shall not have been any material adverse change in the condition ofthe Cc«poration, 
financial or otherwise, except as reflected in or contemplated by the Prospectus, and, since such dates and up to the Closing 
Date, there shall not have been any material transaction entered into by the Corporation other than ttansactions contemplated 
by tiie Pricing Disclosure Package and the Prospectus and ttansactions in the ordinary course of business, the effect of which 
in your reasonable judgment is so material and adverse as to make it impracticable or inadvisable to proceed with the public 
offering or the delivery ofthe Notes on the terms and in the manner contemplated by the Pricing Disclosure Parfcage and the 
Prospectus, 

(e) You shaft have received an opinion of Robert T. Lucas Hi, Esq., Associate General Counsel ofthe Corporation, dated tiie 
Closing Date, to the effect that: 

(i) Each ofthe Principal Subsidiaries, other than Duke Energy Carolinas, LLC, has been duly incorporated and is validly 
existing in good standing under the laws of the jurisdiction of its incorporation has the respective corporate power and 
authority and foreign qualifications necessary to own its properties and to conduct its business as described in die Pricing 
Disclosure Package and tiie Prospectus. Duke Energy Carolinas, LLC has been dufy organized and is validly existing and 
in good standing as a limited liabilify company under the laws of tiie State of North Carolina and has full limited liability 
company power and authority necessary to own its properties and to conduct its business as described in the Pricing 
Disclosure Package and the Prospectus, 

(ii) Each ofthe Corporation and the Principal Subsidiaries is duly qualified to do business in each jurisdiction in which the 
ownership or leasing of its property or the conduct of its business requires such qualification, except where the failure to 
so qualify, considering all such cases in the aggregate, 
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does not have a material adverse effect on the business, properties, financial condition or results of operations ofthe 
Corporation and its subsidiaries taken as a whole, 

(iii) The Registtation Statement became effective upon filing with the Commission pursuant to Rule 462 ofthe 1933 Act 
Regulations, and, to the best ofsuch counsel's knowledge, no stop order suspending the effectiveness ofthe 
Registtation Statement has been issued and no proceedings for that purpose have been instituted or are pending or 
threatened under the 1933 Act. 

(iv) The descriptions in the Registtation Statement, the Pricing Disclosure Package and the Prospectus of any legal or 
governmental proceedings are accurate and fairly present the information required to be shown, »id such counsel does 
not know of any litigation or any legal or govemmental proceeding instituted or threatened against the Corporation or 
any of its Principal Subsidiaries or any of their respective properties that would be required to be disclosed in the 
Registration Statement, the Pricing Disclosure Package or the Prospectus and is not so disclosed. 

(v) This Agreement has been duly authorized, executed and delivered by the Corporation. 

(vi) The execution, delivery and performance by the Corporation of this Agreement, the Indenture and the Issue and sale of 
the Notes will not violate or conttavene any ofthe provisions ofthe Certificate of Incorporation or By-Laws ofthe 
Corporation or any statute or any order, rule or regulation of which such counsel is aware of any court or govemmental 
agency or body having jurisdiction over the CoipOTatiMi or any of its Principal Subsidiaries or any of their respective 
property, nor will such action conflict with or result in a breach or viol^on of any of fee ienas or provisions of, or 
constitute a default under any indenture, mortgage, deed of tmst, loan agreement or other agreement or instmment 
known to such counsel to which the Corporation or any of its Principal Subsi(Uaries is a parfy or by which any of them 
or their respective properfy is bound or to which any of its properfy or assets is subject which affects in a material way 
the Corporation's ability to perform its obligations under this Agreement, tiie Indenture and the Notes, 

(vii) The Indenture has been duly authorized, executed and delivered by the Corporation and, assuming the due 
autiiorization, execution and delivery thereof by the Trustee, constitutes a valid and legally binding instmment of tiie 
Corporation, enforceable against the Corporation in accordance wfth its terms. 

(viii) The Notes have been duly authorized, executed and issued by the Corporation and, when authenticated by the Tmstee, 
in the manner 
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provided in the Indenture and delivered against payment therefor, will constitute valid and legally bindmg obligations of 
the Corporation enforceable gainst the Corporation in accordance with their terms, and are entitled to the benefits 
afforded by the Indenmre in accordance with the terms ofthe Indenture and the Notes. 

(ix) No consent, approval, authorization, order, registration or qualification is required to authorize, or for the Coiporation to 
consummate the ttansactions contemplated by this Agreement, except for such consents, approvals, autiiorizations, 
registrations or qualifications as may be required under state securfties or Blue Sky laws in connection witii the purchase 
and disttibution ofthe Notes by the Underwriters and except as required in Condition 41 ofthe order ofthe North 
Carolina Utilities Commission dated March 24, 2006, in Docket No. E-7, sub 795, which consent has been obtMned. 

Such counsel may state that his opinions in paragraphs (vii) and (viii) are subject to the effects of bankmptcy, insolvency, 
fraudulent conveyance, reorganization, moratorium and other similar laws relatmg to or affecting creditors' rights generally and by 
general principles of equity (regardless of whether enforceability is considered in a proceeding in equity or at law). Such counsel shall 
state that nothing has come to his attention that has caused him to believe that each document incorporated by reference in the 
Registration Statement, the Pricing Disclosure Pack^e and the Prospectus, when filed, was not, on its face, appropriately responsive, 
in all rnaterial respects, to the requirements ofthe 1934 Act and the 1934 Act Regulations. Such counsel shall i so state that notiiing 
has come to his attention that has caused him to believe that (i) the Registration Statement, including the Rule 430B Information, as of 
its effective date and at each deemed effective date with respect to the Underwriters pursuant to Rule 430B(f)(2) ofthe 1933 Act 
Regulations, contained any untme statement of a material fact or omitted to state a material fact required to be stated tiierein or 
necessary to make the statements therein not misleading, (ii) the Prich^ Disclosure P^kage at the Applicable Time contamed any 
untrue statement of a material fact or omitted to state any material fact necessary in order to make the statements therein, in the light 
ofthe circumstances under which they were made, not misleading or (iii) that the Prospectus or any amendment or supplement thereto, 
as ofthe date it was filed with, or transmitted for filing to, the Commission and at the Closing Date, contained or contains any unttue 
statement of a material fact or omitted or omits to state any material fact necessary in order to make the statements thereui, in light of 
the circumstances under which they were made, not misleading. Such counsel may also state that, except as otherwise expressly 
provided in such opinion, he does not assume any responsibility for the accuracy, completeness or fairness ofthe statements contained 
in or incorporated by reference into tiie Registtation Statement, the Pricmg Disclosure Package or the Prospectus and does not express 
any opinion or belief as to (i) the financial statements or other financial data contained or incorporated by reference therein, (ii) the 
statement ofthe eligibility and qualification ofthe Tmstee included in the Registtation Statement (the "Form T-l") or (iii) the 
information in the Prospectus under the caption "Book-Entry System." 

In f endering the foregoing opinion, such counsel may state that he does not express any opinion concerning any law other than the 
law ofthe State of North Carolina and may rely as to 
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all matters ofthe laws ofthe States of South Carolina, Ohio and Indiana on appropriate counsel reasonably satisfactoiy to the 
Representatives, which may include the Corporation's other "in-house" counsel). Such counsel may also state that he has relied as to 
certain factual matters on information obtained from public officials, officers ofthe Corporation and other sources believed by him to 
be responsible. 

(f) You shall have received an opinion of Skadden, Arps, Slate, Meagher & Flora LLP, counsel to the Corporation, 
dated the Closing Date, to tiie effect tiiat: 

(i) This Agreement has been duly authorized, executed and delivered by the Corporation. 

(ii) The execution and delivery by the Corporation of this Agreement and the consummation by the Corporation ofthe 
ttansactions contemplated hereby, including the issuance and sale ofthe Notes, vrill not (i) conflict with the 
Corporation's certificate of incorporation or Bylaws, (ii) constitute a violation of, or a breach of or default under, the 
terms of any ofthe contracts set forth on Schedule D hereto or (iii) violate or conflict wfth, or result in any conttavention 
of, any Applicable Law. "Applicable Law" means the General Corporation Law ofthe State of Delaware and those laws, 
mles and regulations ofthe State of New York and those federal laws, rules and regulations of tiie United States of 
America, in each case that, in such counsel's experience, are normally applicable to transactions ofthe type 
contemplated by this Agreement (other than the United States federal securities laws, state securities or blue sky laws, 
antifraud laws and the mles and regulations ofthe Financial Industry Regulatory Autiiorify), 

(iii) (a) To such counsel's knowledge, no Govemmental Approval of a federal court, a New York court or a Delawjoe court 
acting pursuant to General Corporation Law ofthe State of Delaware, which has not been obtained or tak^i and is not in 
full force and effect, is required to authorize, or is required for, the execution or delivery of this Agreement by the 
Corporation or the consummation by the Coiporation ofthe transactions contemplated hereby, and (b) no otiier 
Govemmental Approval, which has not been obtained or taken and is not in full force and effect, is required to authorize, 
or is required for, the execution or delivery of this Agreement by the Corporation or the consummation by the 
Corporation ofthe ttansactions contemplated hereby. "Govemmental Approval" means Juiy consent, approval, license, 
authorization or validation of, or filing, qualification or registration with, any Govemmental Authority required to be 
made or obtained pursuant to Applicable Laws, other than any consent, approval, license, autiiorization, validation, 
filing, qualification or registtation that may have become applicable as a resuft of die involvement of aiy party (other 
than the Corporation) in the ttansactions contemplated by this Agreement or because ofsuch parties' legal or regulatory 
status or because of any other fects specifically pertaining to 
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such parties and "Governmental Authority" means any court, regulatory body, admlnisttative ^ency or govemmental 
body ofthe State of New York or the State of Delaware or tiie United States of America having jurisdiction over the 
Corporation under Applicable Law. 

(iv) The Corporation has been duly incorporated and is validly existing in good standUig under the laws ofthe State of 
Delaware, and has the corporate power and corporate authority to execute and deliver this Agreement mid to 
consummate the ttansactions contemplated hereby. 

(v) The Indenture has been duly authorized, executed and delivered by the Corporation and, assuming die due 
authorization, execution and delivery thereof by the Trustee, is a valid and binding agreement ofthe Corporation, 
enforceable against the Corporation in accordance with its terms. 

(vi) The Notes have been duly authorized and executed by the Corporation and, when duly authenticated by tiie Trustee and 
issued and delivered by the Corporation against payment therefor in accordance with the terms of this Agreement and 
the Indenture, will constitute valid and binding obligations ofthe Corporation entftled to the benefits ofthe indenture 
and enforceable against the Corporation in accordance with their terms. 

(vii) The statements (i) under the caption "Description of Debt Securities" (other than under die caption '*Book-En&y Debt 
Securities") that are included in the Base Prospectus and (ii) under the caption "Description ofthe Notes" in the Pricftig 
Disclosure Package and the Prospectus Supplement, insofar as such statements pinport to summarize ce r t^ provisions 
ofthe Indenture and the Notes, fairfy summarize such provisions in all material respects. 

(viii) The Corporation is not and, solely after giving effect to the offering and sale ofthe Notes and the £̂ >plication ofthe 
proceeds thereof as described in the Prospectus, will not be an "investment company," as such term is defined in the 
Investment Company Act of 1940, as amended. 

You shall also have received a statement of Skadden, Arps, Slate, Meagher & Flom LLP, dated the Closing Date, to the effect that: 

(i) no facts have come to such counsel's attention that have caused such counsel to believe that tiie documents filed by the 
Corporation under the 1934 Act and the 1934 Act Regulations tiiat are incorporated by reference in the Preliminary Prospectus 
Supplement that forms a part ofthe Pricing Disclosure Package and the Prospectus, were not, on their face, appropriately responsive 
in all material respects to the requirements ofthe 1934 Act and the 1934 Act Regulations (except tiiat in each case such counsel need 
not express any view as to the financial statements, schedules and other fmancial information included or incorporated by reference 
therein or excluded therefrom or the Form T-l) (ii) the Registtation Statement, at the 
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Appitcable Time and the Prospectus, as of its date, appeared on their face to be appropriately responsive in all material respects to the 
requirements ofthe 1933 Act and the 1933 Act Rules and Regulations (except that in each case such counsel need not express any 
view as to the financial statements, schedules and other financial information included or incorporated by reference therein or 
excluded therefrom or the Form T-l) and (iii) no facts have come to such counsel's attention that have caused such counsel to believe 
that the Registration Statement, at the Applicable Time, contained an untme statement of a material fact or omitted to state a materia 
fact required to be stated therein or necessary to make the statements therein not misleading, or that the Prospectus, as of its date and 
as of the Closing Date, contained or contains an untme statement of a material fact or omitted or omits to state a material fact 
necessary in order to make the statements therein, in the light ofthe circumstances under which they were made, not misleading 
(except that in each case such counsel need not express any view as to the financial statements, schedules and other financial 
information included or incorporated by reference therein or excluded therefrom or the statements contained in the exhibits to the 
Reigisttation Statement, including the Form T-l), Such counsel shall fiirther state that, in addition, no fects have come to such 
counsel's attention that have caused such counsel to believe that the Pricing Disclosure Package, as ofthe Applicable Time, contained 
an untme statement of a material fact or omitted to state a material fact necessary in order to make the statements therein, in the light 
ofthe circumstances under which they were made, not misleading (except that such counsel need not ejq>ress any view as to the 
financial statements, schedules and other financial information included or incorporated by reference therein or excluded therefrom or 
the statements contained in the exhibits to the Registtation Statement, including the Form T-l). 

In addition, such statement shall confirm that the Prospectus has been filed with the Commission within the time period required by 
Rule 424 ofthe 1933 Act Regulations and any required filing of a Permitted Free Writmg Prospectus pursuant to Rule 433 of tfie 1933 
Act Regulations has been filed with tiie Commission wfthin the time period requhed by Rule 433(d) ofthe 1933 Act R^ufetions. 
Such statement shall fiarther state that the Registtation Statement became effective upon filing under the 1933 Act and, pursuant to 
Section 309 ofthe Trast Indenttire Act of 1939, as amended (the "1939 Act"), the Indenture has been qualified under ttie 1939 Act, 
and that such counsel has been orally advised by the Commission that no stop order suspending the effectiveness ofthe Registration 
Statement has been issued and, to such counsel's knowledge, no proceedings for that purpose have been instituted or are pending or 
threatened by the Commission. 

Skadden, Arps, Slate, Meagher & Flom LLP may state that its opinions in pari^aphs (v) and (vi) are subject to the effects of 
bankmptcy, insolvency, reorganization, moratorium or similar laws affecting creditors' rights generally and by genial principles of 
equity (regardless of whether enforceability is considered in a proceeding in equity or at law). In addition, such counsel may state that 
they have relied as to certain facmal matters on information obtained from public officials, officers and representatives ofthe 
Corporation and tiiat the signatures on all documents examined by them are genuine, assumptions which such counsel have not 
independently verified. 

(g) You shall have received an opinion of Sidley Austin LLP, counsel for the Underwriters, dated tiie Closing Date, with respect 
to the validity ofthe Notes, the Registration Statement, the Pricing Disclosure Package and the Prospectus, as 
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amended or supplemented, and such other related matters as you may require, and the Corporation shall have furnished to 
such counsel such documents as they request for the purpose of enabling them to pass upon such matters. 

(h) On or after the Applicable Time, there shall not have occmred any ofthe following: (i) a suspension or material limitation m 
ttading in securities generally or ofthe securities ofthe Corporation, on the New York Stock Exchange; or (ii) a general 
moratorium on commercial banking activities in New York declared by either Federal or New York State authorities or a 
material disruption in commercial bank'mg services or securities settlement or clearance services in the United States; or (iii) 
the outbreak or escalation of hostilities involving the United States or the declaration by the United States of a national 
emergency or war, if the effect of any such event specified in this subsection (h) in your reasonable judgment makes ft 
impracticable or inadvisable to proceed with tiie public offering or the delivery ofthe Notes on tfie tentns ̂ d in the manner 
contemplated in the Pricing Disclosure Package and the Prospectus, In such event there shall be no Hability on the part of any 
party to any other party except as otherwise provided in Section 7 hereof and except for the expenses to be borne by the 
Corporation as provided in Section 5(i) hereof 

(i) You shall have received a certificate ofthe Chairman ofthe Board, the President, any Vice President, the Secretary or an 
Assistant Secretary and any financial or accounting officer ofthe Corporation, dated the Closing Date, in which such officers, 
to the best of their knowledge after reasonable investigation, shall state that tiie representations ^ d warranties ofthe 
Corporation in this Agreement are ttue and correct as ofthe Closing Date, tiiat the Corporation has complied with all 
agreements and satisfied all conditions on its part to be performed or satisfied at or prior to the Closing Date, that the 
conditions specified in Section 6(c) and Section 6(d) have been satisfied, and that no stop order suspending die effectiveness 
ofthe Registtation Statement has been issued and no proceedings for that purpose have been instituted or are threatened by the 
Commission. 

(j) At the time ofthe execution of this Agreement, you shall have received a letter dated such date, in form and substance 
satisfactory to you, from Deloitte & Touche LLP, the Corporation's independent public accountants, containmg statements 
and information ofthe type ordinarily included in accountants' "comfort letters" to underwriters with respect to the financial 
statements and certain financial information contained or incorporated by reference into the Registration Statement, the 
Pricing Disclosure Package and the Prospectus, including specific references to inquiries regarding any increase in long-term 
debt, decrease in net current assets (defined as curtent assets less current liabilfties) or member's equity, and decrease in 
revenues or net income for the period subsequent to the latest financial statements incorporated by reference in the 
Registration Statement, as of a specified date not more than three business days prior to the date of this Agreement. 
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(k) At the Closing Date, you shall have received from Deloitte & Touche LLP, a letter dated as ofthe Closing Date, to the effect 
that they reaffirm the statements made in the letter ftirnished pursuant to subsection (j) of this Section 6, except that fhe 
specified date referted to shall be not more than three business days prior to the Closing Date, 

The Corporation will fumish you witii such conformed copies ofsuch opinions, certificates, letters and documents as you 
reasonably request. 

7. Indemnification, (a) The Corporation agrees to indemnify and hold harmless each Underwriter, their respective officers and 
directors, and each person, ifany, who controls any Underwriter or within the meaning of Section 15 ofthe 1933 Act, as follows: 

(i) against any and all loss, liability, claim, damage and expense whatsoever arising out of any untme statement or alleged 
untme statement of a material fact contained in tiie Registtation Statement (or any amendment thereto) including the 
Rule 430B Information, or the omission or alleged omission therefrom of a material fact required to be stated therein or 
necessary to make the statements therein not misleading or arising out of any untrue statement or alleged untme 
statement of a material fact contained in the Pricing Disclosure Package, the Prospectus (or any amendment or 
supplement thereto), any Permitted Free Writing Prospectus or any issuer free writing prospectus as defined in Rule 433 
ofthe 1933 Act Regulations, or the omission or allegwl omission therefrom of a material feet necessary in order to make 
the statements therein, in the light of tiie cftcumstances under which tiiey were made, not misleading, unless such 
statement or omission or such alleged st^mwit or omission was made m reliance upon and in conformity witfi wi^ten 
information fumished to the Corporation by the Representatives on behalf of the Underwriters ejqjressly for use m the 
Registtation Statement (or any amendment thereto), the Pricing Disclosure Pack^e, tiie Prospectus (or any eanendment 
or supplement thereto) or any Permitted Free Writmg Prospectus; 

(ii) against any and all loss, liability, claim, damage and expense whatsoever to the extent ofthe aggregate amount paid in 
settlement of any litigation, commenced or threatened, or of any claim whatsoever based upon any such untme statement 
or omission or any such alleged unttue statement or omission, if such settlement is effected with the written consent of 
the Corporation; and 

(iii) against any and all expense whatsoever reasonably incurred in investigating, preparing or defendii^ against any 
litigation, commenced or threatened, or any claim whatsoever based upon any such untme statement or omission, or any 
such alleged unttue statement or omission, to tiie extent that any such expense is not paid under (i) or (ii) of this 
Section 7. 
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In no case shall the Corporation be liable under this indemnity agreement with respect to any claim made against any Underwriter or 
any such conttolling person unless the Corporation shall be notified in writing of tiie nature ofthe claim within a reasone^Ie time after 
the assertion thereof, but failure so to notify the Corporation shall not relieve ft from any liability which it may have otherwise tiian 
under subsections 7(a) and 7(b). The Corporation shall be entitled to participate at its own expense in the defense, or, if ft so elects, 
within a reasonable time after receipt ofsuch notice, to assume the defense of any suft brought to enforce any sudi claim, but If ft so 
elects to assume the defense, such defense shall be conducted by counsel chosen by it and approved by the Underwriter or 
Underwriters or controlling person or persons, or defendant or defendants in any suU so brought, which approval shall not be 
Unreasonably withheld, in any such suit, any Underwriter or any such conttolling person shall have the right to employ its own 
counsel, but the fees and expenses of such counsel shall be at the expense ofsuch Underwriter or such conttollmg person unless (i) the 
Corporation and such Underwriter shall have mutually agreed to the employment ofsuch counsel, or (ii) the named parties to any such 
action (including any impleaded parties) include both such Underwriter or such conttolling person and the Corporation and such 
Underwriter or such controlling person shall have been advised by such counsel that a conflict of interest between the Corporation and 
such Underwriter or such controlling person may arise and for this reason U is not desirable for the same counsel to rq)resent both tiie 
indemnifying party and also the indemnified party (it being understood, however, that the Corporation shall not, in connection with 
any one such action or separate but substantially similar or related actions in the same jurisdiction arising out ofthe same general 
allegations or circumstances, be liable for the reasonable fees and expenses of more than one separate firm of attorneys for all such 
Underwriters and all such conttolling persons, which firm shall be designated in wrfting by you). The Corporation agrees to notify you 
within a reasonable time ofthe assertion of any claim against it, any of its officers or dftectors or any person who controls the 
Corporation within the meaning of Section 15 ofthe 1933 Act, in connection with the sale of tiie Notes. 

(b) Each Underwriter severally agrees that ft will inderrmify and hold harmless the Corporation, its directors and each ofthe 
officers of the Corporation who signed the Registtation Statement and each person, if any, who conttols the Corporation 
within the meaning of Section 15 ofthe 1933 Act to the same extent as the indemnify contdned in subsection (a) of this 
Section, but only with respect to statements or omissions made in the Registtation Statement (or any amendment tiiereto) the 
Pricing Disclosure Package, the Prospectus (or any amendment or supplement thereto) or any Permitted Free Writing 
Prospectus, in reliance upon and in conformity with written information fumished to the Corporation by the Representatives 
on behalf of the Underwriters expressly for use in the Registtation Statement (or any amendment thereto), the Pricing 
Disclosure Package, the Prospectus (or any anendment or supplement thereto) or any Permitted Free Writii^ Prospectus. In 
case any action shall be brought against the Corporation or any person so indemnified based on the Registration Statement (or 
any amendment thereto), the Pricing Disclosure Package, the Prospectus (or any amendment or supplement thereto) or any 
Permitted Free Writing Prospectus and in respect of which indemnity may be sought against any Underwriter, such 
Underwriter shall have the rights and duties given to the Corporation, and the 
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Corporation and each person so indemnified shall have the rights and duties given to the Underwriters, by the provisions of 
subsection (a) of this Section. 

(c) No indemnifying party shall, without the prior written consent ofthe indemnified party, effect any settlement of any pending 
or threatened proceeding in respect of which any indemiufied party is or could have been a party and indemnify could have 
been sought hereunder by such indemnified parfy, unless such settlement includes an unconditional release ofsuch 
indemnified party from all liability on claims that are the subject matter ofsuch proceeding and does not include a statement 
as to or an admission of fault, culpability or a failure to act, by or on behalf of any indemnified party. 

(d) If the indemnification provided for in this Section 7 is unavailable to or insufficient to hold harmless an indenmified party in 
respect of any and all loss, liability, claim, damage and expense whatsoever (or actions m respect thereof) that would 
otherwise have been indemnified under the terms of such indenmity, then each indemnifying party shall conttibute to die 
amount paid or payable by such indemnified party as a resuh ofsuch loss, liability, claim, damage or expense (or actions in 
respect thereof) in such proportion as is appropriate to reflect the relative benefits received by the Corporation on tiie one hand 
and the Underwriters on the other from the offering ofthe Notes. If, however, the allocation provided by the immediately 
preceding sentence is not permitted by applicable law or if tiie indemnified party failed to give tiie notice required above, then 
each indemnifying party shall contribute to such amount paid or payable by such indemmfied party in such proportion as is 
appropriate to reflect not only such relative benefits but also the relative fauft ofthe Corporation on die one hand and the 
Underwriters on the other in cormection with the statements or omissions which resulted in such loss, liabifify, claim, dzunage 
or expense (or actions in respect thereof), as well as any other reievant equitable considerations. "Hie relative b^iefits received 
by the Corporation on the one hand and the Underwriters on the other shall be deemed to be in the same proportion as the total 
net proceeds from the offering (before deducting expenses) received by the Corporation bear to the total compensation 
received by the UnderwrUers in respect ofthe underwriting discount as set forth in the table on tiie cover page ofthe 
Prospectus. The relative fault shall be determined by reference to, among other thmgs, whether the untme or alleged untme 
statement of a material fact or the omission or alleged omission to state a material fact relates to information supplied by the 
Corporation on the one hand or the Underwriters on the other and the parties' relative intent, knowledge, access to information 
and opportunity to correct or prevent such statement or omission. The Corporation and the Underwriters agree that if would 
not be just and equitable if conttibutions pursuant to this Section were determined by pro rata allocation (even if the 
Underwriters were treated as one entity for such purpose) or by any other method of allocation which does not take account of 
the equitable considerations referred to above in this Section. The amount paid or payable by an indemnified parfy as a resuU 
ofthe losses, liabilities, claims, damages or expenses (or actions in respect thereof) referted to above in this Section shaft be 
deemed to include any legal or 
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other expenses reasonably incurred by such indemnified parfy in cormection with investigating or defending any such action 
or claim. Notwithstanding the provisions of this Section, no Underwriter shall be required to confribute any amount in excess 
ofthe amount by which the total price at which the Notes underwritten by it and disttibuted to the public were offered to the 
public exceeds the amount of any damages which such Underwriter has otherwise been required to pay by reason ofsuch 
untme or alleged untrue statement or omission or alleged omission. No person guilty of fraudulent misrepresentation (within 
the meaning of Section 11(f) ofthe 1933 Act) shall be entitied to confribution from any person who was not guilty ofsuch 
fraudulent misrepresentation. The Underwriters' obligations to confribute are several in proportion to their respective 
underwriting obligations and not joint. 

8. Default by One or More ofthe Underwriters, (a) Ifany Underwriter shall defeuU in its obligation to purchase the 2013 Notes or 
the 2018 Notes which it has agreed to purchase hereunder on the Closing Date, you may in your discretion artat^e for you or another 
party or other parties to purchase such 2013 Notes and/or 2018 Notes, as applicable, on the terms contained herein. If within thirty-six 
hours after such defauU by any Underwriter you do not artange for the purchase ofsuch Notes, then the Corporation shall be entitled 
to a fiirther period of thirty-six hours within which to procure another party or other parties satisfactoiy to you to purchase such Notes 
on such terms. In the event that, within the respective prescribed periods, you notify the Corporation that you have so arranged for the 
purchase ofsuch Notes, or tiie Corporation notifies you that it has so arranged for the purchase ofsuch Notes, you or the Corporation 
shall have the right to postpone such Closing Date for a period of not more than seven days, in order to effect whatever chaises may 
thereby be made necessary in the Registtation Statement, the Pricing Disclosure Package or the Prospectus, or in any other documents 
or arrangements, and the Corporation agrees to file promptiy any amendments to the Registtation Statement, the Pricing Disclosure 
Package or the Prospectus which may be required The term "Underwriter" as used in this A^-eement shall include any person 
substituted under this Section with like effect as if such person had originally been a parfy to this Agreement with respect to such 
Notes, 

(b) If, after giving effect to any artangements for the purchase ofthe Notes of a defaulting Underwriter or Underwriters by you or 
the Corporation as provided in subsection (a) above, the aggregate amount ofsuch Notes which remains unpurchased does not 
exceed one-tenth ofthe aggregate amount of all the Notes to be purchased at such Closing Date, then the Corporation shall 
have the right to require each non-defaulting Underwriter to purchase the amount of Notes which such Underwriter agreed to 
purchase hereunder at such Closing Date and, in addition, to require each non-defaulting Underwriter to purchase its pro rata 
share (based on the amount of Notes which such Underwriter agreed to purchase hereunder) ofthe Notes ofsuch defaulting 
Underwriter or Underwriters for which such arrangements have not been made; but nothing herein shall relieve a defaufting 
Underwriter from liabilify for its default, 

(c) If, after giving effect lo any arrangements for the purchase ofthe Notes of a defaulting Underwriter or Underwriters by you or 
the Corporation as provided in 
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subsection (a) above, the aggregate amoimt ofsuch Notes which remains unpurchased exceeds one-tenth ofthe aggregate 
amount of all the Notes to be purchased at such Closing Date, or if the Corporation shall not exercise the right described in 
subsection (b) above to require non-defeulting Underwriters to purchase Notes of a defaulting Underwriter or Underwriters, 
then this Agreement shall thereupon terminate, without liabilify on the part of any non-defeulting Underwriter or the 
Corporation, except for the expenses to be home by the Corporation as provided in Section 5Q) hereof and the indemnity and 
contribution agreement in Section 7 hereof; but nothing herein shall relieve a defauUing Underwriter frwn liability for its 
default. 

9. Representations and Indemnities to Survive Delivery. The respective mdemnities, agreements, representations, "wananties and 
other statements ofthe Corporation or its officers and ofthe several Underwriters set fortii m or made pursuant to this Agreement will 
remain in full force and effect, regardless of any investigation, or statement as to the results thereof, made by or on bdialf of any 
Underwriter or the Corporation, or any of its officers or directors or any conttolling person, and will survive delivery of and payment 
for the Notes. 

10. Reliance on Your Acts. In all dealings hereunder, the Representatives shall act on behalf of each ofthe Underwriters, and tiie 
Corporation shall be entitled to act and rely upon any statement, request, notice or agreement on behalf of any Underwriter made or 
given by the Representatives. 

11. Âo Fiduciary Relationship. The Corporation acknowledges and E^ees tfiat (i) the purchase and sale ofthe Notes pursuant to 
this Agreement is an arm's-length commercial ttansaction between the Corporation on the one hand, and the Underwriters on the other 
hand, (ii) in connection with the offering contemplated hereby and the process leading to such transaction, each Und^^vrita- is and has 
been acting solely as a principal and is not the agent or fiduciary ofthe Corporation or its shareholders, creditors, employees, or any 
other party, (iii) no Underwrfter has assumed or will assume an advisory or fiduciary responsibility in favor ofthe Coiporation with 
respect to the offering contemplated hereby or the process leading thereto (irrespective of whether such Underwriter has advised or is 
currently advising the Corporation on other matters) and no Underwriter has any obligation to the Coiporation with respect to the 
offering contemplated hereby except the obligations expressly set forth in this Agreement, (iv) the Underwriters and their respective 
affiliates may be engaged in a broad range of transactions that involve interests that differ from those ofthe Corporation, and (v) the 
Underwriters have not provided any legal, accounting, regulatory or tax advice with respect to the ttansaction contemplated hereby 
and the Corporation has consulted fts own legal, accounting, regulatory and tax advisors to the extent ft deemed appropriate. 

12. Notices. All communications hereunder will be in writing and, if sent to the Underwriters, will be mailed or telecopied and 
confirmed to Credit Suisse Securfties (USA) LLC, Attti: LCD-IBD. fecsimile number (212) 325-4296, Goldman, Sachs & Co., Attn: 
Registtation Department, facsimile number (212) 902-3000 and Lehman Brothers Inc., Attn: Debt Capital Markets, Global Power 
Group, 745 Seventii Avenue, New York, NY 10019, facsimile number (646) 834-8133 (witii a copy to tfie General Counsel at tiie 
same address) or, if sent to the Corporation, will be mailed or telecopied and confirmed to ft at 526 South Church 
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Street, Charlotte, N.C. 28202, facsimile number (980) 373-3699, attention of Treasurer. Any such communications shall take effect 
upon receipt thereof 

13. Business Day. As used herein, the term "business day" shall mean any day when the Commission's office in Washington, D.C. 
is open for business. 

14. Successors. This Agreement shall inure to the benefit of and be binding upon the Underwriters and the Corporation and their 
respective successors. Nothing expressed or mentioned in this Agreement is intended or shall be constmed to give any person, firm or 
corporation, other than the parties hereto and their respective successors and the conttolling persons, officers and dftectors referted to 
in Section 7 and their respective successors, heirs and legal representatives, any legal or equitable right, remedy or claim under or in 
respect of this Agreement or any provision herein contained; tiiis Agreement and all conditions and provisions hereof being ftitended 
to be and being for the sole and exclusive benefit of tiie parties hereto and their respective successors and said conttolling persons, 
officers and directors and their respective successors, heirs and legal representatives, and for the benefit of no other person, firm or 
corporation. No purchaser of Notes from any Underwriter shall be deemed to be a successor or assign by reason merely ofsuch 
purchase. 

15. Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be deemed to be an original, 
but all of which together shall constitute one and the same instrument. 

16. Applicable Law. This Agreement shall be governed by, and constmed m accordance vrith, the laws ofthe State of New York. 
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If the foregoing is in accordance witii your understanding, kindly sign and retum to us two counterparts hereof, and upon 
confirmation and acceptance by the Underwriters, this letter and such confirmation and acceptance wiH become a binding agreement 
between the Corporation, on the one hand, and each ofthe Underwriters, on the other hand, in accordance with its terms. 

Very tmly yours, 

DUKE ENERGY CORPORATION 

By: Isl M. Allen Cartick 
Name: M. Allen Carrick 
Tftle: Assistant Treasurer 

The foregoing Underwriting Agreement is hereby confirmed and accepted as ofthe date first above written. 

CREDIT SUISSE SECURITIES (USA) LLC 
GOLDMAN, SACHS & CO. 
LEHMAN BROTHERS INC. 

On behalf of each ofthe Underwriters 

CREDIT SUISSE SECURITIES (USA) LLC 

By: /s/Gavin H. Wolfe 
Name: Gavin H. Wolfe 
Title: Managing Director 

GOLDMAN, SACHS & CO. 

/S/ GOLDMAN. SACHS & CO. 
(GOLDMAN, SACHS & CO.) 

LEHMAN BROTHERS INC. 

By: Isl Christopher F. Winchenbaugh 
Name: Christopher F. Winchenbaugh 
TUle: Managing Director 
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SCHEDULEA 

Underwriter 
G M l f S u i ; ^ Securities (USA) LLC 
Goldman, Sachs & Co 
LeftmM Broiftei^s Trie. 
Citigroup Global Markets Inc. 
L^^iQapifelMarkets LLC 
Scoria Capital (USA) Inc. 
Sun Tnist Robinson Humphrey, Inc 

Principal Amount of Principa] Amount of 
2013NotQs to be Purchased 2018 Notes to be Purchased 

67,500,000 

11,875,000 
.1^,875,1300 
11,875,000 

-Yl;^75J)(rQ -

'yi'< 
67,500,000 

11,875,000 

11,875,000 

Total 250.000.000 
A-l 

250,000.000 
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SCHEDULE B 

PRICING DISCLOSURE PACKAGE 

1) Base Prospectus 

2) Preliminary Prospectus Supplement dated June 11, 2008 

3) Permitted Free Writing Prospecttises 

a) Pricing Term Sheet attached as Schedule C hereto 
B-1 
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SCHEDULE C 

Issuer: 

Ratings (Moody's/ S&P): 

Settlement: 

Trade Date: 

Interest Payment Dates: 

Security Description: 

Principal Amount: 

Maturity: 

Coupon: 

Benchmark Treasury: 

Benchmark Treasury Yield: 

Spread to Benchmark Treasury: 

Yield to Maturity: 

Initial Price to Public: 

Redemption Provisions: 

Make-Whole Call: 

Filed pursuant to Rule 433 
June 11, 2008 

Relating to 
Preliminary Prospectus Supplement dated June 11,2008 to 

Prospectus dated October 3̂  2007 
Regisiradon Statement No. 333-146483 

Duke Energy Corporation 
5.65% Senior Notes due 2013 
6.25% Senior Notes due 2018 

Pricing Term Sheet 

Duke Energy Corporation 

Baa2/BBB+ 

June 16, 2008 (T+3) 

June 11, 2008 

Semi-annually on June 15 and December 15, commencmg December 15,2008 

5,65% Senior Notes Due 2013 

$250,000,000 

June 15. 2013 

5.65% 

3.500% due 5/31/2013 

3.496% 

+220 bps 

5.696% 

99.803% per Note 

+40 bps 

6,25% Senior Notes Due 2018 

$250,000,000 

June 15,2018 

6.25% 

3.875% due 5/15/2018 

4,085% 

+220 hps 

6,285% 

99,743% per Note 

+40 bps 
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Denominations: $2,000 or any integral multiple of $1,000 in 
excess thereof 

$2,000 or any integral multiple of 
$1,000 in excess thereof 

CUSIP: 26441CAA3 26441CAB1 

Joint Book-Running Managers: Credit Suisse Securfties (USA) LLC 
Goldman, Sachs & Co. 
Lehman Brothers Inc. 

Co-Managers Citigroup Global Markets Inc. 
Lazard Capital Markets LLC 
Scotia Capital (USA) Inc. 
Sun Tmst Robinson Humphrey, Inc. 

The issuer has filed a registration statement (including a prospectus) with the SEC for the offering to which this communication 
relates. Before you invest, you should read the prospectus in that registration statement and otiier documents the issuer has filed with 
the SEC for more complete information about the issuer and this offering. You may get these documents for free by visftmg EEKJAR 
on the SEC Web site at www.sec.gov. Alternatively, the issuer, any underwriter or any dealer participatmg in the offiMTng will arrange 
to send you die prospecttjs if you request it by calling Credit Suisse Securities (USA) LLC at (800) 221-1037, Goldman, Sachs <fe Co. 
at (866) 47L2526 or Lehman Brothers Inc. toll-free at (888) 603-5847. 
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Schedule D 

1. Fifteenth Supplemental Indenture, dated as of April 3,2006, among the registtant, Duke Energy and JPMorgan Chase Bank, N.A. 
(as successor to Guaranty Tmst Company of New York), as tmstee (the 'Tmstee"), supplementing the Senior Indenture, dated as of 
September I, 1998, between Duke Energy Carolinas, LLC (formerly Duke Energy Corporation) and the Tmstee. 

2. $2,650,000,000 Amended and Restated Credft Agreement, dated as of June 28,2007, amor^ Duke Energy Corporation, Duke 
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc, and Duke Energy Kentucky, Inc., as Bortowers, the 
banks listed therein, Wachovia Bank, National Association, as Admlnisttative Agent, JPMorgan Chase Bank, National Association, 
Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Ltd., 
New York Branch and Credit Suisse, as Co-Documentation Agents, as amended by Amendment No, 1 thereto, dated as of March 10, 
2008. 

D-l 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

This document includes fonArard-looking statem^its wthin fhe meaning cf Section 27A of the Secimtias Act of 1933 and Section 21E of the Securities Exchange Ac^ of 
1934. Fonvard-looking statements are based on management's t}^iefs and assumptiorts. These forwarcMookirig stat^rtents are identified by terms and phrases such as 
"anticipate,' "believe,'' "intend." "estimate," "eifpect," "continue," 'shouad," "coidd," "may," "frism," "prpjetS," 'predid. ' " w V 'potential," "ferecast." 'target,'' and simMar e>pres^ons. 
Fonvard-looking statements involve risks and unc^aint ies that may cause adual r e ^ s to be materially different fftHn the resi4ls predided. Factors that could cause adual 
resulls to differ materially from those indicated in any fonvard^oc^ng statement indude, but are not Rmited lo: 

• State, federal and foreign legislative and regulatory initiatives, including costs of compliance wilh ensting and future eni^ronmentid requirements; 

• Slate, federal and foreign legislative and regulatory initiatives and rulings that affed cost and investmenl recovery or have an impad on rate strudures; 

• Costs and effeds of legal arid administrative proceedings, setflenwnts. investigations and daims; 

• Industrial, commercial and residential growth in Ouke Energy CorptH-aUon's (Duke Energy) ser>m:s territories; 

• Additional compelition in eledric markets and continued industry consolidation; 

• Political and regulatory uncertainty in other countries in which Duke Energy <»nduds business; 

• The influence of weather and other natural phenomena on Ouke Enei^y's <^3erations, including Ihe economic, operiAional and other effects of hunicanes, 'i(x storms. 
droughts and tornados; 

• The timing and extent of changes in commodity prices, interest rates and foreign currency exdiange rales; 

• Unscheduled generation outages, unusud maintenarwe or repairs and elec^c transrsssion system ranstraints; 

• The performance of etedric generation and of projeds undertaken by Duke Energy's noiH«giJated businesses; 

• The results of financing efforts, inducfing Duke Energy's ability to obtain finandng on favorable temns, which can be affeded by various fadors, including D i * e 
Energy's credit ratings and gerieral economic conditions; 

• Dedines in the market prices of equily securities and resultant cash funding requiremenls for Duke E n w g / s defined benefit pension pis is; 

• The level of creditworthiness of counterparties to Ouke Energy's transadions; 

• Employee workforce fadors, induding the potentiat inability to atlrad and retain key personnel; 

• Growth in opportunities for Duke Energy's business units, induding Ihe timing and success of efforts to develop domestic and intemaSonal power and ottwr projeds; 

• The effed of accounting pronouncements issued periocSc^ly t>y accounting standard-seeing ttocHes; and 

Source : Duke Energy Holding , 10-Q, M a y 09 , 2008 



• The abiiity to successfully complete merger, acx)uisition or divestiture plans. 
In light of these risks, uncertainties and assumptions. Ihe events described in tfie fonvard-looking statements might not occur or m i ^ occur to a cfiffsrera extwrt or at a 

different time than Duke Energy has described. Ouke Energy undert^es no obUgation to puUidy update or revise any lonward-looldng statemails. whe#ier as a rest* of new 
information, future events or otherwise. 

Source: Duke Energy Holding . 10-Q, May 09, 2008 
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DKME ENERGY CORPORATION 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Unaudited) 
(in millions, except per-share amounts) 

I teml . Financial Statements. 

Ttvee Months Ended 
March 31. 

2003 2007 
OperSLbng ReSrenues 

Regulated eledric 
t^orHegul^ed ̂ edric; nature gas and other 
Regulated natural gas 

$ 2.233 $ 2,052 
. 7AX '644 

357 339 
Jg^;^?gg^n3 revemies ẑ m^ 4,036 

Operating Expenses 
Fu^ iised in eledrlc^nei^on and purchased power 
Cost of natural gas and coal sold 
O^i^tiori; rflaH#e^^weand:ottier 
Depreciation and arriOTtizatiofi 

>r i ' : - . ' - i * " ^ 

ssi 'a2p 
279 260 

413 433 
•••^Prpflii^jartd^a^i^JEax^':;-::;: / ' 

Total operatinq expenses 
Gainsltt6ss«sJicwhSa4s^of OtherAssets and Otf»r, net -
Operatinq income 
Otiier fndomeî and Expenses 

Equily in eamings of unconsolidated affiliates 
OUterinooina and expenses, net; 

Total other income and expenses 
Interest Eiqiense 
Minorrty Interest Eiqiense 
incoftie Fnim Ci^itlnuing Operations Before income Taxes 
Income Tax Expense from Continuing Operations 
Income From Continuing Operations 
Income From Discontinued Operations, net of tax 
Netlncbrtie 

-(, ' ^ii.'sA.i^'^i *<., 

^~ • K ^ ' ^ ^ ^ % ^ . ^ i 

'"•' 

' "-. 

' - .̂%2f« " ' -:>"', 

, ^ ^ ^Y^-.-

'^^^^^mi^f 

^ 

y-j -"r t ' \ 

','-%. 

» 

" 

' '̂  

: ^ ^ ^ M ^ ' ^ ^ ^ ^ W ¥ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ , - i ^ ^ ^ 

^y:f ' u ^ ^ ^ ' ^ ^ ^ m . 

^ i : ^ 
. J ' . . u , ' - • 

-w-^4s?>>-i^rrr^">^' 

2,604 2.436 
. • • ^ v * H . ^ . ^ ^ P f ) 

751 588 

43 19 

117 53 
182.: •• 163 

1 2 
• • 685' • 476 

222 139 
46i ' 337 

2 20 
$^^= '4^ - - . i ^ ^^357 

Common Stock Data 
Weighted-average shares outstanding 

Basic 
Diluted. 

Earnings per share (from continuing operations) 
Ba^c 
Diluted 

Earnings per share (from discontinued operattons) 
Basic 
Diluted: 

Eamings per share 
Basic 
Diluted 

Dividends per share 

See Notes to Unaudited Consdidated Hnancial SUit^nents 

3 

1.263 
, . rj.2B7ft; 

S 0.37 

s — 

1.257 

•fif 
$ 0.01 

5 0.37 $ 0.28 

Source: Duke Energy Holding . 10-Q, May 09, 2008 
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DUKE ENERGY CORPORATION 
CONSOLIDATED BALANCE SHEETS 

(Unaudited) 
(In millions) 

March 31, 
2008 

Dec«nber31. 
2007 

ASSETS 
Current Assets 
Cash arKicashequivalents 
Short-term investments 
Ri^G€»v^b^4n^ Of altowance for.doubtful acccHintstrf$57 af Mardt 31, 
2008 and $67 at December 31, 2D07) 
InvenfeflV / 
Assets held for sale 
Qthi&iv- - ::> :, .• . 

'• ^%>IH Ai-'m 

437 

^•i' '̂̂ ^>':... j ^ 

1,652 ^767 

2 2 

Total current assets 4,207 

710 

4,916 
lnv:estnit<utts4MGl;O0ier Assets 
Investmerrts in unconsolidated affiliates 
Ncid^^<:le<3(^r^s^Ctf\trig trust funds 
Goodwill 
lnla«#^es^a^ 
Notes receivable 
AS^et^igSlimr^iate: 
Other 

^5"v^^ 

4.650 4,642 

145 153 

3 144 2.944 
B^ejEjjhiv^tm^saod-otherassets ^ ? ; . r k - ^ ^ > ^ ' . ^ ^ " " ° ^ • ^ :# f ^^ i ^ l «^^^ 'A> . ' " ° "11^ 

Property, Plant and Equipment 

Less accumulated depredation and arrwrlization 
i , KC '"^ «,'*=''IS' 'V '* '<^ , I U l ' E ^ " i ' 

15 626 14.946 
MgEprbpaiy^ plant and eqcapment x 3 ^ : r . . - ' ' '^ ' - i^ ' ^ i m z i itrU^-/ '•̂ 31,110 

Regulatory Assets and Deferred Debits 
Deferlttd d^trt expense 
Reguialory assets related to income taxes 
Other ^:-,, 

568 552 

Total regulatory assets and deferred dibits 2.548 2 461 
TiaalASsetS" L.. . • t . S ^ f ' ^ ^ ' : ' ' ^ . : i , ~ ^ ^686 

See fJotes to Unaudited Consolidated Finandsd Statements 

4 
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OUKE ENERGY CORPORATION 
CONSOUDATED BALANCE SHEETS—(Continued) 

(Unaudited) 
(In millions, except per-share amounts) 

Mardi31. December 31, 
_ ^ 2008 2007 

687 742 

168 145 

1.332 

UABIUTIES AND COMMON STOCKHOLDERS* EQUITY 
Current Liabilities 
Ao66uhts payat4e 
Notes payable and commercial paper 
TaKes'-gK*r«^ „•• i '\ 
Interest accrued 
Uafoiti€!s^ass6dated with assets held for sale 
Cun-ent maturities ol long-term debl 
O t h e r ; : .. 

1526 

Total current liabilities 4.931 5 698 
LoBg?'tenn#ebt: '9:488 
Deferred Credits and Other Liabilities 
Deferred indiftie taxes 
Investment tax credils 
Lia^ttie^assodE^ed with assets held for sate 
Assel retirement oWigalions 
Cttbe*... 

' ' 4,743 
158 

2,392 

4,^1 
161 

3 
2.351 

Total deferred aeoils and olher li^Mlitics 13,039 

185 

13.110 
Cwnntilnnent^fihd Contingonclos 
Minority Interests 

^rt- jpi^t,*-^ 
181 

Commdn^:S*dcklidWeirs^E<,^Ui^--H^?-I^^^^ 
Common Stock, $0,001 par value, 2 billion shares authorized-1.264 million and 1,262 million shares outstaiding at Mardi 31, 2008 and 

December 31. 20D7. respc^vely 
AddiliOnEtf-paidMncapital - ^ . ' - „ ^ . . . " 4 ^ ' " X^'--:»-^€^^%>^sW^1^ii^ 'H 
Retained earnings 1,574 
Accumulated oUterComprehensiveloss ; '̂ 1̂ 1.-»*̂ SP ".V A ^ T-t"- "i '^m^^^t^^.^^Wm. 

Total common stodcholders' equitv 
Total! 

21409 

1 

398 

m} 
199 urtv i'-^s ' (% .^^^ . . . v»^4ir?HY-''iw " 

See Notes to Unaudited Consdidated Financial Statements 
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DUKE ENERGY CORPORATION 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 
(In mil l ions) 

Three Mtonths Ended 
March 31. 

2008 

Net income 
Adjifttrrte^s'^recbricflei)^in«rr»totie*c^ - ' s^"" "^^ ' " f 

Depreciation and amoriazaiiQn (induding amortizatron of nudear fuefj 
.:(Q«M;̂ fW):losses on s^es of other a s s ^ ' 
Deferred income taxes 
Minon^lr i te i^ 
Equity in eamings of unconsdidated afHIiates 
(Indraase) decrease In 

Net realized Mid unrealized mark-to-maricet and hedging transactions 
Bac^\^btes 
Inventory 

. !©te»;ciJR5a^:a^^ - -
Increase (decrease) in 

Taxes aco-ued 
Ot^ : ;Qwr^ ira^lities 

Other, assets 
OMiBT̂ j 

$ 465 $ 

452 

14 

(43) 

66 

10 

78 

2007^ 

357 

4€1 
: ' 1 5 : 

23 
2 

(19) 

209 

15 

( 2 5 ^ 
20 

116 
5ea 

Net cash provided by operating adivities 1,012 907 
CASH FtOWS:FR0« INVESTING A C n V t l ] ^ 

Capital expenditures 
Investment e^iCTditures ;> " ^ 
Purchases of available-for-sale securities 
PrpceKis from s^es gind maturRtes cf ava8^e-1or-s^ seoaffl^ 
Net proceeds from the sales of other assets and sales of aid cc^edions on notes receivable 
Settlement of net jnvestnieht hedges ar^l otfier investing derî îfives 
Purdiases of emission sJlowances 
Sale? ̂ enMSS40fi allowances 
Change in restrided cash 
aner V ' " . ' 

• ' -r- 'Xi u '^^i^'i '-^ 'Y 

ji^A^'fe-'t' 
Net cash used in investing activities Jl^SZSL m i CASH FLOWS FROM FINANCING ACTIWHES • 

Proceeds from the: 
;lsSUance of long-tenn debt 
Issuance of common slock related to employee benefit fAans 

. :l^aynientstOTthe.rec|er!iptiOnoftong-t^ ' 
Notes payable and commera^ paper 
Oistlibutioftito n«nority interests 
Contributions from minority interests 
Cash tSstribwted.tp Spec^^Energy 
DividerKis paid 

: Other 

8 9 
. : ' ' I r ^ ^ ^ k I* S ; - / <370) 

(61) 323 
. - ' ^ i l ' ^ ,% .̂. , ( 1 ^ 

3 47 
(395) 
(265) 

27 Net cash provided by (used in) financing activities cingacBV 
Charigestiri cash and.dash equtvcdents indu(»<jl In assets h^d fw s^e 
Net decrease in cash and cash equivalents 
dash ia(rid:Cash »qdiYa^its atbegteKring of period 

j m . 
(378) 

•^-^ 948 
Cash and cash equivalents at end of period $ 6 4 2 $ 570 

SupfJihki^entarorsclostires: 
Significant non-cash transadions 

Distribution of Spedra:Eriefigy to shareboWws 
Accrued caprtal expendrtures 

-̂ ''̂ ^ ^ h ' > , i ^ , X ?S. 4.200 
$ 279 $ 199 

See Notes lo Unaudited Consdidated Rnandal Statements 

Source: Duke Energy Holding , 10-Q. May 09,2008 
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DUKE ENERGY CORPORATION 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS' EQUITY 

AND COMPREHENSIVE INCOME 
(Unaudited) 
(In millions) 

Acojmulated Olher 
CompreherHi\re Income (Loss) 

Common Additional Foreign 
Stock Common Paid-in Retained Currency 

Shares Stock Capital Eamings Adji^ments 

Net Gains 
(Losses) on 
Cash Flow 

JMT $ ' ^ - 1 y m S S 4 $ 5 , ^ $ . " 9 4 9 ^ ^ T H ' ^ ta^^^^^^ggt fg^g. ; 

SFAS 
No. 156 

OUwr Ai^srtment Total 
Balance December 31. 2006 

Net income 
Other Gomprehensiva Income 

Foreign currency translation adjustments 
Net unrealized g^rts oh cash flow 

hedgfest^* 
Redassification into earnings from cash flow 

hedges!'') 
SFAS lNto.1 SB amortization ; 
Other 

Tolal:CCtmp^tbeR5ive income 
Adoption of FiN 48 
Ad t ^dn i t r fSFASNo. 15«—measufsmwrtdsrte 
/prtftriaQnt<fl.:, 
Distribution of Spedra Energy to shareholders 
K-jidenid rethwestmerrt a i d employee bwiefils 

— 357 

- (25) 

- (4©)-
- (4,581) 

, t4 —^ 
(1,156) 

— — — 357 

„ _ _ 36 

<3> - _ - (3) 

— 1 15 16 

— — — (25) 

6 — 136 (5.595) 

Common stock dividends 
Balance March 31.2007 _ _ 1.259 $ 

— — (2651 
1 £ -19.888 £ 1.098 S (1711 $ 

- - - f265) 
f3ai * 3 s ' '^ i i2rr*s.2o:«34 

BalaiiceD6cember31.20D7 • 1.2S2 l I r S -19.933-$ 1.398- $ . '17\ $ f̂S41 ^J«-r^2"-.*-^n'^4f.i®rr2^:^fl9 
Net income 
Other Comprehensive Income 

Foreign currency translation adjustments 
N^ unrealized Icrases dn cash flow f̂ edgeŝ ®' 
Redassification into earnings from cash flow 

hedges'*'* 
SPAS No. 156 amortization 
Unrealized loss on investments in auction rate 

securities'*̂ * 
Total comprehenave tncorne ^ 

Dividend reinvestment and employee benefits 
Common stock dividends 
Addition^ amounts related to the spin-off of Spedra 

Energy ^ ___^ 

— 465 
• * - - ? . , " , *E ^ ' X ' 

38 

465 

38 
^ rJ^<S'\P»-^^'^:^'^'^^iK^A^M 

' I - . ^ J 
1 — — 1 

16 

- (12) - sm 
(278) 

16 

ill) 
Balance March 3 1 . 2008 1.264 S 1 ^ 19.949 t 1.574 S 31 s f63i'- ^'rtov-'^s?'' .^mv'•'t1^Jm£ 

(a) Net unrealized gains (losses) on cash flow hedges, nel of $6 tax benefit in 2008 and $2 tax expense in 2007. 

(b) Redassification into earnings from cash flow hedges, net of $1 tax expense in 2008 and $1 tax benefrt in 2007. 

(c) Net of S3 lax benefit in 2008. See Note 19 to the ConsoTidated Finandal Statements lor further infonnation. 

(d) Net of $3 lax benefit in 2007. 

See Notes to Unaudited C<Mi$orid£rted Rnandal Statements 
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DUKE ENERGY CORPORATION 
Notes To Unaudited Consol idated Financial Statements 

1. Basis of Presentat ion 
Nature of Operations and Basis of Consolidation. Duke Energy Corporation (a^tectively vwth ils subsidiaries, Duke Energy) is an e n e ^ company located in tbe 

Americas. These Unaucftied Consofldaled Rnancial Statements indude, after ̂ minating intarcompany transactions and balances, the accounts of Duke Energy and afl 
majority-owned subsidiaries where Duke Energy has contrd and those variedile interest entities where Duke Energy is the primary benefidary. These Consoydated Rnancial 
Statements ĝ so refled Duke Energy's proportionate share of certain generation and transmission fadlities in South Canslina. OWo. IrKfiana and Kertucky. 

On January 2, 2O07, Duke Energy completed the spin-off of its natural gas businesses (Spedra Energy Coip (Spectra Energy)), including ils whcfly-owned subsidiary 
Spedra Energy Capital, LLC (Spedra Energy CapBtal. fonnerly Duke Capital LLC), Induding Duke Ene^jy's 50% interest in DCP MidsU«am. LLC (DCP Midstream, formedy 
Duke Energy Field Services. LLC), to sharehcWers. Ass^s and liabilities of entities induded in the spin-off of Spedra Energy were transferred from Dufce ̂ ergy on a hisloncal 
cost basis on the date of the spin-off transaction. No gain or loss was recognized on tfw distribution of these c )̂erations to CKike Energy sharehoMera. Approximat^y $20.5 
li^lion of assets, $14.9 billion of liabilities (which indited approxlmat^y $8.6 iMon of debt) ar«j $5.6 btllion of common stoddukJers' equity (whldi induded apprtmmalety $1.0 
Ijillion of accumulated other comprehen^ve income (AOCI)) were distributed from Ouke Energy as of the date of the spirvoff. As discussed further in f>kite 7, pur»iant to ttte 
terms of convertit^e notes outstanding at Ihe date of tiie spin-off, Duke Energy distributed approximately 2 nritlion shares of Spedra Energy common slodcto the holders of Ihe 
convertible notes, resulting in a pre-taxchergeof approximately $21 nvllionduringthethr«e months ended March 31.2007. In addition, as discussed in Nrrte IB, a reduction in 
income tax expense of approximately $22 irvHion was also recorded during the ttiree months ended March 31.2007 due lo a reductic»i in the unitary slate tax rate in 2007 as a 
result of the spin-off of Spedra Energy. 

These Consolidated Finandal Statements have been prepared in accordance with generally accepted accounting iMindffes (GAAP) in the United Statesi^AjDerica (U.S.) 
for interim finandal information and wilh Ihe instiudions to Fomi 10-Q and Regulrfion S-X. AcKwdingly. Ihese Consdid^ed Rnandrf Statemwrts do not indude aB of the 
information and footrKiies required by GAAP fw annual finand^ statements. Because the interim Consofidated Financial Statements aid Notes do not indude ̂  of the 
information and footnotes required by GAAP ttir annu^ finandal ^atements, tfie Consoydated Finandal Stati^nents arid other Information tnchJded in this qi^rterly r^xxt 
should be read in conjunction uwth the Consc îdated Finand^ Statemenls and Notes in Duke Energy's Form 10-K for the year ended December 31, 2007. 

These Consdidated Finandal Stalements rdled ^ normal recurring adjustments that are, in tiie opinion of maiagsnent, necessary to fairly |»%s»it Duke Energy's 
tinandal position and results of operations. Amounts repwted HI the interim Consdidated Slatemerrts of Operations are not necessary iricGcaUye of amoimts elected-fc^* ttie 
respedive annual periods due lo the effeds of seasonal temperature variations on energy consumption, the timing of mantenanoe on el^irn: generating u^ls, d i a n j ^ in 
mark-to-market valuations, changing commodity prices and other fadors. 

Use of Estimates. Jo conform wilh GAAP in the U.S.. managem^t makes estimates and assimiptions that affect Ihe amounts reported in the ConsotidsAed Finandal 
Statements and Notes, Although these estimates are based on management's best avail^}le knoiMedga at ttw time, adual results could diff^. 

Reclassifications. Certain prior period amounts on the Consolidated Balance Sheets have tieen radas^ed in connectran wth the adoption of Finand^ Accounting 
Standards Board (FASB) Staff Position (FSP) No. FIN 39-1, 'Amendment of FASB hterpretation Ato. 39, Offset^ng of Amounts Related to Certam Omtracts," (FSP No. FIN 
39-1) on January 1, 2008, as discussed below, the effeds of which require reti^spedive application to the Consolidated B^»ice Sheets. 

Netting of Cash Collateral and Derivative Assets and Liabilrties Under Master Netting Arrangements. On January 1, 2008, Duke Energy adopted FSP No. FIN 
39-1 In acconjance with FSP No. FIN 39-1. Duke Energy offsets fair v^ue amounts (or amounts tiiat ^proximate fair v^ue) recognized on its Consdidated Balance Sheets 
related lo cash collateral amounts receivable OT payable against fair value amounts recognized for derivative Instnjments executed with tiie S£Hne counterparty undo* the same 
master netting agreement. Prior to the adoption of FSP No. FIN 39-1. Duke Energy offset the fair value amounts recognized for dwivative instruments executed with tiie same 
counterparty under the same master netting agreement in accordance with FIN 39, 'OffseWng of Amounts Related to Certain Ctmtracts.' but pressed cash cdlat«^on a 
gross basis within the Consolidated Balance Sheets. A( March 31,2008 and December 31, 2007, Duke Energy had receivables related to the rJgW to red^m cash cdlateraj of 
approximately $16 rrHllion and $5 motion, respedively, and had payat)les related to (ligations lo return cash cdlateral ol approximately $34 miHion and an immat^Ed amount. 
respedively, that have been offset against net derivative positions in tiie Consolidated Balance Sheets. Duke Energy had inwiate-

Source: Duke Energy Holding , 10-Q, May 09, 2008 
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DUKE ENERGY CORPORATION 
Notes To Unaudited Consolidated Financial Statements—(Continued) 

rial cash collaleral receivables under master netting arrangements that have not been offset against net derivative positions at Mardi 31. 2008 and OecerTdier 31. ^ 0 7 , 
respedively. Ouke Energy had an immaterial amount of cash coUateral payal^es under master netting arrangements Ihat have not be«i offset agansi nel derivative posttions at 
March 31, 200B and December 31, 2007. 

Unbilled Revenue. Revenues on sales of ̂ edridty and gas are recogrvzed when the servir^ is provkied. Unbilled revenues are estimated by anHying m av^age 
revenue per kilowatt hour or per thousand cubic feet (Md) for aH customers dasses lo the number of estimate kilowatt hours or Mcfs delivered but ni^ biled. The amount of 
unbilled revenues can vary signiticanUy period to period as a result of fadc»rs Induding seasons^y. we^er, arstomer usage pattems and customa* mix. UnlnUed revenues, 
which are recorded as Receivables in Duke Energy's Consolidated Balance Sheets at March 31.2008 and December 31, 2007, were approidmsAely $340 miHion and $380 
million, respedively. 

2. Business Segments 
Duke Energy operates the following business segments. whk:h are ail considered reportable business segments under SMement of Finandal Accounting Standards 

(SFAS) No. 131. 'Disclosures about Segments of an Enterprise and Related Informatior)': U.S. Frandiised Eledric and Gas (whidi consists of the regt4aled operations Gf Ouke 
Energy Carolinas. LLC (Duke Energy Caroltnas), Ouke Energy Ohio, Ina (Duke Enwgy Ohio), Ouke Energy Indiana, Inc (Duke Energy Indiana) and Duke Energy Kentucky, 
Inc. (Duke Energy Kentucky)), Commerdal Power, International Energy and Creswnt. whwh reptfesenls Ouke Energy's effective 50% intere^ in ttie Crescerrt JV. Duke 
Energy's chief operating dedsion maker regulariy reviews finarw4£d information atKmt each of these business units in dedding how to aUocate resources and equate 
performance. There is no aggregation within Duke Energy's definwl busines segments. 

The remainder o( Duke Energ/s operalions is presented as Olher. VWî e it is not considered a business segment. Other primarRy indudes certan unaltocaled coiporale 
cosls, Bison Insurance Company LimHed (Bison). Duke Energy's whdiy-owned. c£^ve insurance SLd3SJdlary, and DukeNet Communications, LLC and rdated 
telecommunications businesses. Additionally. Other indudes the remairang portion trf the former Duke Energy North Anwrica (Da*4A) Iwstnesses that were not disposed or 
transferred fo Commerd^ Power, primarify Ouke Energy TraiSng and Marketing. LLC (DETM). which management is currentiy in the process e* mnding dowi. 

Duke Energy's reportable segments offer different produds and services and are managed separately as business ur)^. Accounting prides for Duke Energy's segments 
are the same as those described in the Notes to the Consolidated Rnandal StateiTKr^ in Duke Energy's Annual Report on Fonn 10-K for the yesH* aided D«»mber 31, 2007. 
Management evaluates segment perfomistfice based on eamings before interest and taxes fram osntinuing op^ations. after deducting minority mterest eiQp»)se r^ded to 
those profits (EBIT). On a segment basis, EBIT exdudes discontinued operations, r^^resefds ali proSHs from continuing opa^diims (txith operating and non-opereding) before 
deducting interest and taxes, and is net of the minority inta^st expense refaled to those pn^s. 

Cash, cash equivalents and short-lerm investments are managed centrally by ^ k e Energy, so the assodated realized and unreE^edgans and losses frcMnfor^n 
currency transactions and interest and dividend income on those balances are exduded from the segments' EBIT. 

Source: Duke Energy Holding , 10-Q, May 09,2008 
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Segment EBIT indudes transadions between reportable segments. 

Business Segment Data («) 

Three Moitths Ended March 31,2008 
U.S. Frandiised Electric and Gas 
Commerdalpbwer 
Intemational Energy 
Crescerrt 

Total reportable segments 
Ottier. 
Eliminations 

Interest income and otiierO') 
.̂1otal:B®^sb^ated> : 

Three Months Ended March 31. 2007 
U.s: Franchised EledriGand Gas 
Commerdal Power 
Intemati'onEd Energy 
Crescent 

Tolal reportable segments 
Other 
Eliminations 
Interest e i^nse 
Interest income and other*''' 

Tot^ consotidalad 

Unaffiliated 
Revenues 

$2,595 
447 
289 

3.331 
^ 6 

$2,394* 
377 
24S 

3,016 
19 

MM 

Intersegment 
Revenues 

9 

(24) 

$ ^:^ 

; \ <i 

.. ^ . 

3 

""-
—̂ 
8 

17 
(25) 

~., 
zz 

Totai 
Revenues 

Segment EBIT; 
Consolidated Income 

From Continuing 
Opar^ions Before 

IncfHne Taxes 

2.601 
' 4 5 0 

289 

(inmiUlons) 

3 

3.340 
^̂ 21 
(24) 

%. 2.399 
380 
245 

3;024 
36 

(25) 

637 
148 
114 

2 

• • : . ' ^ ^ 

M ^ -̂ ^ 

: r : •• 

* ' •^ , ' 

. > ' ' - ' ' 

^ ^ N ' ^ . 

899 

46 

:^.~m^. 
574 

13 
. ,94 

2 
•683 

(84) 

(163| 
40-

^ 

Depreciation and 
Atnwtization 

332 
43 
21 

$ . 

:'17 

. ^ i i ^ l ^ ^ i ^ 
^ 1 

41 
' 18 

'420 
13 

433 

(a) Segment residts exdude resulls of entities dassitied as discontinued operations. 

(b) Other within Interest Income and Other indudes foreign currency transaction g£Hns and losses. 
Segment assets in tfie fiMlowing table exdude all intercompany assels. 

Segment Assets 

U:S. Franchised Eledric and Gas 
Commerd^ Power 
International Enerigy 
Crescent 

Total reportat^es®gn»nts 
Other 
RedassificatiOrKl̂ ) . 

Total consolidated assets 

^ . • S i 

• ^ - ^ • ^ • 

iS*i= 

„ ' >.\ 

March 31, December 31, 
2007 

(ill miWons) 

208 206 

>^i'. 

2.704 

$49.647 

2.970 

49.686 

(a) Primarily represents redassification of federal tax bsrfances in consc4idatioa 

ID 

Source: Duke Energy Holding , 10-Q, May 09,2008 
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3. Acquisitions and Dispositions 
Acquisitions. Duke Energy consdidates assets and batiitities from acquisitions as of the purdiase date and indudes earnings from acquisitions in consoKdaled earnings 

after the purchase date. Assets acquired and liabilities assumed are recorded at estimated fair values on the purchase dale. The purchase price tranus Uie estimated far vaiue 
of Ihe acquired assets and liabilities meeting ihe definition of a business as defined in Emerging Issues Task Force (EfTF) Issue No. 98-3, 'D^&n^ning Whetfiera 
Nonmonetary Transaction Invcdves Receipt of Productive Assefs or of a Business is recwded as goo*iwB. The allocation of the purchase price may be adjured if additional, 
requested information is received during the aHocation period, which generdly does not ex^ed one year from the consummation dale; however, it may be kmger for certan 
income tax items. 

In May 2007, Ouke Energy acquired Ihe wind power dev^opment assets of Ene^y Investor Funds from Tierra Energy. The purchase induded more than 1.000 
megawatts (MW) of wind assels in various stages of development in the Westem and Souttiwestwn U.S. and supports Duke Eneiigy's strategy to increase its inweshnenl in 
renew^e energy. A significant portion of the purchase price was for Intangible assets. Three of tfie devek>pment projeds, totaling appro>imately 240 MW, are located tn Texas 
and Wyoming and are antidpaled to be in commerd^ operation in lale 2008 or 2009. Duke Energy antidpfrtes total capital expenditwes of appronmat^y $430 miltion through 
Z009 to complete (he first three projeds. 

Dispositions. In December 2006, Ouke Energy Indiana agreed to scM one unit of its Wabash f^ver Power Station (Unit 1) to W îtiash V^ley Power Assodation Inc. 
(WVPA). The sale was approved by the Indiana Utili^ Regulatory Commission (lURC). ttw Federsd Energy Regulatory CtMnmisaon (FERC), tiie Federsd Trade Commisrfan 
(FTC) and the U.S. Department of Justice (DOJ) during 2007. OnOecranberSI, 2007. OukeEnergy IncBana received proceeds of approramately $114 million, which was 
equivalenttothenet book value of Unit 1 at the time of sale. Since, pursuant to tfie terms of the punirhase and sEde agreement, tiie effective date (^ t l ^ ssde was January 1, 
2008, tfie assets of Unit 1 were refleded as Assets Held for Sate witiiin Investments and C^her Assrts on the Constrfidgrted BEdance Sheets at December 31, 2007 and a 
corresponding liatMlity equal to the cash received was induded in Uabiltties Assodated with Assets Held for Sde within Current UabHities on ttie ConsoGd^ed Balance Sheets 
at December 31. 2007. Since the sales price was equal to Ihe nel bode v^ue of Unit 1 at the transaction dale, no gain or loss was recognized mtt iAs^e. The sale was 
completed on January 1, 2008. 

For the three months ended March 31, 2008. the ssAe of other assels resulted in approximat^y $21 miWon in proceeds and net pre-tax gair^ of $18 miHion recorded in 
Gains (Losses) on Sales of Other Assets and Other, nel on the Consdid^ed Statements of Op^atiwis. This amount primarHy r^^des to Commerd^ Power's gains on sales of 
enussicHi aHowances. 

For (fja three months ended Maroh 31.2007, Ihe sale of other assets resuKed in approximalety $25 n^on in proo^ds and n ^ pre-tsec tosses of $11 milion recorded in 
Gains (Loss^) on SÊ es of Olher Assets and Other, nel on the Consolidated Stalem^its of Operations. This amounl primarify rdates to Comm^dal Pow^s losses on sales of 
emission allowances. 

See Note 11 for dispositions rdated to discontinued operations. 

4. Earnings Per Common Sliare (EPS) 
Basic EPS is computed by dividing net income t^ the we^fUed-average numtier of common shares outstanding during ttie period. Diluted EPS is cominited tiy dividing 

nel income, as adjusted, by the diluted weighted-average number of common shades outstanding during the period. Diluted EPS reflects the potential ifilution that coidd occur if 
securities or other agreements to issue common stock, such as slock options, stock-based performance unit awante, phantom stock awards and contingentiy ttwivertible d^rt. 
were exercised, settled or converted inlo common stock. 

I I 

Source; Duke Energy Holding . 10-Q. May 09, 2008 
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The fdlowing table illustrates Duke Energy's basic and diluted EPS cafcufertions and reco/>dtes the weighted-average number of common shares outstanding to the diuted 

weighted-average number of common shares outstanding for the three months ended March 31. 2008 and 2007. 

Averse 
Income Shares EPS 

fin mlOJons, excMit per^hara amotnits) 
Threel«oirths-EndedMaKh31.-200« ^' . ---- . , ^ ^ - , ^ ^ - > . - ^ . * ^ " ' k ^ ^ ^ ^ i ^ m ^ m m ^ ; ^ 
Income from continuing operations—basic S 463 1,263 $ 0.37 
Effeoi:of:di1utiwe-securities:- ^ ' . . - ,̂  -V' v ' " ^ . * * ' \ ^ ^%€e^« ' ^^ l ^ ^%«f ' - ^ ^^ 

Stock options, phantom, performance and unvested stock ' 4 
Incbriie from, continuing operations--dSuted ~ . . -' $"-'̂ ''-^46^ , " ' ^ ĝ - : ^ f^ES-^^'A'vJS^^'s^lSt 
Three Months Ended March 31, 2007 
Indime froni contiriLflngoperaticMis—iasic $ ' 337, • " 1,25? - . • ^ . ^ i ^ ' ^ %•' S^7 
Effect ol dilutive securities: 

Stjbek:^oris,ptefitom, p6rfcirnianceaBdtHBffirtBdst«*: .- Z . '6 / ' ^ , vri:"- '---
Contingently convertible debt — " 5 

Income frtnii rantinuing op̂ -ations—<ftltrfed $ •'33?' ;a;a66 4$.' '. 5.27 
As of March 31, 2008 and 2007, ̂ proximately 15 irvUion and 13million. respedively. of slodt options and perfonnance, pfiantomand unvested stock awards were nol 

induded in Ihe "effect of dilutive secunties" in the above t ^ e because eAher the i i^on exercise pnces vtere greater than Ihe average market pn(% (A the (XHTHÎ MI ̂ leu^es 
during those periods, or perfonnance measures i^ated lo the awards had r̂ A ysA been met. 

5. Stock-Based Compensation 
Duke Energy accounts for stock-based compensation under the provisicms of SFAS No. 123(R), 'Share-Based Paymenr (SFAS No. 123(R)). SFAS No. 123(R) 

est^ishes accounting for stock-based awards exchanged for employee and certain nonemployee servk^s. A&»)r<tingly, for empbyee awards, equily dassified stock-based 
compensation cost is measured at the grant date, based on the fair value of the award, arKl is recognized as expense oi«f ffre nsqtrJste servioe period. 

Duke Energy recorded pre-tax stock-based compensation expense induded in Income From Continuing Operations for each of the three nxwiths ended Mardi 31,2008 
and 2007 as fdlows: 

Tfiree Montiis ErKled 
March 31, 

2008 555? 
fian^Bons] 

stodcoptions • ,,̂ :̂ ^ . > V i^'-' - ̂  :;>r^' ^ î -;-ix..:-^n.-^^#i»^m\2 
Phanlom Awards 7 ^ 
Performance Awards " " .̂  ' _̂  »/f' ' ^ . t / ^ ^ ^ ..- i* 4 
Ottier Stock Awards ' — * 1̂  
Total • , . ' - ' ' - . - ' * ' ^ ̂  v £ ; / . The lax benefit assodated wilh the recorded expaise in Income From Continuing Oper^ons for each of tbe three months ended March 31, 2008 and 2007 was 
approximately S5 million. 

Duke Energy's 2006 Long-term Incentive Plan (the 2Q06 Plan) reserved 60 million shares of common stock for awards to emi^oyees and outside diredore. The 2008 Plan 
superseded the 1998 Long-term Incentive Plan, as amended (tiie 1998 Ran), and no ad(fition^ grants wiH be made from th^ 1998 Plan. Under tiie 2006 Plan, theexerdse 
price of each option granted cannot be less ttian the market price of Ouke Energy's cwnmon slock on ttie date of grant and the maximum option term is 10 years. The vesting 
periods range from immediate to five years. The 2006 Plan aHows for a maximum of 15 rmlliOTi shares erf common stock to be issued under various stock-based awards oth« 
than options and stock appredation rights. Payments for cash settied awards during ttie period were immateri^, 
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Duke Energy has hisloricdiy issued new shares upon exerdsing or vesting of share-based awards. In 2008, Duke Energy may use a combinsrtian of new ̂ are issuances and 
open market repurchases for share-based awanjs wrtiich are exadsed or become vested; however, Duke Energy has not detemtined wilh certaWy ttie amourrt of sudi new 
share issuances or open market repurchases. 

Stock Option Activity 

Wftlghted-

Average 

Options Exercise 
fin thousands) Prica 

Outstanding atDocember31.200T , , . - , ' " "-SsiJlT -f., ^ " .\t?!^"<^\t 
Exerdsed (505) IS 
ForMiBd £»̂  expired ; . a i37y ' ' "• "^ i f« 

Outstanding at March 31,2008 21.675 17 
Exerdsafate at March 31.2008 . 19.870 $ 17 

There were no stock options granted during the three months ended March 31,2008 or 2007. 
On December 31, 2007, Duke Energy had approximalely 20 milHon exerds^e options with a $17 weighted-average exerdse price. The total intrinsic value of options 

exerdsed during the three months ended Iwlarch 31, 2008 and 2007 was approximately $2 miflion and $5 million, respedively. Cash received from options exerdsed during the 
Ihree months ended March 31, 2008 and 2007 was approximately $8 mHlion and $9 miflion, respedively. witti a related lax benefit of approximately $1 million and $2 miBion, 
respedively. At March 31, 2008, Duke Energy bad approximately $1 miHion of future compensation cost which is expeded to be recognized over a wei^ried-average period of 
1 year. 

Phantom Stoctc Awards 
Phantom stock awards issued and oUslanding under Uie 2006 Plar\ generaHy vest over periods from immediate to three years. Phantom stock awanJs issued and 

outstanding under ttie 1998 Pian generaHy vest over periods from immediate to five years. Ouke Energy awanJed 877.360 shswes (fair value of approidmat^y $16 mHtion, based 
on the market price of Duke Energy's common stock at the grant date) during the three months ended March 31. 2008. Duke Energy aw^ded 1,030,250 shares (fair value cd 
approximatdy $20 million, based on the maritel price of Duke Energy's comnwn stock at the grant date) during the Ihree months ended March 31. 2007. 

The foHowing laWe summarizes inform^rtion about pha«om stodt awards outstanding at March 31. 2008: 

Shares 
(In thousands) 

Number of PharrtomSto«ik Awards , ' ' " - ' ' - • .'•'•* • ""5 i v r ? " 
Outstanding at December 31. 2007 2.390 
Granted . >, . ^- . ' , ' ' - , : .,>.-^-r2.^:'«977 
Vested (620) 
Forfeiled . ' • '^...".'-'. ^ ' \^S\ 

Outstanding al March 31, 2008 2,742 
As of March 31, 2008, Duke Energy had at^roximat^y $24 million of unrecognized compenssdion cost which is expeded to b« recognized over a waghted-average 

period of 2.4 years. 
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Performance Awards 
Stock-based pert̂ ormance awards issued and outstanding under both ttie 2006 Plan and ttie 1993 Ran generstfly vest over three years if perfonrurtce targets are met 

Duke Energy awarded 2,375.445 shares (fair vsHue of approximatdy $37 nvHIon) during the three monttis ended March 31.2008. Ouke Energy awarded 1,530,650 shares (fair 
value of approximately $23 million) during the three nrwnths ended Msrdi 31, 2007. 

The foHowing table summarizes information about stock-based perfonnance awards outstandwig at March 31, 2008; 

Number of StodtrbasedPerform^ceAwads •. V , • . •'if i ^ • ^ i < ' f £ ' ' t^* ' - - !^-^^ ,, " ' 
Outstanding at December 31, 2007 
Granted - - .-'-C^^ - - ' ,^ . 
Vested 
Forfeited - . ' ' - ' ^ ^ 4 ,z\<'^ ^ ' -. ' .̂  >. * 

Outstanding al Mardi 31,2008 

As erf March 31. 2003, Duke Energy had ̂ proximately $45 million of unrecognized compensation cost which is expeded to be recognized over a waghted-awerage 
period of 2.0 years. 

Other Stocic Awards 
Ottier stock awards issued and outstanding uncter the 1998 Plan vest over periods from three to five years. There were no ottier slock awards issued during the ttv«e 

months ended March 31, 2008 or 2007. 
The fdlowing table summarizes information about ottier stock awards outslaiding al March 31,2008: 

Shares 
fin thousiuids} 

Number of Other Stock Awards: , '"t '̂  ^ ' . '" , - * IJ- - - "^ . ' 
Outstanding at December31, 2007 324 
Vested . v • : *'• - . . - : ^̂ ' •^'-' • 'm 
Forfeited (40) 

Outstandingat March 31,2008 , , - • , ; . ' i -S^?^^ " \>%-i.\/T' -^ - . ' - ^ ' .̂  , . ^ V ' : E ' V ' ' - ' . ^ . ^ ^ ^ ^ ^ ^ >...^6Q 
As of March 31. 2008, Duka Energy had approximately $3 million of unrecognized compenssrtion cost which ts expeded to be recogrtized ova- a weighted-average penod 

of 2.1 years, 

6. Inventory 
Inventory consists primarily of materi^s and supF îes and co^ held for electric gen^ation and is recorded primary using the average cost method. 

March 31, December 31, 
2008 2007 

(in millions) 
Malarias and supplies K ' ' •< '-'^t'^* . . . ^^ -''^^f- *-^ , •* ^ t ^ - » " ^^'f^J.^-.s t ^ 5 
Coal held for eledric generation 355 388 
Natural gas -̂ '̂^ . ' - ' < ^ 3 ^ . ' ' -N ,? ^ ^ < ' M 

Total inventory ^946 ^ ^ ^ s s i s ^ s 
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7. Debt and Credit Facilities 
In January 2008, Ouke Energy Carolinas issued 5900 million prindpal amount of mortgage refiaidir^ bonds, of which $400 millkHi carries a fixed interest rate of 5.25% 

and matures January 15, 2013 and $500 n̂ Hion carries a fixed interest rate of 6.00% and matures January 15, 2038. Pnsceeds from the issuance were used to fund ca^Mai 
expenditures and for general corporate purposes, induding the repayment erf commercial paper. In antldpation of this d^A issuance. Dirice Energy CaroHnas executed a series 
of interest rate swaps in 2007 to k)ck in the maiket interest rales at thai tame. The value of these irtteresi rate swaps, vriiich were terminated prior to issuance of the fixed tsAe 
debt, was a pre-lax loss of approximately $13 million, which vras recorded as a component of AOCI and wiU be amortized as a component of interest expense over the life of 
the debt. 

In April 2008, Duke Energy Carolinas issued $900 million prindp^ amount of mortgage refumfing btmds, of which $300 mtHiCHi cames a fixed Interest rale of 5.10% and 
matures April 15,2018 and $600 million carries a fixed interest rate <rf 6.05% and matures April 15, 2038. Proceeds from ttie issuance wHI be used to fund cental e}qf)endilures 
and for general corporate purposes. In antidpation of tNs debt issuance. Duke Energy Carolinas executed a series Of intere^ rate siwaps in 2007 to lock in the mark^ int^est 
rates at that time. The veriue of tiiese interest rate swaps, which v^ere terminated prior to Issuance of the fixed rate debt, was a pre-tax toss of ai^sroMm^ely $23 miflion. ^ i c h 
was recorded as a component of AOCI and wll be amortized as a component (rf interest expense over the life of the debt. 

In Apnl 2008, Ouke Energy Carolinas refunded $100 miRion of fax-exempt auction rate bonds fhrou^ the issuance of $100 million of lax-exempt variable-rate demand 
bonds, which are supported by a dired-pay letter of credit. The variable-rate demand tionds, which are due November 1, 2040, have an initio interest rate of 2.19% which wifl 
be reset on a weeWy basis. 

As discussed in Note 1, in connedion with Ihe spirnaff of Spedra Energy on January 2,2007. Duke Energy distributed approxlmaldy 2 mHlion shares erf ̂ wdra Energy 
common stock lo the holders of convertible notes pursuant lo the antidilution provisions of the indenture agreement, resulting in a charge of approximately $21 miHion. v^k^ is 
recorded in Other Income and Expenses, nel in tfie Consofidated Statemenls of Operations. Duira Enwgy repurchased ̂ 1 of the outstanding convertible notes in 2007. 

AvaHabie Credit FaaWes and ResMc&ve Delft Covenant, (n March 2008. Duke Energy entered Into an amendment to rts $2.65 b̂ Scm master credit f a c ^ w^teri^y ttie 
borrowing capadty was increased by $550 miHion to $3.2 biHion. Pursuant to ttie amendmerrt, Ihe additiwiEd credit capactty of $550 miHion spedficaRy increased the borrowing 
sub linuts for Duke Energy Ohio and Oidce Energy Indiana to $750 m'̂ kHi and $700 mHicm, re^wdively. See taUe t>elow lor the trarrowing sub limits for eadi of ttie Ouke 
Energy entities with borrowing capadty under this credit fadfity. In May 2008. E^ke Energy re^tocated the sub Hntits under its master crecfit fatuity by increasing the sub Umit of 
Duke Energy Carolinas $100 million to $900 milHon and redudng the sub HmtIs af both Duke E n ^ y Ohio and Ouke Energy Indiana by $50 miltion to $700 maKon and $650 
milfion. respectiv^y. 

The issuance of commerdai paper, letters of credit and <Aher txmowmgs reduces fhe sunotnrt avaHable under the avaflable credit facilities. 
Duke Energy's debt as)d credit agreements contain v^ous finandal and ottier covenants. Failure lo nwet ttiose rxivenants beyond apFJicable grace periods coirid result in 

accelerated due dates and/or termination of the agreemaits. As of March 31.2008. Duke Energy was in compliance wnth those covenants. In addttion. some cmSA agreements 
may aHow for acceleration ol payments or termination of the agreements due to nor^iayment, or the accderation of other significant indebtedness of the borrower or some of its 
subsidiaries. None of the debt or credit agreements contain material adverse change dauses. 

At March 31, 2008 and December 31, 2007, approximately $629 mHlion of pollution control bonds and approximatdy $300 miHion of commerdal paper, whidi are 
short-term obligations by nature, were dassified as Long-Term Debt on the Consolkl^ed Balance Sbe^s due lo Duke Energy's intent and abiWy to uffliza such Ixirrovirings as 
long-term finandng. As Duke Energy's master credH fadlity has non-cancelable lerms in excess of one year as of ttie bdance sheet date, Duke Energy has the ability lo 
refinance these short-term obligations on a long-temi baas. 
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Credit Facilities Summary as of lUlarch 31, 2008 (in millions) 

Duke EnergyCorporafiGn ^ 
$3,200 multi-year syndicat«j(^>- (***• '<=> 
Duke Energy Carotinas^ LLC 

Total Cfl 

(a) Credit facility contains an option allowrigborrowrrig up to the ^amount of the fadlify on the day of irtitia) expiration for up to one ye^ 

(b) Credit fadlity contai ns a covenant requiring ihe debt-to-iolai capitdization ratio to not exceed 65% for each tiorrower. 

(c) Contains sub limits at March 31, 2008 as follows: $850 mHlion for Duke Energy. $800 million for Diike Energy Carolinas, $790 mition for Duke E n ^ y O t ^ . $700 nMon 
for Duke Energy Indiana and $100 million for Duke Energy Kentudty, See above for chsuiges to various sub limits subsequent to Msvch 31. 2008. 

(d) This summary exdudes certErin demand fadlities and oommitted faculties that are immaterial in size or which generaHy siqjpori very specific requiremeitts. 

8. Employee Benefit Obligations 
Qualifled Pension Plans 

The following tattle shows the components of Ihe net periodic pension cosls for the Ouke Energy U.S. qu^ified pensk}n plans. 

Components of Net Periodic Pension Costs: Qualified Pension Coste— f̂or the three months ended Marc^ 31, 

aOOBJa) 2007(a) 

Service cost , ' ^ ^ - V ^ "v: ^ ^t,^%mrM'.'^^^^m^^m&'m 
Interest cost on projeded benefrt obligation _ _ _ 62____ _^ _ ^ 1 
Expiedadrsiurripn plan assets ' , , " ' - .% • J ^ - ^ - : % ^ ^ - '̂ '' " — -- —• 
Amortization of prior service cost 2 
Amortizatidhofloss ' , % ^ ̂  -̂̂  - - " ̂ ' - ^ ^ ^ " ^ ~ ' ^ ^ " " 
Other _5 5 
Net periodic pensibn costs ' j • ^ -< 4 ^ , - ^ f l i ! ^ , ^ ' ^ 

(a) Uei periodic qualified pension costs for Ihe ihree months ended March 31. 2008 and 2007 exdude approximately $2 million and $6 rnlHon, respedively, of regut^OTy 
asset amortization resulting from purchase accounting assodated with Ouke Energy's merger with Cinergy Corp. (Ctnergy) In ^>ril 2006. 

Non-Qualified Pension Plans 
The following table shows the components of Ihe nel periodic pension cosls for the Duke Energy U.S. non-qualified pennon plans. 

Components of Net Periodic Pension Costs: Non-Quatified Pension Costs—for the three months ended March 31, 

2008 2DQ7 
(inmllHons) 

Servioecost . , -. , •. - - r - •' ^ M \.^-.-€.t^i^mf^^m%^^^mm^'Mm 
Interest cost on projeded benefit obligation 2 2 
AmortizatiGn'of:^rior:servicecost . ' ' v - t'̂ '̂ ' . Â̂ î>̂ ^ ^^^%W^m^^^m^^^^^^^^M-T^=l 
Net periodic pennon cosls ^ 4 S-a^ 

Duke Energy's policy is to fund amounts for its U.S. qualified pension plans on an aduarial basis to provide assets suffid^tt to meet tienefit payments to be paid to plan 
partidpants. Duke Energy did nol make contributions to its U.S. qualified or ncHvqusdified penston ptais during fhe three mi^hs ended March 31. 2008 or 2007 and Ouke 
Energy does not antidpate making contributions to its qualified or non-qusdified pension fHans during Ihe r^nainder of 2008. Oidte Energy also sp<»i8ors employee savings 
plans that cover substantially ail U.S. emfidoyees. Duke Energy expensed pre-tax ernployer matcNng contributions of ^proximately $27 mitiion and $21 ntiHi<Mim the three 
months ended March 31, 2008 and 2007, respedivdy 

IS 
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Other Post-Retirement Benefit Plans 
The fdlowing table shows the components of the net periodic post-retiremwil twnefrt costs for the Duke Energy U.S. other post-retirement benefit plans. 

Components of Net Periodic Post-Retirement Benefit Costs—for the three months ended March 31, 

20081a) 2007(ai 
(In milliona} 

Servioecost . .- • -^ -r- -̂ .̂  - ''̂  ? ' 4 $ ^ V ^ > 4 ^ # ^ ' ^ ' • 3 
Interest cost on accumulated post-retirement benefit obligation 13 14 
ExpecSed relum on plan SB êlS> . " , - . ' - ;? ' ^ , •;'::•- " ' ' (3) 
Amortization of net transition liability 3 3 
Amortization of prior service (credit)/c6sf , -J^y ' 1 
Amortization of loss _JL 1 
Nel periodic post-retirement t>enefit costs * " J W T ^ - " - -''-$^ '19 

(a) Net periodic other post-retirement benefit costs for both ttie three months eiKled March 31,2008 and 2007 exdude appro»mately $2 rrriHion of regidatory assel 
amortization resulting fi'om purchase accounting assodated wtti Duke Energy's mergerwith Cinergy in April 2006. 

9. Goodwill and Intangible Assets 
The fdlowing table shows goodwiH by busness segment al March 31. 2008 and December 31, 2007; 

Balance Balance 
Decemti«- 31, March 31, 

2007 Changes 2O08 
(in millions! 

U.S. Frandiised Eledricand Gas -. ' - . , , - " r - ' >».^ ^ ' ' ' ' 1 . 4 - * 3 , ^ « * , , ' % ^ ^ - ^ ^ ^ ^ W I . ^ ^ * 
Commercial Power 871 (2) 869 
InternalkJrial Energy" " ^ - :^;Z ^ - s%: ? ' - ' ' > ? : ^ " ^ ' - —.^93 .V^ ^ . • ^ ' ' Z ^ i i i . - ^ m m ! ^ ' ^ ^ ^ 
Total consolidated ' $4.642 $ 8 $ 4.650 

The carrying amount and accumulated am<Mlization of intangiMe assets asof March 31,2008 and Ctecembw 31, 2007 are asfoHows: 

March 31, December 31, 
2008 2007 

EmisMon aflowEHices ' " ' ' . . • ^ i * ~ - - . " 
Gas. coal and power conlrads 
Ottier ' . ; .' 

Total gross carrying amount 
Accumulated amoitization-^as, coat and power contrads 
Accumulated amortization—other 

Total accumdatad aniwtization 
Total intangible assets, net 

Emission allowances in the table above indude emission allowances acquired t>y Duke Energy as part of the merger witti Cinergy, uritich were recorded at fair value on 
the dale of the merger, and emission allowances purchased by Duke Energy. Addition^rily, Ouke En^^y is EHIocated certain zero cost emission atkiwances on an annusd basis. 
Carrying value of emission allowances sold or consumed during the three months ended March 31, 2008 and 2007 were $29 milPon and $95 irulHon, respedively. See Note 3 
for a discussion of gains and losses on sades of emisa'on aHowances by Commerdal Power during the three months ended Mardn 31, 2006 and 2007. 
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Amortization expense for gas, co^ and power contrads and other inlanpbte assets kir the three months «ided Mardi 31, 2008 aid 2007 was a^^roximat^ $7 miillon 
and $14 million, respedively. 

In connedion with tfie merger with Cinergy in April 2006, Duke Energy recorded an intan^l^e BatHlily of approximate $113 mUBon associated with the maricet based 
standard service offer (MBSSO) in Ohio, which is being recognized in eansngs over the renfiaining regidatory period ttt^ ends on December 31, 2008. During the Ihree months 
ended March 31. 2008 and 2007, Duke Energy amortized spproximately $17 miHion and less ttia«i$1 milHon, respective, lo income related to ttiis intaigiWe liataSty. The 
carrying amount of this intangible liability was approximalely $50 mtWon and $67 mHHon at March 31. 2008 and Decentt>er 31, 2007, respectively. Ouke &iergy also recorded 
approwmately $56 million of intangit)le liabiKties assodated wth other power sale cortracts m connection wvith the nrarger vwth (Energy. The carrying amount of ttiis Intan^ble 
liability was approxim^ely $21 million and $22 mHlion at March 31.2008 and December 31,2007, re^jedively During the ttwoe months ended Mare*i 31,2008 and 2007. Di*e 
Energy amortized approximately $1 millkHi and $4 mHlion, re^rediv^y, to Income rdated to these power sale conlrads. 

10. Severance 
During the three months ended March 31,2008 and 2007, Duke Energy reconled severance charges under its ongdng severance plan of &ppm)amsAeiy $1 n^on and $2 

million, respedively. Future severance cosls under this pian, if any. are curre t̂tly nol estimalrfe. 

Severance Reserve 

BdMiceat 
December 31.2007 

Otiwr̂ ^J 

Provisionf 
Adjustments 

i —::a^jM: 

Cash 
Reductions 

(in miHions) 

Balanceat 
Maroh 31,2008 

(a) Severance provisiwis are expeded to tie paid wittiin one year from Ihe date ttial Ihe provision was recorded. 

11. Discontinued Operations and Assets Held for Sale 
The fdlowing table summarizes Ihe results dasafied as Income From Discontinued Operattons, net of tax, in the Consdktated Statements of Operations. 

Discontinued Operations (in millions) 

Operating Income (Loss) Net Gain (Loss) on Dispositions 

Thr«e Months Eridiad 
M a i * h 31,2008 

Commerdal Power 
fntem^ional Energy 
Other 

Total consofidated 

Three Months Ended 
March 31 , 2007 

Commerdal Power 
International Energy 
Other 

Tolal conscjidated 

Operating 
Revenues 

$ 

5 

$ 

3 

— 
— 

52 

— 
— 
52 

Pre-tax 

Operating 
(Loss) 

Income 
, , ' 3 ^ . * 

s — 
m (3) 

$ (9) • 

S <22) , 
8 

m 
$ (15) 

Income 
Tax 

(BonefiQ 
Expense 

w 
T^ 

$ 

A 

« 
» ' 

^ 

T-̂ '̂ '̂  ^-x •" 

(8) 
' ( 2 ) " 

(1) 

^tiv. 

(34) 
3 

^>^' ..̂  
,,J2U-

Operating p , ^ ^ ^ 

Income (Loss) 

(Loss). Income on 
Net o f Tax Ksposf t ions 

$ 8 $ 
- , .<4>' ' 

(2) 

*#;•- '42' ' « 
5 

? L ~ . . ^ 4 y m ^ . i M ^ ' - £ 

$ 16 $ .._ 

— 
— 
— 
— ' 

(1) -. 

7 
6 

Income Tax 
Expense 

. ^ im"k i " - ^ ' 
^ .̂̂ '̂ir̂ --

$ _ 
* ' — 

— 
^ ' " 

$. - ;̂  
r - ,....-2f4 

Gain (LOSS) | „ con .eF rom 
o n 

I} lsposit i 
Discont inued 

ons. Operations, 
Net o f Tax Net o f Tax 

' h-^S'^ 
-*- ' 
$ 

«-

- « ' : 
î;S .̂̂ .̂  

- i — ^ 

' ^ " .r̂  • R ^ ' V ' ^ • 

— $ 8 
— (4) 
- (2) 

- S , 2 

( 1 ) ' -$ 11 
— 5 
. & » - i i ^ i ' , .̂ 4 

_ J J 20 
The following table presents the carrying v^ues of Uie major dasses of Assets Hekl for Sale and assodated Uat»Hties Assodated with Assets Held for SsHe In ttie 

Consolidated Balance Sheets as of Mardi 31, 2008 and December 31, 2007. Assets h^d for sde and liatijlfties assodated wth assets h^d for sale at Man^i 31. 2008 r^ate to 
Duke Energy's 480 megawatt (MW) nalural-gas fired peaking generating Nation locsded near BrownsvHIe, Tennessee. In February 2008. Duke Energy Altered into an 
agreement to sell this natural gas-fired peaking generating station to Tennessee Vdley Auttiority for approximately $55 miHion. Ttvs transaction, vAudh was sidled to 
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FERC and otfier regulatory approvals, dosed in AprH 2006 and resutted in Ouke Energy reco^tizing an approximate $23 million pre-tax gan at closing. Assete Held for S«4e 
and Liabilities Assodated with Assets Held for Sale at December 31. 2007 primarily relate to Duke Energy Indiana's VWabash River Power Station, tiie sale of whidi was 
completed in January 2008 (see Note 3). 

Summarized Balance Sheet Information for Assets and Associated Liabilities Held for Sale (in millions) 

March 31, 
2008 

Current assets 
Property, plant and equipment, net 

Total assels held for s^e 
Current liabilities 
Deferred credils and other Babiliiies 

Total liabilities assodated with assets held for s^e 

30 

$ —̂  

1 S 

December 31, 
2007 

115 

tn-% mF-mf 
$ 114 

117 

TTiree months ended March 31,2007 
Amounts induded in Income From Discontinued Operations, nel of tax, primarily consist ofthe fdlowing: 
Commercial Power. Oue to Ihe expiration of cedan tax cedits, Ccmimerd^ Power teased E^ synthetic fuel (synki^) operations as of December 31,2007. Accorc£n£^. 

the results of operations for synfuel fiave been redassjfied to discontinued r îerations for ttie three months ended Maroh 31, 2007. See Note 14 for furttter infonnaUf»i on ttie 
synfud operations. 

12. Risk Management Instruments 
As discussed in Note l.on January 1, 2008, Duke Energy adopted FSP No. FIN 39-1. In accordance vntti FSP fJo. FIN 39-1. Duke Enwgy offsets fair value ampunls (or 

amounts that approximate fair value) recognized on its Consolidated Balance Sheets rdated lo cash collat^^ amounts rec^valrfe or payatile aganst far value amounts 
recognized for derivative instruments executed with the same counterparty under the same master netting agreement Amounts presertted in the fable b^ow excfude cash 
collater^ amounts which are disdosed separately in Note 1. 

The following table shows ihe carrying value trf Duke Energy's dwivalive portfofio as of March 31. 2008, and Dewmber 31, 2007. 

Net Derivative Portfolio Assets (Liabilities) reflected in the Consolidated Balance Shoets: (in nttlHons) 

Hedging 
Undesignated 
Total 

^ s ' ^ ^ ^ ' S ^ ' ^ ^ ^ l ^ ' 

March 31, Decenriwr 31. 
2008 2007 

88 ^ 

The amounts in the table above represent Uie combination of amounts induded in the Consolidated Balance Sheets as a component of CMher wrtfiin Current Assels, Ottier 
within Investments and Other Assets, Other wflttiin Cunent LiatiHities and Ottia- wittiin Deferred Credits and Oth«- Uabilities. 

The $14 million decrease in the fair value of the hedging porttdio is due primarily to chants in market rates of forward starting interest rale swaps. 
The $49 million increase in the fair value ofthe undesignated derivative portfolio is due primarily lo unredized mari(-la-mari(el gains within Commercial Power, primarily as 

a resuH of increasing coal pricey. 
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Commodity Cash Flow Hedges. As of March 31, 2008, approximately $38 mHHon (rf the pre-tax unreafized net losses on derivative instt-uments related ta commodity 
cash flow hedges induded on the Consoiidated Balance Sheet In Aixumulated Other Comprehensive Loss are expeded to be recognized In eamings during the nexl 12 
months as the hedged transadions occur. However, due to the vdatility af the commodities marit^s. ttie corresponding values in Accumi^ated Ottier Comprehensive Loss wiH 
likely change prior lo its redassification into eamings. 

No gains or losses due to hedge ineffectiveness were recorded during ttie three months ended Msuch 31, 2008 or 2007. Hia amounl recognized for transactions ttiat no 
longer qu^ified as cash flow hedges was not material for either the three months ended March 31,2008 or March 31, 2007. 

Commodity Fair Value Hedges. No gains or losses due to hedge bi^fectiveness were recoreled during the three months ended March 31,2008 fX 2007. 
See Note 16 for additional information related to the fair valiue trf Duke Energy's derivative instmments. 

13. Regulatory Matters 
Regulatory Merger Appmvals. On April 3. 2006, the merger b^ween Duke Energy and Cinergy was consummated lo create a newly fonned company, Ouke Enwgy 

Holding Corp. (subsequentiy renamed Ouke Energy Corporation). As a condffion to flie merger approval, i t ^ PiMic Utilities Ct>mmisaon of Otvo (PIKJO). fhe Kerrtucky Public 
Sen/ice Con-imission (KPSC), the Public Service Commission of Soutti CaroHna (PSCSC) and ttie Nortti Ca«rfina Utilities Commission (NCUC) required ttiat certain merger 
related savings be shared with consumers in Ohio, Kentucky, Soutti Ca-olina, and North CaroKna, rospectivdy. The ctmimissrons ^so requred Duke Energy Ht^ding Corp.. 
Cinergy, Duke Energy Ohio, Duke Energy Kentucky and/or Duke Energy Carotinas to meet additronal corMfitions. Whfle the merger i l s ^ was tvA suAi]eCt lo approval by the 
lURC, the lURC approved certain affiliate agreements in connedion wtth the merger subject lo simitar conditions. Key elements of ttiese conditions indude: 

• The PUCO reqiHred that Duke Energy Ohio f»^vide (i) a rate reduction trf approdmately $15 mHHon for one year to facilitate economic development in a time of 
increasing rates and market prices and (ii) a reduction of appronmately $21 miHion to its gas and electiic cwisumers in Ohio for one year, with txilh credits begirming 
January 1, 2006. During the first quarter of 2007. Duke Energy Ohio con^^ed its merger related rsde redudions and filed a report with the PUCO to lemiinate the 
merger credit riders. Approximately $2 million of the rale reductions was passed through to custtimNS during ttte ttiree months ended Mardi 31, 2007. 

• The KPSC required that Duke Energy Keraueiiy prcMde $8 nMon in rate reductions to ks ctstomers over tive years, ending when new isrtes are estafcli^ied in ttie 
next rale case after January 1, 2008. ApproximaMy $1 mUlion ofthe rate reduction was passed through to t:ust(Hiiers during eat^ trf tfie three mwiths ended 
March 31, 2008 and 2007. 

• The PSCSC required that Duke Energy Cardinas provide a $40 mfflon rate reduction for one year and a ttiree-year eittendon to Ihe Bulk Power Mariteting (BPM) 
profit sharing an-angement. The rate redudion ended May 31,2007. ApproidmEtfely $9 n«Hion of the rate reduc4i(w was passed tiirough to customers during ttie ttiree 
months ended March 31, 2007. 

• The NCUC required Ihat Duke Energy Carolinas provide (i) a rsAe reductton of appro)dmatdy $118 nvHitin for its North Cartjiina customers through a credit rider to 
existing base rates for a one-year period followring the dose of the merger and (ii) $12 milHon to support various low income, environmental, econonac devdopment 
and educationally benefidal programs. Ihe cost of which was incuned in the second quarter trf 2006. Tlie rate reduction ended June 30. 2007. Approxim^ely $29 
million of Ihe rate redudion was passed throi^b to customers durmg the three months ended March 31, 2007. 

• In its order approving Duke Energy's merger with Cinergy, ttie NCUC stated that the merger vnll result in a significant change in Duke Energy's orgarazalkHial strudure 
vrtiidi constitutes a compeHing fador Ihat wan^nts a general rate review. Therefore, as a tandilion of Hs merger s îproval and no later than June 1. 2007, Duke Energy 
Carolinas was reqiared to file a general rate case or demonstrate that Duke Energy Carolinas' existing rates and charges should not be changed (see discussion under 
"Duke Energy Carolinas Rate Case" beltiw). 

• The lURC required that Ouke Energy Indiana provide a rale reduction erf $40 miHkMi to its customers over a one year period and $5 nitiion over a five year p^txl for 
lownncome energy assistance and dean coal technirfogy. In April 20C ,̂ Citizens Actit}n Coalition trf Indiana, Inc. an intervenor in ttie merger proe»e(fing, fled a 
Verified Petition for Rehearing and Reconsideration t̂ sunung ttial Ouke Energy IncHsuia shoiM t>e tjrdered to |»-ovide an additional $5 mHHon in rale redudkm to 
customers to be consistent with ttie 
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terms of the NCUC's order approving the merger. In May 2006. the lURC denied ttie petition for rehearing and reconsideration. As of Af»tt 30,2007, Ouke Energy 
Indiana had completed its merger rdated reductions and filed a notice virith the lURC to terminate the merger t:redil rider. Af^raximateiy $12 ntilEon of the rate 
redudion viras passed through to customers during Uie three nronlhs ended Mwch 31, 2007. 

• The FERC approved the mwger without conditions. 

Used Nuclear Fuel. Under provisions trf the Nudear V\^$te PoUcy Ad of 1982, Duke Energy conti-acted witti the Oepartmoit of Energy (DOE) for ttie cHsposÊ  of used 
nude^ fuel. The DOE failed lo begin acceF îng used nudear fuel on January 31,1998, ttie date spedfied by ttie Nudea- Waste Policy Act and in Duke Energy's contrad mth 
the DO£. Duke Energy will continue lo safely manage its used nudea- fuel untH the DC^ accosts it. In 1998. Duke Ener^ filed a daim witti the US. Court of Federal Ciaims 
against the DOE related to the DOE's failure lo accept commetdsi used nudear fud by the required date. Damages claimed in the lawsuit were based upon Duke Energy's 
costs incuned as a result of the DOE's partial material breach of its c^ntrad, induding ttie cost of securing adtfitional used fuel storage capacity. Payments made to the DOE 
for expeded future disposal costs are based on nudear output and â e int*jded in the Consolidated Stalements of Operations as Fuel Used in Sedric Generation and 
Purchased Power. On March 5. 2007, Ouke Eneigy Cardinas and fhe DOJ reached a settlemwit rescJwng Duke Energy's used nuclear fuel litig^on against the DOE. Hw 
agreement provided for an initial payment to Duke Energy of approximately $56 ntiltion for certain storage costs incurred through July 31, 2005, with additionE^ amounts 
reimbursed annually for future storage costs. The setttement agreement resulted in a pre-tax eamings irt^jad of approximately $26 million during ttie three monttis ended 
March 31.2007. of which approximalely $19 milHon and $7 million were recortled as an offset to Fuel Used in Eledric Generatitwi and Purchased Power, and Operation, 
Maintenance and Other, respedively, in the Constrfidafed Statements of Operatiwis, with ttie remairung impad refleded within Inventory and Property. Plant suid Equipmerrf in 
the Consolidated Balance Sheets. 

U,S. Franchised Electric and Gas, Rate Related Information. "Rie NCUC, PSCSC, ILfflC and KPSC approve rates for relail eledric and gas senrices wthin ttieir stales. 
The PUCO approves rates for retail gas and eledric service wtthin Ohio, except that ^ar^regL4aled setiers of gas and etedric generation also are aflowed to tipwate in Ohio 
(see "Commwdal Power" t>elow). The FERC approves rates for dedric s ^ s to wtitrfesale customers sen/ed under cost-based rales. 

/Vorth Carolina Clean Air Act Conwiiance. In 2DD3. ttie state of North CEffotina passed dean ̂ r legislation Uiat froze eledric utility rates from June 20,2002 to 
December 31. 2007 (rale freeze period], suited to certain concHtions. in tmier for h^th Carolina electiic utifities. inducing Duire Eneixw Carolinas, to ammcsitty rohice 
emissions of sulfur dio:dde (SO2) and nitrogen oxides (NOx) from coa-fired pow^ dants in the state. The l^islation atiows elednc utiunes i n d u d ^ OURS Energy Carofinas. to 
accelerate Ihe recovery of tasmfaiance cosfs by amortiang them over seven years (2003-2009). The lecuslabon prtjvides ftw sigr^cant ttexibilitv in the amount of annua 
amortization recorded, allowing utHities to vary the amount amortized, wittiin limits, although the legidafion does require thai a minimum of 70% of Ihe origlnaHy estimated tolai 
cost of $1.5 biHion be amortized within Ihe rate freeze period (2002 to 2007). As tSs^ssed further odtHv, untli^ the Partial Settlement of ttie Duke Energy Carolinas rate case. 
effedive January 1. 2006, Duke Energy Cardinas discontinued ttie amortizatitjn of the enwronmental compliance costs pursuant to North Carolina dean air legislation smd 
began capitalizing all environmental compliance costs above the cumulative amortization charge. From inceptitMi ttirough Decemtier 31.2007. Duke Energy Canwnas' had 
recorded amortization expense related to this dean airlegidation of $1,050 miltion, with approximate $56 miltion recorded during the three months ended Mvch 31,2007. As 
of March 31, 2008, cumulative e)^nditures totaled approximatdy $1,343 miHion, with approxHuately $97 miBion and $127 mation inained dwing ttie th r» monttis ended 
March 31, 2008 and 20Q7, respedively. which are included within caprtel exp^cfitures in Net Cash Used In Investing Adivities on ttie Consolidaled Statemwits of (5ash Flows. 
In filings with the NCUC. Duke Energy Carolinas has eslimaled ttie costs to comjS vritti the legHSlation as approximately $1.8 billion (exduding any alfciwwioe fw hKids used 
during conslmdion (AFUDC) assodated with ttie non-amortized caafrf expenditures). Adual costs may be higher or Itiwer than the estimate based on dianges m constiuction 
costs and Duke Energy Carolinas' continuing analysis of its oversHl environmental compliance plan. As required by the legislation, ttie NCUC considered the reastmatMeness of 
Duke Energy Carolinas' environmental corr^iance p̂ an and ttie method for recovery trf Uie remaining costs in a prcx;eedinQ it initiated and fx>nsoHdated with a review of Duke 
Energy Carolinas' base rates ^ee 'Duke Energy CaroHnas Rate Case' below). Addition^y, federed and state environmenta regulations, indutfing. among other things, ttie 
Clean Air Interstate Rule (CAIR) and a likely federal mercury nie, couW rasun in adtiitiona costs to reduce emisaons from Duke Energy s coal-fired power plants. 
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Dvke Energy Camlinas Rate Case. In June 2007, Duke Energy Carotinas filed a i appHcation wth the NCUC seeWng autiiority to increase its rates and trfiarges for eledric 
sen/ice in North Cardina effedive January i , 2008. Tttis application complied wth a condition imposed by the NCUC in approving ttie Cinergy merger. On Odober 5,2007, 
Ouke Energy Carolinas filed an Agreement and Stipulation of Partial Settlement (PartisJ Settiement), a settlement agreement among Diite Energy Cardinas, ttie NCUC Public 
Staff, the Nctfth Cardina Attorney General's Office, CaroHna Ut»ty Custoniers Assodsrfion Inc.. Carolina Industtial Group for Fair Utility Rates III and Wal-Mart Stores &ral LP. 
for consideration by the NCUC. The Partial Settlement, whidi indudes Duke Energy CaroHnas and ai\ intervening parties to the rale case, reflected agreemertts on aH but a few 
issues in Ihese matters, induding two significant issues. The two significant issues related lo the treattnenl of ongoirig merger cost savings resutting from the Ctr>ergy me^er 
and the proposed amortization trf Duke Energy Cardinas' development cods relMed to GridSoutti Transco. LLC (GridSouth), a Regional TransrrvssitHi Organization (RTO) 
planned by Duke Energy Cardinas and other utility companies as a resuH of previous FERC rulemakings, which was su^wnded in 2002 and discontinued in 2005 as a result trf 
regulaltjry uncertainly. The Parti^ SetUem^it and the remaining dis|Hjted Issues were presented to the NCUC for a rising. 

The Parti^ Settiement refleded an screed to reduction in n ^ revenues and pre4sc cash fitnvs of approximately $210 mitikin and cwresponding rate retkictions of 12.7% 
to the industrial dass. 5.05% - 7.34% to the general dass aid 3.85% to ttie resklentiad dass of customers wilh an effedive date of January 1. 200B. Under the Partial ' 
Settlement, effedive January 1, 2008, Ouke Energy Cardinas dist:onlinued the aniHtization of ttie emnronment^ con^iance costs pursuant lo Nortti Cart^a dean air 
legislation discussed above and began capitalizing all environmental conpHance ct;sts ̂ love the cumulative amortization ctiarge trf $1.05 bilHon as of December 31, 2007. 
Over the past five years, the average annual dean air amortization was $210 rrtilHon. The PartifH Settlement was designed to enable Duke Energy CaroHnas to earn a rate of 
retum of 8.57% on a North Carolina retail jurisdiction^ rate base wd an 11% return on fhe common equity compcnenf trf fhe approved captl^ strudure, whidi txinsists trf 47% 
debt and 53% common equrty. As part of the settiement. Duke Energy Cardinas agreed to alter the then eidsting BF^ prafA sharing arrangemenl Ihat currentiy indutled a 
provision lo share S0% of the North Carolina retaH allocation of tiie profits from certain whdesale sates of bulk power from Duke Energy C£rt>Hnas' generating untts at nuffket 
based rales. Under the Partial Settlement, Duke Energy CaroHnas witi share 90% of the Ncnlh Carolina retai allocation of the profits from BPM ti^nsadions banning 
January 1,2008. 

The NCUC issued its Order Approving StipulaticMi and Dedding Non-Settted ls$u» on Oecaittjer 20, 2007. The NCUC approved ttie Partial S^ttonent in its e r ^ r ^ . The 
merger savings rider and GridSouth cost matters are t^scussed in detail t)elcw. For the remaining non-settied issues, ttie NCUC dedded in Duke Energy Carotinas' favor. VWh 
resped to the non-settled issues, the Order retiuired that Duke Energy Cardinas' test pernd operating costs refled an armualtsd tevei trf the merger cost sawigs actuaHy 
experienced In ttie test period in keeping with traditit>n^ prindples of raAemaking. The NCUC exf^ained ttiat bet:ause rales sfiould be tlesigned to recover a reastmable and 
prudent level of ongoi ng expenses, Duke Energy Cartrfinas' annual cost erf service and revenue requirement shouM refied, as ck>s^ as possible. Duke Energy C » O K I K ^ 
actual t^sts. However, the NCUC recognized Ihat its treatment erf merger savings woiid ntrf prtxluce a fair residt. Hia-efore. the NCUC preHminarHy concrluded thai ft would 
reconsider certain language in its 2006 merger order in order to EHIOW it to authorize a 12-month increment rider, begirming January 2008, of ^proximately $80 miflbn designed 
to pro\Ade a more equitable sharing of tfie adue^ merger savir^s achieved on an tHigoing basis. AddititinaHy, fhe NCUC conduded Ihat ^prtndmately $30 mttion of cosls 
incurred through June 2002 in connection with GridSouth and deferred by Duke Energy Cardinas, were reaaonaUe aid prudent and approved a ten-year amortiz^on. 
relroadive to June 2002. As a result ofthe retroactive impad of the Order, Ouke Energy CaroHnas rectirded an approximate $17 mJHIon charge to wrHe-t)tt a ptMlion of Uie 
GridSouth costs in the fourth quarter of 2007. The NCUC did not allow Duke Energy CaroHnas a retum tm ttie GridSouth inveslmenls. As a resiJl of tts dedsion on the 
non-seUled issues, the NCUC ordered an additional redudion in annuai revenues of approximately $54 mHlion. offset by its preliminary authorization of a 12-montti, $80 nMlHon 
inaement rider, as discussed above. The Order dtimatdy resuked in an overaH avwage rale decrease of 5% in 2008, increasing to 7% upon expiration trf this one-time rate 
rider. On Febmary IS, 2008, the NCUC issued an order confirming ttieir prefiminary conduson regareling Ihe merger savings rider. This order reaflirm^ the jMior tentative 
condusion thai the provisions of the Merger Order will not produce a fair sharing of the benefits of estimated merger savings between ratepayers and sharehtrfders and. for thai 
reason, Ouke Energy should be authorized to implement a 12-month inorement rider to cdled $80 nmHion. 
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On December 12. 2007. the PSCSC direded the South Cardina Office of Regulatory Staff (ORS) to provkle a writt^ report ointaming ttie NCUC's resolution of Duke 
Energy Carolinas' rale application and its relevance lo Duke Energy Carotinas' rales in South Carolina. On JarHiary 31, 2008, ttie ORS filed rts report witti ttie P^SC. Mrfiich 
conduded that Ihe outcome of the North Cardina rate case had no tiearing on Duke Energy CaroHnas' rates in South Cardina. The PSCSC has not tEd<en any action wtth 
resped lo the report filed by ttie ORS-

The NCUC has requested that the Public Staff perfomi a re r̂iew of Duke Energy Cartrfinas pensk>n and ottier po^retirement benefrt plai cosls, as weH as Duke Energ/s 
funding of the plans, Al this time, Duke Energy Cardinas dties not antidpate tha the outcome of this review will have a materia impact on its finand^^ posititm. resists of 
operatkins or cash flows. 

Duke Energy Ohio Bectric Rate Filings. Duke Energy Ohio op&aAes under a raie stabiHzalion i^an (RSP). a MBSSO approved by the PUCO in Noverr^r 2004. In March 
2005. the (^ice erf the Ohio Consumers' Coundl (OCC) appe^ed the PUCO's ̂ provd erf Ihe MBSSO to the Supreme Court trf Ohio and the Court issued ils tiedsion In 
November 2006. It upheld the MBSSO in virtuE l̂y every resped but remanded to Ihe PUCO on two Issues. The Court ordered ttie PUCO lo support a certan portton of tts twder 
with reasoning and record e\̂ dence and to require Duke Enwgy Ohio to disdose certan confidential cofwnerdai E^reemertts mth otha' paties fn^eviously requested by the 
OCC. Ouke Energy Ohio has complied with the disdosura order. 

In Odober 2007, the PUCO issued its nifing afHrming the MBSSO. with certan modifications, and maintaining the current price. The ruHng provides for continuation of ^ e 
existing rate components, including the recovery of t^sts reiaed to new pdlution ct)ntKri e<}uipment and c^sadty costs asstidated vrith pt>wer purchase conb^cts to me^ 
customer demand, but provided customers an enhancedopportunilytoavtHdcertainpricingcomptHientsifthey areservedby acximpetitive supplier. The ruUng also ftttempled 
to modify the statutory requiremem tha Duke Energy Ohio transfer rts generating assets to an exempt vriidesEHe gen^^or (EWG) and wdered Duke Ene^y Ohio to retain 
tiwnership for the remander of the RSP period. The ruHng ^so incorrectiy impHed ttiat Duke Energy Ohio's nonresidential regulatory transition t^arge (RTC) witt temtinate at 
the end of 200S. On November 23,2007, Ouke Energy Ohio filed an ap^cation for rehearing on the portions of the PUCO's ruling relating to wfiett̂ er certain pricing 
components may be avoided by customers, the right lo ttansfer generating ass^s, and the lemanation dale ofthe RTC. On December 19. 2007, the PUCO Issued its Entry on 
R^earing granting in part and tl^iying in part Duke Energy Ohio's Application for Rehearing. Among tittier things, the PUCO modified and darifled ttie ̂ iplicatiffity of various 
rale riders during custonner shopping srtuatitins. tt sdso daified tha the roadential RTC terminates at tiie aid trf 2008 and that tfie nonreddenli^ RTC terminates at ttie end trf 
2010 and s^eed to give further consideration to whether Duke Energy (^io may tt^ansfer Hs genaating assels to an EWG. 

On Feljruary 15, 2008, Duke Enagy Ohio filed a notice of s î̂ jeal wrth ttie Ohio Suprenie Court chdterigBng a portion trf ttie PUCO's dedsion t»irernaridregadirig Ouke 
Energy Ottio's RSP. The Odober 2007 order pemits nonn-esidentiad cu^om^s to av<»d certan charges assodaed vritti ttie oosis of Duke Energy Ofw slantfing ready lo serve 
such customers if they retum after t>eing senred by another supt îer. Ouke Energy Ohio beHeves ttie HJCO exceeded rts authoiily in niKxfifying the charges tha may be 
avoided, resutting in Duke Energy Ohio having to subsidize Ohio's competitive eledric maricet. Duke E n a ^ Ohio has a^ed the Supreme Court to rewree the PUCO niHng 
and require that non-residential customers pay the charges assodated with Duke Energy Ohio standing ready to serve them sirauld they return from a competHive supplia. On 
March 28, 2008. Duke Energy Ohio voluntarily withdrew its appeal. The OCC filed a notice of apped challenging the PUCO's Odober 2007 dedsion as unlawfid aid 
unreasonable. The OCC and Ohio Partners for Afforclable Energy (OPAE) also filed appesHs from the PUCO's November 20. 2007 onler approving Duke Energy Ohio's 
MBSSO riders. Duke Energy Ohio has intervened in each appe^. Pending the Ohb Sufveme Court's considersftion of tts initio appeal, the OCC has requested that ttie PUCO 
stay imr^emantation of Ihe Infraslnjdure Maintenance Fund t̂ harge to be cdleded from cu^omers approved in ttie Odol>er 2007 order. On April 14, 2008, Oii<ce Energy Ohio 
filed a motion to intervene in OCC's appeal and on AprH 30. 2008, the Ohio Supreme Court granted sudi motion to intervene. At tNs time, Duke Energy Ohio cannot (Hedid 
whether ttie Ohio Supreme Court will reverse the PUCO's dedsion or whetha tbe PUCO will grant the OCC's request for a stay. Additionally, Duko Enagy ONo cannot predk:l 
the outcome of the MBSSO rider appeal; however, Duke Energy Ohio does not antidp^etheresotutitHitrflhismatta will have a material impad on its resutts of tolerations, 
cash fiows or finandal position. 

In August 200S, Duke Energy Ohio filed an api^ication with the PUCO to amend its MBSSO ttwough 2010. The fH^posal provides for continued dedric system reliabiltty, a 
simplified market price structure and dear price signds for customers, wNle helping to mantain a stable revenue stream ftir Duke Enwgy Ohio. On f̂ lovember 30,2007, due to 
new legislation pending in the Ohio General AssemWy regarcHng the pridng of competitive retEHl genaation savices. Duke Energy Ohio requested PUCO approval, which the 
PUCO granted, to vwthdraw the Duke Energy Ohio its applk^ation lo amend rts MBSSO. New legislation (SB 221) was passed on April 23, 2008 aid signed 

23 

Source: Duke Energy Holding , 10-Q. May 09. 2008 



Table of Contents 
PARTI 

DUKE ENERGY CORPORATION 
Notes To Unaudited Consolidated Financial Statements—(Continued) 

by Ihe Governor of Ohio on May 1. 2008. The new law ctidities ttie PUCO's authority to ̂ jprove an dedric utitit/s standard ser̂ rice offer ttirough an dectric $et:uitty plan 
(ESP), which would zHIow Itir pridng strudures similar to the current MBSSO. Qedric utiNties are reqiured to file an ESP andmayalsofilean^}pHcationfa'a mar1«drate 
option at the same lime. The market rae option is a price determined Ihrough a competitive l»dding r»^x^ss. If a marital rate option price is approved, the ulHity would blend in 
Ihe MBSSO or ESP price with the marica rate option price over a two- to ten-yea period, sutijed to the PUCO's discr^ion. SB 221 provides ftM- Ihe PUCO to approve 
non-by-passatrfe charges for new generation, induding conslruditjn work-in-pnscess (CVVF) firom the outset trf consttuction, as part of an ESP. The new (aw ̂ n t s ffie PUCO 
discretion to approve single issue rate adjustments to (ti5trit>utk:n and transmission rates and estat^shes new attemative energy and renewable resources p<»tfdlio stantlartls, 
such Ihat the utility's portfolio must cxinsist of a least 25% of these restHirces by 2025. SB 221 also provides a s^ ia^e requirement ftir energy ^dency. v ^ d i must retJuce 
22% of the utility's load. The utility's eamings under the ESP are ^b jed to an annual eamings test and the PUCO must order a r ^ n d if it finds ttiat the utility's eanungs 
significantiy ext:eed the eamings of tienchmark companies wtth sinvlar bu^ness and finandfH risks. The earnings test ads as a t:ap to the ESP price. SB 221 also limtts the 
ability of a utilily to transfer its designaled generating assets to an EWG absent PUCO approve. Duke Energy ONo fdans to file a new generafitm faking fo imi^ before tbe 
MBSSO exfares. 

Duke Energy Ohio is currently preparing an ESP filing under SB 221. This tiling wHI address pridng for generation service t)eginning January 1, 2009, wtiai Ihe cun'ent 
RSP is scheduled to expire. TTie plan wiH also provide for pridng for the advanced energy, renawables and energy effidency portfoHo standards tha Duke Energy Ohio is 
required to meel under SG 221. Duke Energy ONo expeds to make the filing on CM- shortly afla the effedive dale of Ihe new legislatton. At tNs time, Duke Energy Oliio canntit 
predict the outcome trf this proceeding. 

Ouke Energy Ohio Gas Rate Case. In July 2007, Ouke Energy ONo filed an applicatton wth ttie PUCO fw an increase in rts base rates fiw gas service. Duke Energy Ohio 
sougfit an increase of approximately $34 mHlion in revenue, or approxima^y 5.7%. to be effedive in tfie spring trf 2008. The application also requests approval to continue 
tracker recovery of cosls assodaed with an acc^eraed gas man rq:rfacement prograra The PUCO acraqjled Ihe applrcaion for fiting in Septenrttier 2007. The staff' trf the 
PUCO issued a Staff Report in December 2007 recommending an increase of apt:MOximately $14 miHion to $20 miHion in revenue. The Staff R^Kirt also recommended 
approval for Duke Energy Ohio to continue trat^ter recovery of costs assodated witii a i accelaated gas man r^acemerrf prograni On Fetsruary 28.2008. CHike Energy Ohio 
reached a settiement agreement with the PUCO Staff and all of the intervening parties en its request for an tnt^ase in n^ufal g ^ base rates. The settlement caWs for an 
annual revenue increase trf ̂ proximately $18 mHlion in tiase revenue, or 3 percent tiver currerrt revenue, and permrts continued recovery of coste through 2018 t<x Duke 
Energy Ohio's accderaed gas main replacement program and permrts rectjvery of carrying costs on gas stored underground via Its rmnttdy gas co^ adiustment fiHng. The 
settlement is subjed lo the review and approve of the PUCO. An orda is expected in ttie second quarter trf 2008. 

Duke Energy Kentucky Gas Rafe Cases- In 2002. the KPSC approved Duke &iergy Kentudcy's gas base rae case w^ch induded, amwig ottier ttiings, recoveiy of costs 
assodated wilh an accelerated gas main replacement program. The ap[MOval auttiorized a tradting mechanism to recova certan costs induiSng depredation and a rate trf 
return on the program's capital expenditures. The Kentucky Attomey General appealed to ttie Frail*n QrciBl Court ttie KPSC's api^oval of ttie trading mechanism as well as 
the KPSC's subsequent af^roval of annual rate adjustments under tNs tracking mechanism. In 2005, both Duke Energy Kentucky and ttie KPSC requested that the cowl 
dismiss these cases. 

In February 2005. Duke Energy Kentucky fHed a gas base rale case wtth the \<PSC requesting approvsH to continue the tradung mechaaiism and for a $14 mHBon annuai 
increase in base rates. A portion of the increase is attributable to recovery of the cLrrent cosi of the accderated gas main replacanent program in base TsAes. In Decerrtfjer 
2005, Ihe KPSC approved an annual rate increase c4 $8 tr^Son and re-^jproved the backing mei^arvsm through 2011. In February 2006, ttie HetnwA:y Attomey CSener̂  
appealed the KPSC's order to the Franklin Circuit Court, darning that Ihe orda improperly allows Duke Energy Kentucky to increase rts r^es for gas man replacement costs in 
between general rae cases, and also daiming tha the c»der improperly dknvs Duke Energy Kentucky lo earn a retum on investment for ttie costs recova^ under #ie traddng 
mechanism which permits Duke Energy Kentucky to recover rts gas main replacement costs. 

tn August 2007, the Franldin Drcuit Court consdidated sii the pending appeals and niled tha the I^SC lacks legal authority to approve the gas main refdacemertt 
Iradting mechanism, and any ottier annual rate adjustinents under the tracking mechanism. To dae, Duke Ene^y Kenlucity has colleded ap^woximsrtely $9 n^Hkin in annual 
rale adjustments under the tracking mechanism. Duke Energy Kentucky and the KPSC have appesHed these cases to the Kentucky Court of Appeals and Duke Energy 
Kentucky continues to utilize traddng met̂ hanisms in rts billed raes lo customers. At this time, Duke Enagy Kenludty cannot predid tfie outcome trf these proceedings. 
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North Carolina Dmught Recovery. On March 4, 2008, [3uke Energy Cardinas announced ttiat due to persistent drought contfitions it has pwchased up to 520 MW of 
addition^ genaating t̂ apadty to help ensure customer ^edtidty needs are met during 2008. In adtfition, Duke E n a ^ Carolinas filed an appHcatitwi wnth the NCUC to recover 
ttie North Caolina retail allocable portion of costs assodaed with the purchase of ttiis power. 

Energy Effidency In May 2007, Duke Energy Carolinas fled an energy effidency plan with ttie NCUC that recognizes energy ̂ fiaency as a reSabte, valuablfi resource 
thai is a 'fiflh fuel," that should be part of ttie portfolio avaHable to meet customers' growng need for eledridty aking wtti coal, nudear, natural gas, or renewable energy. The 
plan would compensate Duke Energy Carolinas for verified rodutrtions in energy use and be ava l^e to aH customa grtKjps. The plan ctKitajns propose for several tttfferanl 
energy efficiency programs. Customers would pay for energy effidency prtjgrams vrilh an energy effidency rider that would be included in ttieir power Nfl aid adjusted annuaHy. 
The energy effidency rider would be based on Uie avoided cost of generation not needed as a result of ttie success of Duke Energy Carotinas' energy effidaicy efforts. TTie 
plan is consislent with Duke Energy Cart^nas' puMc coromttmerrt to invest 1 % cf its annual retail revenues from the s ^ of ̂ edridty in energy effidency pK^rans subjecl to 
Ihe appropriate regulatory treamenl trf Duke Energy Carolinas' energy effidency investments. A hearing is scheduled to begin July 28,2008. 

On September 28, 2007, Duke Energy Cardinas fded an application wrth ttie f^CSC seeking approval lo implanent now energy effidency programs in Soutti Canrfina 
Duke Enagy Carolinas' South Cardina appHcatitHi is based on the applicaion filed in Nortii CaroHna. In advance of ttie evktentiary hearing h ^ Frtruary 5-6,2008. Duke 
Energy Carolinas reached settlement agreements wth the South Cardina ORS, Wal-Mart. Piedmont N^ral Gas and the Soutti Carolina Energy Users CiHnmrttee. Certain 
environmental groups that were also interveners on the |mx:eetiing did not Join any of the settlements. This agreement c^s for Duke Energy Cardinas to t>ea the tX)St of the 
programs and allow for recovery of 85% of the avoided generation charges. 

Implementaion of these plans is subjed to approveH from ttie NCUC and PSCSC. As a resutt, Duke Energy is not aWe to estimate the impad ttiis plan nngfrt have on its 
consolidaed resutts of operaions, t:ash flows or finandal position. 

On July 11, 2007, the PUCO approved Duke Energy Ohio's Demand Side Management/Energy Eflidaicy Program (DSM PrtJgran). The DSM Prtjgram conasts of ten 
residential and hwo commerdal programs. Inipleniaitation of the prt>grams has begun. The pograms were first proposed In 2006 and wae endowed tiy the Ouke Eneigy 
Community Partnership, which is a ctrflaborative group made up of representaives of organizatitHis interested in energy txHiservation, effidency and assistance to tow^ncome 
customers. The program costs wll be recouped through a cost recovery mechanism that witi be adjusted annucHly to refled the prevtous year's activity. Duke E n ^ y Ohio is 
permitted to recover lost revenues, program co^s aid shared savings (once tiie fHograms readi 65% of the larg^ed sainngs level) throu^ ttie cost recovery miec^anisn 
based upon impact studies lo be provided to the Staffof the PUCO. 

In Odober 2007, Duke Enagy Indiana flat Hs petition wrth ttie lURC requesting s4Jpro<rai of an ̂ emative regulaory ptan to increase its ena^y ^ a & a y e^rts in the 
stale. Similar to (he plans in North Carohna and South Carolina, Ouke Energy Indiana seeks approval of a plan that w'H be avaSable to afl customer ^ u p s and md compensate 
Duke Energy Indiana for verified reductions in energy usage; Unda the plan, customers VWJUW pay for energy efficiency prograns through an energy effictaicy ritfer ttiaftMrauld 
be induded in their power bill and adjusted annusrfly ttirough a proceeding before the lURC. The energy efficiency rider wHI be based twi the avoided cost of generation not 
needed as a result of the success trf Duke Energy Indiana's energy effldency programs. The lURC is expeded to consida the petitton in a i evidentiary heaing in August 2008. 

On November 15. 2007, Duke Energy Kentucky filed its annual appHcation to continue existing energy ^dency programs, consisting of nine residenti^ and two 
commeraal and industrial programs, and to (rue-up its gas and electtic tracking mechanism for recovery trf (os( revenues, program cosls and shaed savings. On February 11, 
2D0a, Duke Energy Kentucky filed a motion lo amend ils energy effidency programs and applied lo ranstitute a low income Home Enagy Assistance Program. An onJa on 
both applications is expeded in the secoid quarta of 2008. 

New Legislation. South Carolina passed new energy' 
dause mechanism to indude recovery of costs trf reagent 
techntrfogies and the cost of certan emission allowances usetTto meet enwronment^ requirements. The cost ot reagents tor Duke tnergy 
approximately $30 million. With the enactment of ttiis JegisJation, Ouke Energy Carolinas will be allowed to recover #ia Soirfh Cxaima portion trf these costs, tncurred on or aSter 
May 3, 2007, through the fuel dause. The legislation also indudes prowaons to provide assurance ctf cost recovery reiaed to a utHrt/s incurrence of prtijed dev^pmail oosts 
assodated with nuclear baseload generation, cost recovery assurance for conslrudion costs assoctaed wtth nudear or ctial baseload generation, and the ablKty to recover 
finandng costs for new nudear baseload generation 
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in rates during conslrudion. The North Caolina General Assembly also passed con^rehensive e n a ^ legi^ation in July 2007 that was signed into law by the Governor t>n 
August 20,2007. The North Carolina legisiaion alkiws utilities to recover the costs of reagents and certain purdiased power costs. Uke the Soutti Carofina legislatton, ttie 
North Cardina legislation provides ctjsl recovery assuranr^ for nudea projed devetopmertt costs as wefl as t}asetoad generation ctmstmction c o ^ . A utility may vKiudie 
finandng costs related to construdion woric in progress for basdoad plants in a rae case. The North CaroHna legislation also estabHshes a renewsrfile portft^k) standard for 
eledric utilities at 3% trf energy output in 2012, rising gradu^y to 12.5% by 2021. and grants fhe NCUC arthority to approve a rate ritler to compensate utilittes for energy 
efficiency programs tha Ihey implement. On Febmary 29, 2008, the NCUC adopted new rules and modified existing rules to BWplement ttie legi^atitffi. Duke Energy does ntrf 
believe such mles will have a maerial adverse in^iad on its ct>nsdidaed resiits of operalitHis, cash flows or fkiancial pt^sttitui. 

On February 21, 2008, new legisiaton (HB 487) Uia would establish annu^ £Htemafive energy benchmarks for eledric dislribution utiHties and electric service companies, 
and energy efficiency standards for eledric distribulwn utilities, was aiso intioduced in the Ottio House of R^ffesenlatives. Under ttiis legislation, spetafied portions ofthe 
dedridty supply of such utilities aid companies must be generated from advanced energy tn- raiewable energy resources, induding spedficaiy, sdar resources. The 
legislation provides for the PUCO to annually review a utilrt/s or ctmipaiy's ctHnpGance and to in̂ }OSe pai^ies for non-ctHnF îance wth ttie benctmiarks. HB 487 also 
establishes poJit^sregardirtg the gedogJc storage t^t^rboncfioxide and reqtjires the r«pt»tirig trf g rea^^ HB487iscurrenttypendtrigfntheOhiaHtxfseof 
Representaives. Al this time. Duke Energy is not able lo estimate the itTq>adthese legislative initiatives might have i»i tts constilitlaed results trf operattons, cashflows, or 
finandal position. 

Other. U.S. Franchised Eledric and Gas is engaged in planning efforts to meet pnsjeded toad growth in Hs senflce temlories. Long-temi prelections intficate a need for 
significant capacrty additions, which may indude new nuclear, integrated gaaficatitMi combined t^de (IGCC), txia faciHties or gas-fired generatitin units. Because of tfw tong 
lead times required to develop such assets. U.S. FrancNsed Eledric and Gas is taking steps now fo ensure those options are avs^abte. On Oet»mber 12,2007, Duke Energy 
Caolinas filed an apphcation with the Nudear Regulalory Commisston (NRC) for a comtaned Constructi'on and Operating License (COL) for two WfeslinghtHjse APIOOO 
(advanced passive) reactors for the proposed \A^iam States Lee III Nudear Station ̂  a srte in Cherokee County, South Candina. Eadi reactor is capaiAe of iwodudng 
approximalely 1.117 MW. Submitting the COL apfriication does nol comntit Duke Energy CaroHnas to tiiM nudea unrts. On Febnjaiy 25. 2006, Duke Energy Carotinas 
received confinnation from the NRC Ihat rts COL i4Splication has been accepted and docketed for the next stage of rewew. Wso, <MI Oecaittwr 7.2007, I^JkeEnergy Carotinas 
filed apf^icaions with the NCUC and the PSCSC for approve of Oi^e E n a ^ Carctinas'deddon to Incur devekipment costs assodated wth ttia |»iiposed WilHam ^ i tes Lee 
111 Nudear Station. The NCUC had previously approved Ouke Ene^'s det̂ skm to incur the Nortti Caolina attocatrfe shae of up to $125 milliai in dev^ofnnenttnstS'thmugh 
2007. The new requests cover a total of up to $230 riiHtion in dev^i^nent costs thnxigh 2009. whkih is comprised trf $70 mHlion incurrail ttuou^ Deeemb« 31,2007 {^is a i 
addrtion^ $160 million of aniidpaed costs in 2008 and 2009. The NCUC held an evidentiary hearing on Ouke Energy Cardinas' appHc^on a i April 29,2008, and the PSCSC 
has scheduled an evidentiary hearing for May 12, 2008. 

On June 2, 2006. Duke Energy Caolinas filed an ap|rfk:ation witti the NCUC for a Certificate of PubHc Convenience and Necessity (CPCN) lo consttuci two 600 MW state 
of the art coal generaion units a its existing CHffside Steam Station in North Caolina On Mach 21,2007. the NCUC issued an Onler lowing Ouke Energy Caolinas to binld 
one BOO MW unit. Its Onler explained the basis for its dedsion to af^rove consttuction of one unrt, wtth a i approved cost estimae of $1.93 biHkm pnduding AFUDC). and 
induded certain conditions induding providing for updates on construction co^ estimates. A group trf environmental interveners filed a mtrtitm and supplenientd mtrfion for 
reconsideration in April 2007 and May 2007, respectively. The NCUC denied the motkins tor rectmsitlaation in June 2007. On Fetmiary 29, 2008, Duke Enagy Caroltnas filed 
its latest updated cost estimae of $1.3 biHion (exckicHng approximately $0.6 tiHIion trf AFUOC) for ttie approved new Cltff^de Unit 6. Duke Energy CaroHnas t>^ieves tha the 
overall cost of Cliffside Unit 6 wll be reduced by approximately $ 125 nsUion in fedaal advaiced ctean txwH tax credrts. On Febmary 20. 2008, Duke Energy CaroHnas altered 
into an amended and restaed engineering, prot;uremenl, conslrudion and ct>mmissitMiing services agreement, valued at apprc»(iniat^$1,3 bWion, wrth an af^ae trf TTie 
Sfiaw Group, Inc., of whidi approximately $950 n̂ lHon reiaes lo participation in the consttudion of CUffside Unrt 6, with the remainder related lo a flue gas desulfurizatitm 
system on an existing unrt at Cliffside. 

On January 29, 2008, the North Cadina Department of Environment and Natural Resources (DENR) issued a final air perniit for the new Cliffside Untt 6 and on-ate 
conslrudion has begun. In March 2008. four contested case petittais were filed af^iealing the finsH air perniH. Duke Energy has mtnred to intenrene In aH four tases and ttie 
DENR has moved to consdidae aH four cases. A hearing is not expeded before the sectind quarter of 2009. 
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On Odober 11, 2007, the environmental group N.C. Waste Awaeness Retiudion N^work (W)<Û N) and two rndividu^ N.C. V^RN members filed apetitit»i against ttie 
DENR contesting ihe issuance of a wastewater discharge pemtit to Duke Energy CaroHnas ftJT the Cliffside Steam Station. This matter has been settled and the dismissal and 
settlement dt)CLKnent was filed wilh Ihe Office of Adminisfraiva Hearings on Mart^ 4,2008. 

Based on initisH review, Ihe D.C. Circurt Court of Appeal's Febmary 8,2008 dedsion locating the U.S. Environmaital Protedion Agency's (EPA) CAMR shouAd have no 
immediate impad on Cliffside. The Nortti Carolina mercury emission Hmrt is mtne stringent than the new source limtt in CAMR. On Madi 5.2008. the Southern Enviraimailal 
Law Center filed a letter with the North Carolina Division of Air Quadtty (DAQ) on b^ialf of 17 environmental groups. The letter urges DAQ to reopen and modify or revoke 
Cliffside's air pamit because of the D.C. Circuit Court's dedsion vacating CAMR. On March 19. 2008. N.C. WARN filed a contested case petitton wrth ttie Office of 
Adntinistraive Hearings challenging the CHffside ar permit and se^ng a stay. Also In March 2008. the Southern Environmental Law Center, tHi behaM of severed enirironmentd 
organizaions. several Rivakeeper agar^zations and App^acNan Vaces tiled (xxitested case petititms. Duke Energy Cartrfinas moved to intervene in ttiese three cases. 

On June 29. 2007. Duke Energy CaroHnas filed iwth the NCUC prdinrfnary CPCN Infomiation to wnstrud a 620 MW combined t^de natural gas-fired generating fadlity at 
rts existing Dan River Steam Slation, as weH as updaed pr^minary CPCN information to construd a 620 MW ccHnbined cyde nsdird gas-fired gaiaatmg fadKty a its existing 
Buck Steam Station. On December 14, 2007, Duke Enagy Cardinas filed CPCN applications for ttie twro combined t^de fadHties. 1>ie f4CUC I m con»>lld3ted its 
consideration ofthe two CPCN applicatitms and held an eifldentiary hearing on the applications on Mardi 11, 2008. AU parties titod p>roposed orders and/or post-hearing briefs 
with the NCUC on April 10, 2008, and a final order is expeded from ttie NCUC by June 9.2008. On May 5, 2008, Duke Energy CaroHnas entered into an en^neering. 
conslrudion and commissioning sen/ices agreement, vdued a s^proximately $275 mHHon. wrth Shaw Nortti Cartifina, tnc. 

The comNned cyde natural gas-fired generating fadlity at the existing Buck Steam Station wHI ^ e d an istrfaed wetland, aid Ouke Energy Carotinas appHed for a state 
permrt. DENR issued the permit with an unacceptable condition requiring submission trf a stomiwater plan before aigineering and fwojed sHing have detemsned the toc^on of 
ttie fadlities. Duke Energy Carolinas filed a proledive contested case petition a i April 11,2008. to preserve Duke E n e ^ Carolinas' rights to continue negotiating wtth DEISĤ . 

In Augud 2005, Duke Energy Indiana filed an application wtth the lURC tor apfHOval of study and preconstiudkm coste r^ ted to the jtwtt development of an IGCC projed 
wiUi Souttiern Indiana Gas and Eledric Company d/b/a Vedren Energy Delivery of Indiana, tnc. (Vedren). Duke Energy IrKtiana and Vedren reacdied a Settlemertt Agreaiwnt 
with tfie Indiana Office of Utility Consumer Counselor providing for Uie recovery of such costs if the IGCC prtjjed is approved and construded and for the partis recovery trf 
such costs if tha IGCC projed does ntrt go forward. The lURC issued an orda on Ji% 26.2006 approving the Setttemettt Agreement in tts entirety. 

On September 7, 2006. Duke Energy Indiana and Vedren Red a jc»nl petitton witti ttie lURC seating CPCN's for the consttuction af a 630 MW IGCC poww plail a Ddte 
Energy Indiana's Edwardsport Gaieraing Station in Kntnt Coimly. lridkiria.TfRp^itton describes the e^spticartts'iieed for atlcKomdlja^load generating capad^SKl r^^ 
timely recovery of all construction and operating costs r^aed to ttie proposed generating station, indutttng finaidng costs, tt>getha' wth catain incetttive ratanatdng treament. 
Duke Energy Indiana and Vedren filed their cases in chief wrth the lURC on Odt}t}er 24. 2006. Duka Biergy Indiana's publk^y filed testimony wtti the lURC states ttia industry 
estimaes (as pro\ided by the Eledric Power Reseach Instrtute (EPRI)). of total ca^Hai requirements for a fadlity (rf tfiis type and size are in the raige trf $ 1.6 b^itm to $2.1 
biHion (inducting escaiaion to 2011 and owners' spedfic site cosls). In April 2007, OiHte Energy Indiana and Vedren filed a Front End Engineering and Design Study Report 
which induded an updated estimaed cost for the IGCC projed trf approxima^y $2 bHHon (induding approximately $120 mfflran trf AFUOC). In Ai^ust 2007, Vectren wtbdrew 
rts partidpation in the IGCC plant. Duke Energy Indiana is currently exi^oring its options, Indutting assunsng 100% ofthe plarrf capadty. Absait klentrtication of an altem^^ve 
joint owner, Duke Energy Indiana wot^d own 100% erf the IGCC plartt capacity. 

On htovemb r̂ 20. 20D7, the lURC issued an orda granting Duke Energy Indiana CPCN's ftw the proposed IGCC projed and approved the tim^y recovery of ctists rdated 
to Ihe project. The lURC also approved Duke Energy Indiana's proposal to inttiae a proceeding in May 2008 conceming proposes for the study of partieH cart»n capture, 
sequestraion and/or enhanced oil recovery for the Edwardsport IGCC Projed. On January 25. 2008. Duke Energy Intfiana recehred the final air pemirt from the Indiana 
Departmenl of Environmental Management. The Citizens Action Coalition of Indiana, Inc., Sierra Club, Inc.. Save ttie V^lay, Inc., and Valley Watch, Inc., aH intervenors in the 
CPCN proceeding, have appealed the lURC Order lo the Intfiana Court trfAppe^s and also appealed the air permit. These appe^s are perwUng. 
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On May 1, 2008, Duke Energy Indiana fded its first semi-annual IGCC Rider and ongoing review proceeding wtth ttie lURC as reqiared under ttie CPCN Ofda issued by 
the lURC in November 2007, wNch approved the IGCC Projed. In rts filing, Duke Energy Indiana requested approve of plans to study cartwn cs^ure, setpjestration aid/« 
enhanced oH recovery, as required by the lURC's Novanber 2007 CPCN Order, and f a approval of a new cost estimate for the IGCC Projed of $2.3 bilRon (inducing 
approximaeiy $125 milfion trf AFUOC). Duka Energy Indiana has requested expedrted proceedings for considerati'on of ttie cost estimate increase. A procedure schedule has 
not been set al this time. Under the CPCN order and stautory provisions, Duke Energy is entitled to recover the costs reasonably inoirred in reHance on ttie CPCN Oder. 

Ouke Energy has been awarded approximately $125 miHion of federa advanced dean coal lax credrts assodated wHh tts consirudkHi of OHfside UrHt 6 and ̂ ^HOMinalely 
$ 134 miHion of federal advanced dean coal tax credits assodaed with tts consttuction of ttie Echwardsport IGCC plant. Since these aedtts were issued. App^acNan Vdces 
and The Canary Coalition of Sylva have filed suit in a Washington federal court atterr̂ Tting to trfock fax credrts issued to Duke Energy and other utilities tha are in the process 
of constructing dean-coat technology plants throughout the United States, citing that the DOE violated the tdation^ Environmental Protedion Ad in granting these credrts. ITie 
groups are seeking a preliminary injundion requiring the DOE to suspend the credrts until ttie merits of tiw suit can be heanl. Duke Energy beHeves these credrts wae ^operiy 
awarded. 

In April 2005, the PUCO issued an order opening a staewide investigation inlo risa leaks in gas pipeline systems throughout Ohio. The invesHgaion ft^kiwed four 
explosions since 2000 caused by gas riser teaks, induding an April 2000 exptoatm in Duke Energy Ohio's service area. In November 2006, the PUCO Staff releawd ttie oqjert 
report, whidi conduded ttial certain types of risers are prone to leaks under various conditions, induding over-tightening during inHiad tnasferfton. The PUCO Staff 
recommended that natural gas companies continue to monitor the sitijaUon and study ttie cause of any further riser leaks to deternvne v^ielher kaVher remedi^ action is 
waranled, Duke Energy Ohio has approximaeiy 87,000 trf these risers on its tfistilbution system. H ttte F^CO orders nsrturat gais tx)mpanies to refriace aH of these risers, Dirite 
Energy Ohio estimates a replacement cost of approximately $40 miHitMi. As part of the rate case filed in Jirfy 2007 (see 'Duke Energy ONo Gas Rate Case' above), Duke 
Energy Ohio requested approve from the PUCO to acceterae its riser replacement program. The riser reirfaoement program is contained in tha settlement reached wtth fA 
intenreners and will be completed at the end of 2012. 

FERC 203 Appticat'on. On April 23, 2008, Duke Energy Ohio and certan affiliaes filed an applic^on with the FERG requesting approval to ti^nsfa Duke Energy Ohio's 
eledric gaierating fadlities, some of whk^ are de»gnatod to serve C k̂> customers, to affiHate compaues. The aftitiale C(»npanies would be consotidated by Duke Energy. The 
FERC filing (toes not obiigae Duke Energy to make the transfer of the dectrto generating fadHttes, and maviagemait is in the process trf evak^tting the potattid transfa. 
Management beeves the proposed asset ttansfer t:outo pro\̂ cle greaa finaideH flembity for the assete. The asset trar^^a^ ctnnplies wth Duke Energy ONo's Corporate 
SepaiBtion Plan that was amended by the PUCO in 2007. As prevHHisly discussed. SB 221 limits the abifityrrf a irtifily to transfer tts designated ga ie ra^asse^ to an EWG 
absent PUCO apprtival. The filing does nol impad Duke Energy Ohio's cunail raes. 
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Conunercial Power. Reported resutts for Commerd^ Ptiwer ae subjed lo vt^atiltty due to ttie ova- or unda-ct^lection of certain costs, induding fiiel and pwdiased 
power, since Commerdal Power is not subjed to regulatory acctiunting pursuant to SFAS No. 71. 'Accoun^g for Certan Types of Regulation.' In addrtion, Conmierci^ Power 
could be impaded by certain of the regiHaory matters ttiscussed above, induding the Duke Energy ONo elet^c rate filings. 

14. Commitments and Contingencies 
Environmental 

Duke Energy is subjed to intemaionai, feder^, slate and locaH reguiaions regarcHng ar and waer t̂ ualtty, hazadous and striid wasle disposal and otha environmental 
matters. These regulations can be t:hanged from time to time, imposing new obtigations on Duke Energy. 

Remediation ActtV/bes. Duke Energy and rts affHiaes are respt^n^e tor environmental remediation at various ctmtamkiaed ates. T^se indude some properties ihalt are 
part of ongoing Duke Energy operaions, srtes formerly owned a used by Duke Energy entities, and sites ovmed by third irarties. RemecHation typicaUy involves raanagemBnt of 
contaminated soils and may involve groundwaer remediaion. Managed in conjunction witti r^evant federal, state and Uxsi agenda, acti\flttes vary wtth stte t»ndrti«is and 
locations, remedial requirements, com r̂fexrty and sharing of responsibHity. tt remediation adi\fltie5 invdve statutory joint and several HabHrty provisitHis, strid fi^sRHy, tw cost 
recovay or t̂ ontribution adions, Duke Energy tir rts affiliaes c»ukJ ptrfenliafly tie held responsible for confanr̂ nation t»used by olher parties. In stHne in^ances, I^ke Energy 
may share liability assodaed wrth contamination wtth other potentially re^ransibte parties, and may also tienetit from insurance pt^ides or corttradual Indemnities that cover 
some or aH deanup costs. AU of these srtes generaHy are managed in the nomiat course of buaness or ^fitiate operations. Duke Energy believes ttial carqi^etitin tN* resokrtion 
of these matters u l̂l have no material adverse effed on tts consoHdaed results of operaions, cash flows or finandal position. 

Clean Water Act 316(b). The EPA finalized rts coding waer intake stnrdures nie in July 2004. The rule estatrfished aquatic protection reqijrements for existing fadlrtiw 
tha withdraw 50 million gallons or more of waer per day from riwrs, streams, lakes, reserwirs, estuaries, ticeans, or trttier U.S. waers for cooling jMirposes. Fourteen of ttie 
23 coal and nudear-fueled generating facHtties in which Duke Energy is erther a whote or parttaH cuma are affected sounies unda tha rute. On January 25, 2007, ttie U.S. 
Court of Appeals for the Second Circurt issued rts t^nion in Rrveikeepa; Inc. v. S%. Nos. 04-6692-ag(L) et. al. (2d Or. 2007) remanding most aspeds of the EPA's rule back 
to the agency The court effectively disaltowed ttiose portions trf the rule most fawraUe to industty, and the dedsion creaes a grea deal trf uncerilaJnty regarding future 
requirements and their timing. Duke Energy is stHI un^rfe to estimae costs to ccmiply wth the EPA's rute. alttiough it is expeded that costs wItt mtrease as a resiA erf the 
court's decision. The magnitude of any such increase cannot be estimaed at this time. On AprH 14.2008. ttie U.S. Supreme Court issued a i order ̂ panting review ofthe case. 
A dedsion is not likejy until 2009 after briefs are submrtled and oral argunwnt txxairs. 
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Clean Air Intarstate Rule (CAIR). Tfie EPA finEHized tts CAIR in May 2005. The CAIR limrts total annual and summertime NOx emissions and annual SO2 entissions from 
dedric generating facilrties across the Eastem U.S. through a two-phased cap-and-trade program. Phase 1 begins in 2009 for NOx and in 20l01tH- SO2. Phase 2 l»^ns in 
2015 for both NOx and SO2. The emission controls Duke Enagy is insl^tng to comply vAvt ̂ ate ctean ar legiaa^on wH contritnite sigi^t:antty lo adtieving comptiaice wtth 
CAIR requiremenls (see Note 13). In addrtk)n, Duke Energy curtently estimates that tts Midwest dedric operations wiH spaid approximaeiy $300 million between 2008 and 
2012 lo comply wrffi phase 1 of CAIR and approximately $200 mHlion for CAIR Phase 2 compliant* costs over the period 2008-2017. The lURC issued an tMder in 2006 
granting Duke Energy Indiana approximately $1.07 bilHon in rae recovery lo cover tts estimaied Pfiase 1 ctmmfiance costs trf CAIR/CAMR in Intfiana. Duke Energy Ohio 
receives partial recovery of depredation and financing costs reiaed lo envirormientol (Ximirfiance projects for 2005-2008 through tts RSP. 

On March 25, 2008, the U.S. Court of Appeas for the Distrid trf Oslumbia heau^ oral argument in a case invdinng midt^ile chaBenges to the CAIR. Neariy aH aspects of 
the rule were t:hal|enged, but Duke Energy ch r̂itenged only Uie portions pertaining to sulfur dioxide aHowanc« allocatons. A dedsiai is expeded In the summer trf 2008. The 
outcome and any resuHing consequences tsnnot be estimated a this time. 

Clean Air Mercury Rule (CAMR). The EPA finaHzed rts CAMR in May 2005. The CAMR wras to have limrted totd annual mercury envsskHis from coaMired power plants 
across the U.S. through a two-phased cap-and-trade program beginning in 2010. On February 8,2008 ttie U.S. Court trf Appeals tor the Disttid trf CtilumNa issued rts opinion 
in New Jersey v. SPA, No. 05-1097 vacating the CAMR. The ttedsion creaes uncertainly regardnig future mercury emts^on reductitm requirements and their tinting. Tha EPA 
and UtHities have requested rehearing of the D.C. Circurt Court dedsion by the entire D.C. Circurt panel (en banc re\riew). The court has orctered briefing on whether tt diould 
accept the case for en banc review. Thus, the matter remains unsettled uaH the court deddes whettier to reliear ttie case. Barring revereal of the ded^on if rehearet, there wiH 
be a dday in the implementation of feda^ mert^ry requirements f a existing coal-tired power plants whHe the EPA conducts a new rulem^ng. Duke Energy is unabte to 
estimate the costs lo comply with a new EPA rule, atthough it is expeded that ct̂ sts will increase as a resutt of the court's dedsitm. 

Coal Comljustion Product (CCP) Management Ouke Energy cunaifly estimates that rt will ̂ jend af^roximataty $320 mjUion over ttie period 2008-2012 to In^a^ synthetic 
caps and liners a ewsting and new CCP landfills and to convert CCP handlmg systems fiom wet to dry systems. 

Ext^ded Environmental Acuities and Accruafs. Induded in CMier wtttin D^ared Credrts and Otha Uat̂ Hties and Ottia Current Liabilrties t»i the Consotidated Badants 
Sheets were total accni^s reiaed to extended environmentat-reiaed activrties of approximate^ $60 mitiion and $52 nulHon as erf Maudi 31,2008 and Decanba 31, 2007, 
respectively These ao^ruals represail Duke Energy's fmivisitins for costs assodaed wrth remediaion adivities at some trf tts txirrertt and former srtes. as w ^ as other 
relevant environmental txntingent liabilities. Ouke Enagy believes ttia tximptetton tn' resolulk}n of these marttas wH have no maeri^ impad on rts cotistdidated rearfts of 
operations, cash flows or finandal position. 

Lrtigation 
New Source Review (NSR). M 1993-2000, the U.S. DOJ acting on behatt ofthe EPA. filed a nundier trf com[rfaitts aid ntrftces trf \Aolation agsrinst nuilttjrfe utiHties across 

ttie country for alleged vioiaions of the NSR provisions of Ihe Clean Air Ad (CAA). Generally, the govanment a l l ies ttiat pro^srAs f»ertonned at various coari-fired unrts wae 
major modifications, as defined in the CAA. and Iha the utHities \riolaed the CAA v ^ n they undertook ttiose projects wttiout obtaining parrwts and Histaflino the be^ available 
emission conlrds for SO2, NOx and particulae matter. The complaints seek injaicHve rdiet to requke instaflatton of pdlutton cxintrol tec^nt^ogy on various aHegecfly violattng 
generaing units, and unspedlied dvil penatties in amoimts trf up to $27,500 per day f a eat^ violatitMi. A nunrtier of Duke Enagy's i^artts have been subjed to These 
aHegations. Ouke Energy asserts tha there were no CAA violations because the appticatde r^ulations tto not require perrrMtting in cases v^ere the projeds undataken are 
"routine" a otherwise do not result in a nel increase in emissions. 

In 2000, Ihe gt>vernment brought a lawsurt against Ouke Enagy in the U.S. Distrid Court in Greenslioro, North CaroHna. The EPA daims tha 29 projects peitormed a 25 
of Duke Energy's coal-tired unrts in the Carolinas violae these NSR provisions. Three envkonmerrtal groups have intervened in the t:ase. In August 2003, the trifH court issued 
a summary judgment opinion adopting Ouke Energy's legal posrttons on the standad to be used for measuring an increase In emissions, and granted judgment in favtH" of Didte 
Energy. The trial courts dedsion was appealed and urtimately reversed and remanded for Ir i^ by the U.S. Supreme Coitft. At trial, Ouke Enagy wHl continue to assert ttia the 
projeds were rtnitine or not projeded lo increase emissions. No trial dae has been set. 
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lnNovemt>er 1999, the U.S. brought a lawsurt in the U.S. Federal Disbict Court f a ttie StHiUiem Distrid of Indiana against Cinergy, tXttte Enei^ Ohio, and Duke Energy 
Indiana alleging various violations of the CAA for various projeds a six of Ouke Energy twned and co-owned generating stations in tiie Midwest. AddhionaUy, the suit daims 
ttia Duke Energy vidated an Administraive Consent Order entered inlo m 1998 between the EPA and Cinergy relating to sieged vitrfations of Ohto's Strfe Imf^ementation 
Plan (SIP) provisions goveming particulate matter a Unrt 1 a Ouke Energy Ohk>'s W.C. Beclqad Station. Three northeast states and two environmental g ro t^ have 
intervened in the t̂ ase. In June 2007, the tri^ court ruled, as a matter of law, Iha 11 tjf 23 projeds untlertaken al Ihe planis <to not quadify for the 'Kiutine* ext^ption in ttie 
reguiaions. The court ruled further that the defendants had l a r notice" erf Ifie EPA's intapraatten of the sqajirficatde regulations. In April 2008, the plaintifl's drt^ped ttieir daims 
on six projeds, remowng one generaion staion from the lawsuii Ajury IriiH commenced on May 5,2008. 

Cinergy and Duke Energy Ohio have been infomned by Dayton Powa and Light (DP&L) Iha in June 2000. the EPA issued a Ntrftoe of \^olation (NOV) lo DP8iLfor alleged 
vioiaions of CAA requirements at a station opa^ed by OPSl andjoinfly-ovmed by OP&L, Cohmibus Souttiern Powa' Con^»any (CSP), and Duke Energy ONo. The NOV 
intticated the EPA may issue an order reqinring compliance wtth the requirements of the ONo SIP, a brir^ a dvil adion seeldng irijunctive lefief and CM\ penaMes trf t̂ > fo 
$27,500 per day for each vioiaion. In September 2004, Marilyn W d̂l aid the ^erra Chib brought a taw^uK against Ouke Enagy C t̂io, DP&L and C:^ for ^eged wdaions of 
the CAA at this same generaing station. On Decemba 14. 2007, ttia Court ordaed a stay of the Htigation pericHng settlement negotiations among the parties. Uiat ^ay is set to 
expire on May 15. 2008. Trial is currentiy scheduled lo commence in August 2008. 

On April 3, 2008, the Sierra Club filed anotha lawsuH In the U.S. C3î rid Court for the StHittiern Distrid of Indiana again^ Duke Energy Imtiana and certain affiUated 
companies daiming NSR violations a the Edward^iort generating station in Knox CtHjnty, Indiana. Sierra Club daims thai E^ke Energy vitilaed the CAA vriien tt undertook 
various unnamed maintenance projeds a Edwardsport wthout obtairting pamrts and insU^ng the bed availalrfe emis^n conttols. Siena Oub hirtha states ttiat it intends to 
file surt for additional alleged v^daions erf the CAA and the Indiana Stae ImplementatitHi Plan. On April 29,20O8, the [dî nttff sent notice of this lawsiit and a request tor waiva 
of service to the defendants. The defendaits' current deadline to answa a dhawise respond to tfie complaa Is June 28,2006. 

It is not possible lo predid wth certainty whether Duke Energy will incur aiy tiatHKty a to estimae ttie damages, tt any, ttia Duke Ea&gy ntight inair in connectkHi wtti 
these matters. Uttimate resdution of ttiese matters, even in settiement, could have a maaial adverse effed tm Ouke Bierg/s consoHdated residls trf t}paatt(»ts. cash flows or 
finandal oosition. However Duke Energy will pursue ^ipropriae regtJdatory tteament tor any costs incuired HI connetrtion wtth siKh restilution. 

Cafhon epoxide (CO2) Litigation. In JiJy 2004, the aates of Connec^cut, New York, (^auftwiia. Iowa, New Jersey, F îode ts^nd, Viermont. Wisconsin auid the Crty of New 
York brought a lawsuit in the U.S. Distrid Court for the Souttiem [iMstrid of New Yorii aganst On&m, ̂ nerican Qectnc Power .Ctmjpany, tnt:.. Amedcam Electtic Power 
Senrice Corporaion, The Southern Company, Tennessee Valley Auttiority. and Xce) Energy Inc. A simaa lawsurt was filed in ttie U.S. tMsrict Coiotfv ttie Soirthem Disttid of 
New York aganst the same compaiies by Open Space Institute. Inc. (Men Space Consen^ncy^ Inc., and The Autkibon Society of New Hain^Me. These law^iHs aMege tha 
the defendants' emissions of CO2 from Ihe combustion of fossH fuels a ^ecdric ga ia^ng facilittes t»nttibute to dtobai warmirnand amount to a put^c niisance. The 
comt̂ amts also allege tha the defendants could generate the same amount of aecAridty white envttirtg sigtttfitiaffiy tess C02. ine plannWs are seeking an Injunction retiuiring 
each defendant to cap its CO2 emissions and then reduce them by a specified percenl^e each yea for a teast a decade. In Sefrtember 2005, ttie Diarid Court granted the 
defendanis' motion to dismiss the lawsurt. The (rfatntiffs have appealed this njHng to the Setrond Circuit Coat of AppeaHs. Orzri au^umants were heM before the Second Cirtajtt 
Court trf Appeals on June 7. 200$. It is nol possible to predid witii certainty virtiettia' DiAne Energy will int^r any liabHtty or to estimae the damages, if any, tha Ouke Enagy 
might incur in conneditMi with this matter. 

Hunicane Katrina Lawsuit In April 2006, Duke Energy and Cinergy vrere naned in the tttird amended complaint of a purported dass action lawsutt Bed in Ihe U.S. Distrid 
Court for the Southern Distrid of Mississippi. Plaintiffs daim tha Duke Energy and On&gy. aiong wtth numerous oUia utifities, oH cwnpanies, tx}al ct>n^>aiies and chemicd 
companies, are liable for damages reiaing to tosses suffered by victims of Hahcane Kattina. Pfaintiffs daim that ttefendanfs' greerttitHse gas emissions corrfributed to the 
frequency and intensity of storms sut^ as Hurricane Karina, In Odober 2006, Duke Energy and Cinergy iwere served wrth INs tav<na.HL On August 30,2007. the court ttismissed 
the case. The plaintiffs have filed their a îpeal to the Fifth Circuit Court of Appeas. Briefing is ongoing in the Fifth Ciraiil. H is nol possiWe lo predid wtth catainty virhetha Duke 
Energy or Cinergy will incur any liat^ity or to estimae the damages, ttany, tha Ouke Energy or Chiergy might intxjr in connedion wnth this matter. 
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San Drego Price Indexing Cases. Duke Energy and several of rts achates, as well as otha enagy ctHnpanies. have been parties to 13 lawsurts whk:h have beai 
coordinaed as Ihe 'Price Indexing Cases" in San Diego, CaTitorttia. The ptaintifte aHege tfiat the defendants conspired to manipul̂ tte the price of nahirai gas in violafion of state 
and/or feder^ antitrust laws, unfair business pradices and trftia laws. Plaintiffs in some of tti« cases furtha allege that such activities. Inducfing enga^ng in 'round tiip' trades. 
providing false information to natural gas ti'ade publicaions and ur̂ awfiHly ex<rfianging inftirmatton, resulted in aulifidaHy high energy prices. In Decentoa 2007, Duke Energy 
reached a settlement in prindpte to settie the 13 cases. A settlemait agreematt was executed in Fdmiaiy 2008. The proposed s^emenl wH not have a material adverse 
effed on Duke Energy's constrfidated resutts of operations, cash floww or finandal posrtion. 

Ofher Price Reporting Cases. A lotal of 12 lawsurts have t}een filed against Duke Enariy affiHates and otfier energy companies. Seven of these cases were dismissed on 
filed rate and/or federal preemptitm grounds, and the ptantiffs in each of these dismissed cases ^pealed thar respedive mfings. On September 24,2007, ttie Nintti Circut 
reversed the prior rulings and remanded four of the cases to the CNslrid Court for further proceedings. Defentlants ret)ue^ for reconatleraHon was denied. In Jidy 2007. the 
judge in two of the cases reconsidered and reversed his prior n^ng dismissing ttie cases. The seventh case was appealed to ttie Tainessee Ctiurt erf Appeals, «fhere c ^ 
argument was heard in November 2007 and a decision is pencting. In Febmary 2006, ttie ̂ idge in one of ttie cases granted a moti(»i to cHsnrass and entered ̂ id^nent In favor 
of DETM. Plaintiffs' mdion to reconsider was, in lage part, denied. Each of ttiese cases contains sinnlar daims, that ttie respective |:^ntiffs, aid the dasses ttiey daim lo 
represent, were hanned by the defendants' alleged maNpulartion of the nature gas marttets by vaicHis means, induding |»x}uding false informafitm to natural gas trade 
publicaions and entering into unlawful an'angements and agreematts in vioiaion ofthe ailrtrust laws of the respective states. Plaintiffs seek damages in unspecified amouits. 
Al this time, Ouke Energy is unatrfe to express an opinion regarding the probaMe outctime or estimae damages, if any, relaal lo Ihese matters. 

Westem Electricity Litigation. Plaintiffs, on behatt of themselves and others, in three lawsuits aHege ttia Ouke Energy affiliaes, among other energy compares, artifidaliy 
inflated the price of eledridty in certan western staes. Two of the cases were ctismissed and plaintiffs ar̂ îealed to the U.S. Court of Appe^ for the NinUi CirciHt. Of tht^e two 
cases, one was dismissed by agreement in Mareh 2007. In November 2007, ttie «?uri issued an opinion affimwig dismiss^ and plainfiffs ffled a motion tor rehearing. Plaintiffs 
in these cases seek damages in unspecified amounts. It is not possibte to prettid wrth certaitty whetiier Duke Energy wfll incur any li^iHrty or to esflmatethe damages, if any, 
that Ouke Energy might incur in connection wrth Uiese lawsurts, but Duke Energy tloes not presentty believe the outcome of ttiese matters wrti have a maaial adverse effed on 
its consdidated results of operations, cash fltiws a finandal ptjsttion. 

Tradng Related Investiga^ons. Beginning in Fetmiary 2004. DxAe Energy has recaired requests f a Hifomi^ton from the U.S. Attorney's offiM in Houstcm focused tm the 
natural gas price reporting activrties of certain indivtctoals involved m DETM trading tjperatituis. Duke Energy has ctxiperated wrth ttie govemmatt in ttiis inves^a^n aid is 
unable to express Em opinionregardingtheprtibatiletHiltmneae^im^edamages, ttany. rdated to tNsmatter a this time. 

ExxonMobil Disputes. In April 2004, Motril Natural Gas. Inc. (MNGI) and 3946231 Canada, Ina (39^231, aid cdtectively with MNGI. E»ronMobH) fHed a ttemand for 
Arbitraion against Duke Energy, DETMI Management Inc. (DETMI), DTMSI Managemea Ltd. (DT îlSI) and ottier affiliaes of Ouke Energy. MNGt and DETMI are ttie scte 
members erf DETM. OTMSl and 3946231 are the sde benefidaH owners of Duke Energy Marieeting Limfted PartnersNp (DBilLP. and wrth t^TM. ttie Ventures). Amcmg ottier 
aHegations. ExxonMobil alleged that DETMI and DTMSI engaged in wrongful acttons rdating to affHiate ttading, payment of senrice fees, expense adiocattons aid distribution of 
eamings in breach erf agreements and fidudary duties relating to the Ventures. ExxonMobil sought to recover aduad damages, plus attorneys' fees and exemplary damages; 
aggregae damages were spedfied at the artMtrafion hearing and tc^ed approximately $125 mHlion (exdutting nitaesl). Duke Energy daiied ttiese aHegations and fited 
counlerdaims asserting tha ExxonMot»l breached tts Venture obligations and other contradual obHgations. In March 2007, Ouke Energy and ExxonMobH executed a 
setttement agreement for global settiement of botti parties' daims. Tfie resolution trf ttiis matter did ntrf fiave a rrurterial effed on Duke Energy's consdidated results erf 
operations, cash flows or finandal posrticm. The gas supply agreements wrth trfha parties, under wNch DEMLP ccmtinues to remain obligaed, are currentiy e^mated to resull 
f r losses of up to approximately $70 million through 2011. As Duke Energy has a i ownership interest of approjdmaely 60% in DEMLP. only 60% of any tosses would impad 
pre-lax eanings for Duke Energy. Htwever, these tosses are sirf>jed to change in ttie hrture in the event of changes in market ccmcfiti'tms and under^mg assurr^ons. 

Duke Energy Retirement Cash Balance Plan. A dass adion tavirsurt was filed in federal court in Soutti CaroHna agaunst Duke Energy and the Duke Energy Retirement 
Cadi Balance Plan, alleging vioiaions erf Employee Retirement Income Security Ad (ERISA) and Ihe Age Discriminatitm in Employment Ad. These aHegations arise out erf ttie 
conversion of the Duke Energy Company Empdoyees' Retirement Plan 
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into tiie Duke Energy Retirement Cash Balance Plan. The case ̂ so raises stmie Plan adnsnistration issues, aHeging errors in the api^ication of Han provisions (e.g.. the 
CcHculatton of interest rae credits in 1997 and 1998 and the c^t^ation trf lump-sum ctistributions). The î aintiffs seek to represent present and ftirnia pavltdpants in the 
Duke Energy Rairement Cash Balance Plan. This group is e^m^ed to include appronmaldy 36.000 persons. The plaintiffs ^so seek to divkle the putative dass into 
sub-dasses based on age. Six causes of adicm are alleged, ranging from age discrimination, lo various allEged ERISA vtolations. to aHegations trf breach erf fiduciaiy duly The 
f^atnliffs seek a broad array of remedies, induding a retroactive reformation of ttie Duke Enagy Retirement Cash Balance Plan and a recakidation of partidpanis'/ 
benefldaries' benefits under Ihe revised and reformed |rfan. Duke Energy filed tts answa in March 2006. A second dass at^cm lawsutt was filed in federal cotfft Jn Soutti 
Carolina, afleging similar daims and seekihg lo represent the same dass of defaidartts. The sectmd case has beai vduntarily etismlssed, Uflthoul prejudice, effedively 
consolidating it wrth the first case. A portion of this contingent liabilfty was assigned to Spedra Energy in connecHon wrth Ihe s|^n-off in Jaiuary 2007. A hearing tm ttie 
plaintiffs' motion to amend the complaint to add adcHtional age distmmination dam, defendait's motion to dismiss and the respedive motions ftir summary judfpnertt was field 
in Decenttier 2007 and a dedsion is pending. The matter is currently in discoveiy wtti a taitative trial date ki July 2008. H is ntrf pos^bte to prettid with certainty vrfiether Duke 
Energy wH incur any Habilrty or to estimae the damages, tt any, ttiat Duke Enagy might inc^r in connedton wtth ttiJs matter. 

Ohio Antitrust Lawsuit. In January 2008, four plaintiffs, induding individual, industrial and non-profit customers, filed a lawsttit agan^ Duke Enagy in federal cxuirt In the 
Southern Distrid of Ohio. Plaintiffs allege that Duke Enagy (ttien Qnergy and The CandnnaU Gas & Eledric Company (CG&E)), conspired to provide inequita*te aid unfair 
prit̂ e advantages for certain large business consumers by entering into nor̂ pubHc edition agreements wrth such consumers In ext:hange tor their wittidrawaH trf tUialler^es to 
Duke Energy ONo's (then CG&E's) pending RSP. which was implemented in eariy 2005. Duke Energy strongly denes ttie allegatitms made in ttie lawsuit and on March 21. 
2008, Ouke Energy filed a mtrfion to dismiss jrfaintiffs' daims. 11 is not possible to predid with certainty «A êUier Duke Energy wiU incur any liabHity or to estimate tfie damages, if 
any, that Ouke Energy migfil incur in connedion with this matter. 

/Uaskan Global Warming Lawsurt. On February 26, 2008. plaintttfs fHed suft against Peabtidy Coâ  and various txl and p(wver company defaidanls, induding Duke Energy 
and certain of rts subsidiaries. Plaintiffs, the goveming btxties of an Inupiat ifliiage in /Uaska, b r o i ^ the actitm tm ttieir tnvn behatf and on beiiaiS of ttie iAU%|e's appromnat^ 
400 residents. The lawsuit alleges that defendants' emissions of C02 contiibuted to gMial warming and tx}nstitute a private and p ^ i c nuisance. Plaintiffs ^so aUege ttiatt 
certan defendants, induding Duke Energy, conspired to mi^ead the pubhc wrth reject to the dofaaH wanning. F^ainttlfs s e ^ unspedfied mtwietary damages, attorneys fees 
and expenses. Duke Energy has not yet oeen served wrth this lawsuit tt is ntrf possiNe to pretnd wrth certaHiity virhether Duke &iergy will intujr any liabHrty t»- to estimate the 
damaiges, if amy, that Duke Energy mtght incur in txsnnection wrtti ttiis matter. 

Asbestos-neiated Injuries and Damages Cfaims. Duke Energy has ejq^erienced numaous dasms fcu' indemniflcatkm and medicad cost ranttxirsement rel^ng to damages 
for bodily injuries aHeged to have arisen from the exposure to or use of asbestos in connectitm wth ccmstifuctton and maintenance at^inties txmducted by [Tufee Energy 
Cap:rfinas on rts eledric generation plants prior to 1985. 

Amounts recognized as asbestos-reiaed reserves r^aed lo Duke Energy Canwnas in ttie Consofidated Balaice Sheets totaled approximately $1,069 miHkin and $1,082 
million as of March 31,2008 and December 31, 2007. respedivdy. and are dassified in Other wttNn Deferred CrecHts aid Ottier Uabilrties and Olher wthin Current Liabilrties. 
These reserves are based upon the minimum amount in Duke Enag/s best estimae of ttie ramge of loss t a current and futore asbestos claims through 2027. Management 
tielieves tiia it is possible there will be addrtiona daims filed against Duke Energy Cartrfinas after 2027. In light of the uncertaHnttes inherent in a tonger-term forecast. 
management does ntit believe ttial they can reasonably estimale the indenuvty and medical costs that migtrt be incurred after 2027 related to such potentid claims. 
Asbestos-reiaed loss estimates incorporate antidpaed inflation, if applicable, and are recoreted on an undiscounted basis. These reserves ae based uptm mrrent estimates 
and are subjed to greater uncertainty as the projection period tengthens. A significartt upward or dtnvnward trend in the numberofdaums filed, the nature trf ttie aHeged injury, 
and the average cost of resdving each such daim could change our estimaed liabHity. as could any substantiad adverse or favoraNe verdid a Iria. A federal te^slative 
solution, further state tort reform or strudured settiement transadions could also change the estimated liabiHty. Given the uncertainties assodated witti projeding matta^ into 
the future and numerous ottier fat̂ tors outside our control, management tielieves that rt is possitrfe C^ke Energy Caofinas may incur asbestos liatriltties in excess (rf ttie 
recorded reserves. 

Duke Energy has a third-party insurance policy to cover certain losses reiaed lo Ouke Energy CaroHnas' a^iestos-related injuries and damiages above an aggregae s ^ 
insured raentionof $476 mHlion. Through March 31, 2008, DukeEne^y has matte approximately $473 milHon in payments ttia apply to this retention. The Insurance pt^ic^ 
limrt for potailial insurance recoveries for indemnification and mediced cost daim payments is $1,107 miHion in excess of the seU insured retention. Probable insuraice 
recoveries trf approximady 
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$1,040 million related to this policy are classified in the Consolidated Bdance Sheets in Other wilhin Investments and Other Assets and Recdvables as of botti March 31. 2008 
and December 31. 2007, respedivdy Ouke Energy is not aware of any uncertainties regading the leg^ suffidency of insurance daims a any significant sdvaicy concerns 
related to the insurance carrier. 

Duke Energy Indiana and Duke Energy Ohio have also been named as detendants or co-defendants in lawsuits rdaed to asbestos a Ihelr eledric generating stations. 
The impad on Duke Energy's ctmsdidaed resutts of operaions, cash flows, or finandad posrtion trf these cases to dae has not been material. Based tm estimates under 
varying assumptions (x>ncerNng uncertainties, such as. among trthas: (i) ttie number of conti^dors potenti^y exposed to astjeslos during constructitm m manlenance of 
Duke Energy Indiana and Duke Energy Ohio genaating trfanls; (ii) the possibte inddence of various iHnesses among exposed workers, and (Hi) Uia potentid setttement cosls 
wrthoul federal or other legislation ttia addresses asbestos tort actions. Duke Energy estimaes tha the range of reasonably po^ble exposure m eid^ng and future suits over 
the foreseeable future is nol maeriaf. TNs estimaed range of exposure may change as additton^ seftfemaite oct^r and da'ms are made and mae case (aw is estatrfished. 

El UK HolcSngs, Inc. In March. 2004. El UK Hdcfings. Inc. a subsidiary of FirslBiergy Corp, filed a oomplaunt in Ohki State Court. The complaint adteged ttiat Energy, and 
an affiliate, had breached certain agreements aid sought indemniflcaten from Cinagy. TTie case went to Iri^ and on Felwuary 14.2008, the jury returned a vercfid in favtsr of 
El UK Holdings and against Cinergy and ils affiliae and awarded El UK Hoklings $15 miflion. plus interest. Cinergy is appea^ngthe vad id 

Other UtigaSon and Legal ProceecSngs. Ouke Energy and tts subsidiaries are involved in other legad, tax and regulatory proceedings arising in ttie ordinary course of 
business, some of which involve substanltaj amounts. Duke Energy brieves ibat the final tflsposition of these proceedings wifl not have a maeriaf adverse effed on tts 
consoHdaed resutts of operations, cash flows or finandal position. 

Duke Energy has exposure to certain tegal matters ttial are described haein. As of March 31. 2008 and December 31,2007. Duke Energy has retarded resenKSS, 
induding reserves related to the aorementioned asbestos-raaed injuries and damages claims, of apprownratety $1.1 biHion aid !S1.1 NBitm, respectively, for these 
proceedings and exposures. Duke Energy has insurance cowrage for certain of Ihese kisses intairred. As of March 31, 2008andDecember31,2007. Duke Energy recognized 
approximsA^y $1,04Q million and Jt.040 million, respectively, of probable insurance rectiifflries rdated to these losses. These reserves r^jresertt maoagemerrf's best estimate 
of probable loss as defined by SFAS No. 5. "Acctn/nting for Conbngendes." 

Ouke Energy expenses legal costs rdaed to the defense of loss corrtingendes as incurred. 

Other Commitments and Contingencies 
Comrr\erd^ Power produced synfuel from fadlities I h^ qua£fied for tax credits (through 2007) in accofdaice wtth Sedion 29/45K of the Intamal Revalue Code ̂ certain 

requirements were saisfied. Sedion 25/45K provided for a pfiase-out trf the aecfit if the average price of taxide oH during a c ^ n d a year exceeded a specified thrediold. T>]e 
phase-out was based on a prescrit)ed caloiation and definition (rf crude dl prices. The e)^sure to synfuel tax t:redit phase-t»jl was monitaed as Ouke Enagy was atrfe to 
reduce or cease synfuel produdion based on the expedaion of any potentid tax ciedH pfiase-out. The objective of these a^vities was to reduce potentid losses incurred if the 
reference price tn a year exceeded a levd triggering a phase-out erf syrrfuel tax e:redrts. 

These o^difs reduced Duke Energy's income tax liabitity and, therefore. Ouke Energy's lax expense rectwded in (ncome From Discontinued Operatitms, net c4 tax (see 
Note 11), Commerdal Power's sale of synfuel had generated $339 rrwlliem in lax credits tftfough Oecemtia 31,2005. After redudr^forthspossibiJrty of phase-CMJl, the amount 
of additional credits generaed during the years ended Decemtaer 31,2007 and 2006 were approximately $84 mHlion and $20 miHion, respectively. Duke Energy ceased 
prtjdudion trf synfuel upon the expiraion ofthe tax credits a ttie end ol 2007, 

The Internal Revenue Service (IRS) has comjrfeted the audrt of Cinergy for the 2002, 2003, and 2004 lax years, induding the synfuel fadlrty owied during tha period, 
which represents $222 million of tax credits generaed during Ihe ^orementioned audrt period. The IRS has not proposed any adjustment thai would dis^ow tiie aedHs 
daimed during that period. Subsequent periods ae still subjed to audit. Duke Energy tielieves tha H tolerated in conformrty wrth alt the necessary requirements to be altewed 
such credits under Section 29/45K. 

Duke Energy was party to an agreement wrth a third party service {Moinder reiaed to certain future purchases. The agreement ctmtadned certain damage payment 
pro\nsions if qualifying purchases were not initiated by Scomber 2008. tn the fourth quarter of 2006, Ouke Energy initiaed early settiement discusaons regarding this 
agreement and reconJed a reserve of approximately $65 million. During ttie year ended December 31,2007. Duke Enagy paid ttie third parfy service provider approximately 
S20 miHion, which directiy reduced 
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Duke Energy's future exposure under the agreement, and furtha- retluced the reserve by $45 mHHon based uptm qualifying purt^ase commitments tha. once satisfied, fidfilts 
Duke Eneray's obligations under the aK|reement. There is no remaining reserve assodaed wrth this agreement. 

In Oaober 2OQ6 Duke Energy began an inlemal invrestigation inio improper data raxirting to ttie EPA regarding aur emissions untler the NOx Budga Program al Duke 
Energy s DEGS of Narrcjws, L.L.C! power plant facility in Narrtnvs, Vir^nia. The investigaton has revealed evidence of f^sifit:afitm trf data by an employee r^ahng to ttie quaHty 
assurance testing ol Us continuous emissions monitoring system to monrtor heat input and NOx emissions. In Decemba 2006, Duke Energy voluntarily disdosed the potatfi^ 
woiaions to the EpA and Virginia Department of Enwronment^ Quadily (VDEQ). and in January 2007, Duke Energy made a full wnttai disdosure of the investigation's finc£ngs 
lo Ihe EPA and the VDEQ. In December 2007, the EPA issued a notice of violation. Ouke Energy has taken appropiiae disciplinary action, mduding tennination, wtti respectto 
the ernployees involved with the false reporting. It is not possibte to predid wtth certainty vriiaher Duke Enagy vmi incur any HatMKy or to estimale ttie damages, if any, that 
Duke Energy might incur in connedion wilh this mater. 

On March 1 o, 2008, Ihe EPA issued a Ctean Air Ad Nofice of Vkdation^inding of Violation (NOV/FOV) asserting nonconwHance wrth S02 enrdssion limtts, opaoty 
standards, aid pemiitting requiremenls at Duke Energy Ohio's anmier Generating Station. The NQV/FOV also asserts tha a PSD pemwt should have beai obtawied for the 
insiaiation m 2004 of a poHution control projed in order to comdy witti the EPA's reglonad cap-and-frade pro^^am for NOx emisstons. Duke Energy ONo tttspuies the legal and 
fadual basis for the FOV/NOV Duke Energy is unabte to predid a INs time what, ifany, remedies or potential penEdties may resiA from the FOv/NOV. 

Other. As part of its normal business. Duke Energy is a party to various finandal guarantees, pertormaHice guarantees and other contradual (nmrrdtments lo extend 
guarantees of credrt and other assistance to various subsidiaries, investees and ottjar thwd parties. To varying degrees, these guarantees involve danents trf periomiance and 
aedil risk, which are not induded on the Consdidaed Balance Sheels. The possUiHHy of Duke Ene^y having to honor its contingendes is Jarge^ d^sendenl upon ftjtijre 
operaions of various subsidiaries, inveslees and other tiiird parties, or ttie tKcurrence trf certain future events. For furtha information see Note 15. 

In addrtion. Duke Energy enters into various fixed-price, non-caicelable commrtments to purdiase or seH power (tedting arrangements or ptiwer pwi^ase txintirads), 
take-or-pay an'apgements, transportaion or Ihroughpirf agreemerrts and trfher ctmttads Iha may or may ntrf be recognized on the Ctmsdidated Balance Sheels. Some of 
these arrangements may be recx>gnized al marka value on the Ctmstrfidaed Balance Sheels as ti'ading ctmlrads or quatifying hetige ptiatitms. 

15. Guarantees and Indemnifications 
Duke Energy and its subsidiaries have various finandd and perfomnants guarantees and indemnitications which are isaied in the ntmnat course d" business. As 

discussed t}dt»v. these contrads indude pert'omiance guiH'antees, stenti-by lettera of crattt, debt guarantees, sur^y bonds and Indemnificattons. Duke & i e i ^ and fts 
subsidiaries ent^ into tfiese arrangements to facHrtate ominierdal transactions u ^ ttiird parties by arfiancing ttte vEdue trf the transai^on fo ttie Itdrd party. 

As discussed in Note 1, on January 2, 2(K)7, Duke Energy completed ttie spin-off trf rts naur^ gas businesses to sharehoklers. Guaantees ttiat were issued by Duke 
Energy, Cinergy, or Inlernaional Energy, or were assigned to Duke Energy fMitw to ttie sfsn-off remained wtti Ouke Energy subsequent to tha spin-c*f. Guatfanlees issued by 
Spedra Energy Capita or rts affiliates prior to the spin-off remained with Spedra Energy Caprtal subsaiiuait to the spin-trff, except for certain guarantees discussed below tha 
are in the process of bang assigned to Duke Energy During this assignmart period, Duke Energy has indemnified Spedra Energy Caprtal against any losses incAirred unda 
these guarantee obligations. 

Duke Energy has issued performance guarantees to customers and other tNrd parties tha guarantee ttie payment aid paformance trf otha parties, indutting carladn 
non-whdiy-owned entities, as weH as guarantees of debt of certain non-consolidaed entities and less than wholly-owned consoHdaed entrties. tt such entities were to defautt 
on payments or performance, Duke Energy would be required unda the guarantees to make payments on the oWigaUons trf ttie leas than whedly-owned entities. The maximum 
potential amount of future payments Duke Energy could have been required to make unda these guarantees as of March 31, 2008 was approximately $524 mHlion. 
Approximately $400 miltion of the guarantees expire between 2008 and 2039, wrth ttie remaining performance guarantees having no conlraduad expiration. In addition. Spedra 
Energy Capital is in Ihe process of assigning performance guarantees wrth maximum potentid announts trf future payments of ^^}ro}dmately $148 miHion to Duke Energy, as 
discussed above. Duke Energy has inttemnified Spedra Energy Caprta for any losses incurred as a resutt trf these guararrtees during the assignment pait>d. 
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Duke Energy uses bank-issued stand-by letters of credrt to secure the perfomiance of non-wrfierfly-tJwned entrties lo a third party a customa. Unda tiiese arrangements, 
Duke Enagy has payment obligations to the issuing bank whit;h are triggaed by a draw by the third f^ ty or customer due to the failure of the non-whoHy-ovimed entity to 
perform according to Ihe terms of its underiying contrad. The maximum potentiad amount of future payments Duke Enagy ccMJld have been required to make under these 
letters of credit as erf March 31, 2008 was approximalely $25 miHton. Substanti^ly ^1 of these tetters of t:redrt were issued on behatt trf less than whtiHy-twnied t»n&trfidaed 
entrties and non-consolidated entrties and expire in 2008 and 2009, 

Duke Energy has guaranteed certan issuers of suray bonds, obligaing ttself to make paymatt upcm the failure of a non-whdiy-owned entity lo honor rts tibfigatitms to a 
ihird party. As trf March 31, 2006, Duke Energy had g u a r a i l ^ approamady $129 mHHtm of out^antfing surety bonds rdated lo obligations of non-whatiy-tiwned errtities, trf 
which approximaeiy $ 125 million reiaes to projeds a Crescea. The majimty of ttiese btmds expke in various amtHirrts in 2(XI8; however, Duke Energy has a bond indannrty 
obligation ttirough September 2009 for ttie Crescent prc^eds rdated to these outstaicHng bonds. 

Additionally, Duke Energy has issued guarantees to cu^omas or other ttiird parties related to the payment a performance obligations of certan entUes that were 
previously wholly owned by Duke Energy but whit^ have been sold to ttiird parties, such as DidteSdutions. Inc. (DukeSolutions) and Duke Engineaing & Services, Inc. 
(DE&S). These guarantees are primarily reiaed to payment of tease obfigaions, debt trfrfigattons. and pertormance guararrtees related to provision of goods and services. Didte 
Energy has received back-lo-back indemnification from ttie buyer of DE&S indenmr^ng Duke Energy for any amounts p ^ reiaed to ttie DE&S guawantees. Ouke Energy also 
received indemnrticaion from the buyer of DukeSolutions fw the first $2.5 mdfion pakl by Duke Energy related to the DukeStrfuttons guarantees. Furtha, Duke Energy graited 
indemnification to the buyer of DukeSdulions wrth resped to It̂ sses arising unda some enertfy servit»s agreements retained by DukeStrfutions after the s^e, provided Iha the 
buyer agreed to bear 100% of the paformance risk and 50% of any other risk up to an aggregate mawmum of $2.5 miHion (tess any amounts padd by the buyer under ttie 
indemnity discussed above). Additionally, for certan performance guarantees, Dute Biergy has recourse to subcontradors mvdved in providing senwes to a customer. TTiese 
gua^ntees have various terms ranging from 2008 to 2019, witti ottiers having no spedfic term. The maamum potential amounl of futore payments under ttiese guarattees as 
of Mach 31. 2D0B was aoproximatdy $63 miHion. 

Duke Energy has entered into various indemnification agreements reteted lo [Mirchase and sate agreements and ottier types of contraduid agreements wtth vendors and 
other third parties. These agreements typically cover environmental, tax, titration aid other mattere. as well as breaches of representa^ns. warranties and txvenants. 
TypicaHy. daims may be made by third parties for various periods of time, depenefing on the nahjre trfthe (dam. Duke Energy's potential exposure under ttiese indemnification 
agreements can range frt)m a spedfied amount, such as the purt^ase price, to an urttimiled ek^ar amount, depentfing on ttie nattfe of tfie claim and 0)0 pattcular ti3«iSffi:tttMi. 
Duke Energy is unable lo estimae the lotal ptrfenti^ anuxint of future paymente untter these indemntttcakm agreemertts due to several ̂ K:tors. sut^ as the ui^mrted es^nsure 
under certain guarantees. 

At March 31, 2008, the amounts of the fair value recorded for the guarantees and indemnifit^ticvis mentioned atiove are immataial. both imtividu^y and in the aggregate. 

16. Fair Value of Financial Assets and Liabilities 
On January 1, 2008. Ouke Energy adopted SFAS No. 157. 'Farr Value Measurem^Us.' (SFAS Uo. 157). Duke Energy's adoption of SFAS hto. 157 is t̂ irrenUy torated to 

finandal instruments and to non-ftnandal derivaives as. in February 2008, the FASB issued FSP No, 157-2, vittiich delayed ttie effective dale trf SFAS No. 157 for one year for 
nonfinancial assets and liabilrties. except for Items Ihat are recognized tM* disdosed a tmr value in the finandal statements cm a recurring ba^s. There was no cumilative effed 
adjustment to retained earnings for Ouke Energy as a resuH of Ihe adoption of SFAS Ho. 157. 

SFASNo. 157 defines fair value, establishes a framework for measuring fair value in GAAP aid B;qiand3 disdosure requiremenls about far value measurements. Under 
SFAS No. 157, fair value is considered to be the exchange price in am orderiy transadion between mark^ participanls to seA\ am assel or transfa a ti^Jifity a the measurement 
date. The fair value definition under SFAS No. 157 foojses on an exit price. vMdh is the price that woidd be received by Duke Energy to sell an asset or pad to transfa a 
liabNity versus an entry price, which would be ttie price paid to acqiare an assa a received to assume a fiatwlrty. Atthough SFAS No. 157 does nol reqwre addrtional fair value 
measurements, rt applies to other accounting pronouncements ttia require a permrt fair v^ue measurements. 
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Ouke Energy determines fair value of finandal assas and Hat»lities based on the foHowing fair vaue ftierarchy as prescribed by SFAS No. 157. whicJi prioritizes the inputs 
to valuation techniques used to measure fair value into three levels: 

Level 1 inputs—unadjusted quoted prices in active markas lor identical assets or Hatiifities that Duke Energy has the abUrty to access. An active marka for the asset a 
liabili^ is one in which transadions f a the asset or liabilrty occur wtti suffideni frequency and vtrfume to praviete ongoing pridng infamation. Duke Enar^ does not atljusl 
quoted market prices on Level 1 inputs ftjr any blockage fada. 
Level 2 inputs—inputs other than quoted market prices induded in Level 1 tha are observabte, eittia ijirectty a indirectiy, for the assa i>r HatrfHIy. Level 2 inputs indude, 
but are not limited lo, quoted prices for similar assets or Habilrties in an adive market, quoted prices tor identical or simHa assets or HabHtttes in mark^ ttial are TKA active 
and inputs olher Irian quoted market prices that are observalrfe for the asset or liability, such as irrteresl rae eajrves and yield cuives observable at ctmimorty tjuoted 
intervals, vtrfatiTities, credit risk and defautt rates. 
Leva 3 inputs—unobservable inputs for the asset or fiadrflrty. 
In February 2007. the FAS6 issued SFASNo. 159, "TlTe Fwr Value Option fyrHriandal Assets and Financed UabililieS' inclu<£ng sm arnentAnent of f^SB Statement 

No. US' (SFAS No. 159), whidi permits entrties to ded to measure many finandal Instiuments and certain otha items at fair vadue. For Duke Energy, SFASNo, 159 was 
effective as of January 1, 200S and had no impad on amounts presented f a periods priorto tfie effective dae. Duke Energy (toes not cunentiy have any financiad assets or 
finandal liabilities for which the provisions of SFAS No. 159 have been eteded. However, in the future, Duke Energy may ̂ e d to measure catain finandad insti'uments a far 
value in accordance with Ihis standard. 

TTie fdlowing table provides the fair value measurement amounts for assets and liat«lities retxsrded on Duke Energy's Consdidaed Balance She^s a fair value at 
March 31. 2008: 

Total 
Fair 

Vatue 
Amounts at 
March 31, 

2008 Levell tevel2 Levels 

Description 
Investments in available for sale auction rate securrties (a) 
Nudea'detomrwsstoning trust fund 
Other long-tenm available for sale secunties (a) 
Derivative assets (b) 

Totid Assets 
Derivative liafaiHties (c) 

Net Assets 

; t ' . . v * ^ ^ ^ „^ :^ '5M' 'A^^ 

-A 

(in miHitms) 

$ 280 $ — $ — $ 280 

369 122 247 — 
- 3§8 ' ',T „1 ' -S t . - •^ •^€f i& . \ • -192 
$2 865 

$2.507 

$ 1,437 $ 956 

$1,437 $ 769 

472 
(17.1) 

$ 301 

(a) Induded in Other vrithin Investments and Other Assets in the Consdidated Balance Sheets. 

(b) Induded in Other within Current Assets and Other wrtftin Investments and Other Assete on ttie ConsoHdaed Balance Sheets. 

(c) Induded in Other within Current Liabilities and Other wrthin Defeaed Credrts and Ottier U^Hties on tfie Conscdidaed Badance Sheets. 
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The following table provittes a rectmdliation of beginning and ending bedances of assets measured a fair vaue tm a recum'ng basis where the determinatron erf fair value 
indudes significant unobservable inputs (Level 3); 

Roflforward of Level 3 measurements Available-ftw-Sate 
Auction 

Rate Dwivatives 
Secunties (net| Total 

(inmilKonsl 
Balanqe.adJaruiary1.:M08^ ' ^ ~ • . ' ' . ' , * - - • " J - ^ ' r , f S ^ ^ i ^ ^ " ^ l ^ ^ ? ^ ^ ^ ^ ^ f t ^ ^ V t ^ ^ > 

Transfers in to Level 3 _ ^ 285 ^ ^ — ^ 2M 
Tdtad l̂ e t̂ax resized dr.unre^izedgans Induded in ear iw^: \ .-. - % '̂' ? ' A- ; -^^ '^»a-»^-%i ' '<#>^ -.<. •.i'' -̂  - ^ - w X ^ m < 

Revenue, non-regulated — 16 1® 
Ttrtsd pre-taxtosses induded in other comprehensive income '• ' . • ' ' ^ 0 } ' i '^'. -.. . {% • = v ^ i ^ 
Net purchases, sates, issuances and setttements — (IS) (15) 
Totartgffl'nsincfcideaonbcdani^^ieetasregufefQryassefaJi^iaf^orasflemHaffienitlia^Til^ —•- . - ' ' '''IS . ,- - : _ l a 

Baance at March 31. 2008 $280 $ 21 S301 

Pre-tax amounts induded in the Consolidated Siaemenls of Operaions reiaed to Levd 3 measurements 
outstanding a March 31, 2008: 

.;Rev«nue;^:hofti^ii^ed:: . .. - - t — - . '-r.¥"t^-, ,,' ,,:_^g^ -:"-. \ % £ ^ 
Total 1 ^ $ , 9 1—1 

Vedustion methods of the primary f^r value measurements discfosed atxive are as foltows: 
Investments in equity securities: Investments in equtty securities are t ^ i c ^y vEdued a the dosing price in the principal adi i^ martcet as of die last business day trf the 

quarter. Principal adive markets for equity prices indude published exchanges such as NASDAQ, NYSE, NYMEX and CNcago Board of Trade, as welt as pink sheets, which is 
an eledronic quotation system tha displays quaes ftM" broker-dealers f a many over-̂ he-counter secimties. Foreign equrty prices are ti^n^aied from thar trading cunvnt^ 
using Ihe currency exchange rate in effed at the tdose of the prindpal active marita. Duke Energy does not adjud prices lo refled f a after-hours marka activ^. The ni#3^y 
of Duke Energy's investments in equHy securrties are valued using Level 1 measurements. 

Investments in avattable-for-sale auction rate securittes: As of Mart^ 31, 2008, Duke Enagy has approximalely $300 n^Hon par v^ue (approximaeiy $280 miHkw far 
value) of auction rae securities which are currentiy illiqukl. All trf these securities were valued as of March 31.2008 using Level 3 measurements. V^uations were detemiined 
based twi a twmtwnaion <̂  broker quotes, where availabte, intern^ rrwdeling of corrqiarabte instruments or (MscourAed cash flow an^yses. In pr^iaring the vaki^ons, aH 
significant value drivers were considered, induding the underi^ng coliaeral. Refa lo f4ote 19 for addrtional infonnation on Ouke Energy's investments in auction rate securities. 

Investments in debt securities: Most debt investmenls are valued based on a cafcula^on using irierest rate curves and o'ecfit spreads applied to the terms of the debt 
instrument (maurity and coupon interest rate) and consider the countaparty ciedrt rating. Most debl vduations are Level 2 nieasures. ff the marka for a particular fixed income 
security is reiaively inadive or illiquid, the measurement is a Level 3 measurement. U.S. Treasury ttebl is typitsdly a Level 1 measuranenL 

CommtKlity cterivatives: The pridng for commodity derivaives is primarily a calcidated value which tncoiporaes the fonwad price and is adjusted for liquidrty (bid-ask 
spread). credit or non-performance risk (after reflecting wedrt enhancemenls such as coHaterd) and discounted to present vEdue. The primary drtference betwreen a Level 2 and 
a Level 3 measurement has to do wrth ttie level of activrty in forward martlets for ttie commodity, ff the markel is relativ^y inadive, the measuremait is deaned to be a Level 3 
measurement. Some commodity derivaives are NYMEX conttacts, wrtiich Duke Biagy dassifies as Level 1 measurements. 

17. New Account ing Standards 
The following new accounting standads were adopted by Duke Energy subsequaif to March 31.2007 and the impad of such adoption, if appficaWe. has been presented 

in Ihe accompanying ConsoHdaed Financial Statemenls: 
SFAS No. 157. Refer to Note 15 for a discussion of Duke Enagy's adoptitm of SFAS No. 157. 
SFAS No- 159- Refer to Note 15 for a discussion of Duke Enagy's adoption of SFAS No. 159. 
FSP No. FIN 39-1. Refer to Note 1 for a discussion of Duke Energy's adoption trf FSP No. FIN 39-1. 
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El TF Issue No. 06-11. "Accounting for Inaxne Tax Benefits of Dividends on ShareSased Payment Awards" (EITF 0&-11). \n June 2007, ttie EITF reached a i 
that would require realized income tax benefils from diwttends or diwdend ecpjivalents that are charged to raadned eamings and paid to employees f a equty-dassified 
nonvested Equity shares, nonvested equity share unrts. and oittstancfing equHy share options lo be recogttized as an int^ease to addition^ paid-in capttad. In adcHtltm, 
EITF 06-11 requires tha dividends on equity-dassified share-tiased payment awards tie reallocated b^ween retained eamings (fa awards expeded to vest) and 
compensation cost (for awards not expeded to vest) each resorting period lo refled current forferture estimaes. For Ouke Biergy, EITT 06-11 has been applied prospectively 
to the income tax l:)ene(its of dividends on eqwty-dassified emfrfoyee ^are-based payment awards tha are dedared in fiscal years beginning January 1,2008, ais well as 
irtterim periods within those fiscal years. The adoption of EITF 06-11 did not have a maerial impact on Duke Energy's (X}nsedidated resutts trf operattons, cash flows or finandal 
position. 

The following new accounting standards fiave been issued, but have ntrf ya been adopted by Duke Energy as trf March 31,20DB-. 
SFAS No. 141 (revised 2007). 'Bu^ness Co/nWnattons' (SFAS Na. 141RI In December 2007. tbe F A ^ issued SFAS No. 1411^ which replaces SFAS No. 141, 

'Business Con^nations.' SFAS No. 14 IR retans the fundanrtental ret̂ uiramerrfs in SFAS No. 141 that the acquisition method trf accounting be used tor all business 
combinaions and that an acquirer t>e identified f a eat:h bu^ness combinaditm. This statement also estedrfishes prindfrfes and retiuirements for how an acquirer recogrttzes and 
measures in rts financial statements the Identifiable assets atx^uired, the Habilities assumed, any nonconlrofling (minority) inlerests in an acquiree, and any goothvltt acqidred in 
a business combinaion or gain recognized from a bargain purchase. For Duke Enagy. SFAS No. 141R must be api^ied pra^iectiv^y to business comtnnatitHis for whit^ ttie 
acquisition dae occurs on or after January 1, 2009. The impad to Duke Energy of applying SFAS No. 141R for periods subsequent to imfHementation v ^ be d^)endenl i ^ n 
Uie nature of any transadions wthin the scope of SFAS No. 141FL SFAS No. 141R dianges Ihe acctnmting for income taxes raated to prior business tx^ndiinatitms. such as 
Duke Energy's merger wilh Cinergy. Subsequent to tfie effective date of SFAS No. 141R, ttie resolutton trf tax contingendes relating to Cinagy tiiat existed as of the date of the 
mager will be required to be refiected in the Consdidated Statemaits erf Opaaions insteaj of being refleded as an adjustment to the purchase price wa an adjustment to 
goodwill. 

SFAS No. 160. "Noncontmlling Interests in Consoiidated Fmancial Statements—an amendment of Accounting Reseach Bulletin (ARB) Wo. SI" (SFAS Wo. 1 ft^. In 
December 2007, the FASB issued SFAS No. 160, which amends ARB No. 51, "Conso/idafed Finands^ Sfafemanfs,' to estabHsh accounting aid reporting standads for ttie 
nonconfroHing (ntinority) interest in a subsidiary and tor the deconsoHdation of a subsidiay. SFAS No. 160 darifies that a noncontrdting interest in a subst(£ary is am owie^i ip 
interest in a consdidaed entrty that should tie reported as equity in the consolidated finandad siaemeas. 1^is statement also dianges the way ttie const l̂idated incane 
staement is presented by requiring ctmsolitiaed na int^mie to be reported at amounte tha indude tiie ammiitts atttttmtebte to b<Mn the parettt amd the nomxmtrolfing trttaest. 
In addrtion, SFAS No. 160 establishes a singte methtxl trf accounting for changes in a parenfs ownersNp interest in a sidisidlary that do not resutt in eteconsoHttaticm. Ft»-Duke 
Energy. SFAS No. 160 is effedive as of January 1, 2009, and must be apqrfied prospectively, except for ̂ rtainpreseirtation and disdi>surerequiremente which must ba applied 
retrospectively- Duke Energy is currently evaluating the impad of adi^ng SFAS No. 160. 

SPAS Wo 161, 'Disdosures about Deriva^ve Instmments and Hedging Ax^vHies—an amendment to F^SB Statement No. 133"(SFASNo. f fif). In Marc^ 2008, ttie FASB 
issued SFAS No. 161. which amends and expantis the disdosure reqtaranents ftw derivative instruments and fietiging adiirities prestwibed tiy SFAS No. 133, "Accounfing fcr 
Derivative Instruments and Hedging Activities." SFAS No. 161 requires quadrtaive eHsdosures about objedives and strategies f a using tterivatives, quanttt^ve disctosures 
about fair value amounts of and gans and losses on derivaive inslroments. and disdosires about credrt-risk-related contingent feaures in derivative agreements. Duke Energy 
will adopt SFAS No. 161 asof January 1,2009 and SFAS No. 161 encourages, but does not require, ctmiparaive disdosure for eartia periods a inrtiaadt^t»i. The adoption 
of SFAS No. 161 wiH not have any impad on Duke Energy's consoHdaed resutts of opaaHons, cash flows or finaid^ position. 

18. Income Taxes and Other Taxes 
Duke Energy or rts subsidiaries file income tax retums in the U.S. writti federal and various stae gt)vernmental auttiorities. ar^ in certain ftweign jurisdictions. 
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The following lade details the changes in Duke Energy's unrecognized lax benefits from January 1, 2008 to March 31. 2008. 

fcicreasef (Decrease) 
(in millionsl 

UnrecognizedTaxBenefits—Jariualry 1,2008 . ' ^ , - ' ' ^ ' / % ' " H.' '- " ' ."'= •^"'i^t v" i 
Unrecognized Tax Benefils Changes 

Grossincreases-^axposrticwisinpriorperiods " . . ' • ' ' • -' ' " J £-'xi^'^~<\'j'i 
Gross decreases—lax posrtioris in pnor penods (3) 
Gross inoeases—current period tax pos*"ons ' - -.-̂  " i i ' ^ ^ ^ ^ I ^ I S : ^ M . 

TotEd Changes 15 
Unrecognized Tax Benefits^-March 3 i . 2008 . - . ' ' ' - ̂ ^ l l ^ ^ ^ ^ ^ -

Al fylarch 31, 2008 and December 31, 2007 Duke Energy had approxmiately $124 mHlion and $114 nnHion, respedivdy, of unrecognized lax baiefits ttia, rf recogrflzed, 
would affed the effective tax rate. Additionally, a Mach 31, 2008, Duke Energy has approwmady $18 miflion and $9 milfion tha, rf recognized, would affed Income From 
Distx>ntinued Operations, net of tax. and GoodwHI, respedively 

It is reasonably possible that Duke Energy wiU retted an approximae $65 n̂ Hten redudion in unrecogrnzed tax benefits wrthin the next twdve mtirtths due to expeded 
settiements. Also, it is reasonably po^ble tha up to approximaeiy $100 million in currentiy retarded unrecognized tax tienefits reiaed to pricn'open lax years could change 
wittiin the next twelve months, although Ouke Eneigy is unatile to ftirther estimae ttie amount of ptrterrtial change a this time. Duke Enagy expects in ttie next tJwAve monttis 
to dedde whetha or not to contest a riding by ihe taxing authorities ttia denied rts poatitm. 

Duke Energy is assessing certain trfher tax maters, virttitdi do not represent tax positiwis unda FASB Intapretation (FIN) 48, "Acoourrf/ngfor t/ncerfarrriy rn Income 
Taxes-an Interpretation of FASB Statement 109." vrfiich txjuld resull in gans in future paiods. Ht>wever, the timing and amounts trf any such potattial gans are ntrf tajrrenfly 
estimatjie. 

During the three months ended Mach 31,2008. Ouke Energy rect)gnized an immaaiad amourtt of na interest expense in ttie ConstiHdaed Slatemerrts of Operaiticms 
related to income taxes. At March 31, 2008, Duke Enagy had approximaeiy $26 ndHion of interest receivable, which refiects all interest reiaed lo income taxes, and $2 mHlion 
accmed for the payment of penalties recorded in the ConsoHdaed Baance Sheas. 

Duke Energy has the following tax years open. 

Jurisdiction Tax Yeare - _ ^ . 
Federal 1999 and after (eiccept for Ctnergy aid its subsidiaries, vWikrfi are open for yeare 2000 and after) 
State Majority dosed through 2001 except for certan refund claims for tax years 1978-2001 and any adjuaments rdated to open federal years 
Internationa 2000 and after 

The effedive lax rate for income from continuing e^rations for Itie three months ended Man* 31, 2008 was approximady 32.5% as compared to 29.2% fw the same 
period in 2007. The increase in the effedive lax rerte is due primarily to the recognition of ttie redudion in ttie unrtary stae lax rae in 2007 as a resutt of tiie spin-off of Spectta 
Energy (see Note 1). 

As of Mach 31, 2003 and December 31, 2007, appro»matdy $230 million and $312 miHion, respedively, of cuirenl deferred tax assets were induded in Ottier wittiin 
Current Assets on the Consolidated Balance Sheets. At March 31. 2CK)8, ttiese bdances exceeded 5% of total cun-ent assas. 
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Excise Taxes. Certain excise faxes levied by stae or (otraf governments ae collected by Ouke &iergy from tts custtmiers. These taxes, whtoh are required to be pad 
regardless of Ouke Energy's abilKy lo coHed from the customer, are accounted for « i a gross basis. When Duke Energy acts as am agerrt, and the tax is not required to be 
remitted if il is not cdleded from the customer, the taxes are accounted for on a net basis. Duke Energy's exdse taxes accourrted for on a gross basis and recorded as 
operating revenues in the accompanying Consdidated Sfatemente trf Operations tor the tfiree morrfhs entted March 31,2008 and 2007 were as follows: 

Three Months Ended Three Months Ended 
March 31,2008 March 31.2007 

(in mlHitMis) 
ExdseTates • . • , , , , ^ v ^ i ^ ; ' - i t ^ ^ ^ K * ^ ^ S W ^ ; ^ ^ 3 ^ ^ ^ S l t g | ^ ^ P ^ ^ 

19. Other Comprehensive Income 
At December 31, 2007. Duke Energy held approximately $430 ntillionafinvestmarts in audtcm rale debt sectrrities, subsfarttiaHy all trf* which were sold ̂ auction in 

January 2008 at full prindpal amounts. Duke Enagy made addrtional Investtnents in auctton rae debt securities during the first quarta erf 2008, wNdi primarily ctmsisted trf 
investments in AAA rated student loan securities wNch have very minimi aedrt risk as substanliaUy all values are d t i m a ^ backed by the U.S. Federal govemment. At 
March 31. 2008. Ouke Energy held approwmaely $300 million pa value of investmente in auction rae debt securities. As a resutt of ttie ciprent iHiC|uid maak^for aut^on rae 
debt securities, at March 31. 2003, Duke Energy has dassified ^1 rts investments in auditm rate debt securrties as long-term investments in Otiia mttiin Investmerrfs and Otha* 
Assets on the Consolidated Balance Sheets. Management trf Duke Energy fias^ie intett and atMfily to hold Uiese securities unHI the credit maritete regam HqiddHy or the 
instruments are refunded by the issuer under tfie terms of the indenture, such tha ttiese holdings can be retteemed a their sdated par vadues. As ttiese securities are treated as 
avalable-for-sale securities under SFAS No. 115. 'Accounttng for Certain Investment in Detit and Equily Securities.' Duke Energy perfonned a vsdualitm erf rts investment 
holdings a March 31, 2008 (consistent wfth provisions of SFAS No. 157 - see Note 16) and daermined tha the î arrying value trf Ihese investtnarfs exceeded ttie current 
estimaed fair value of ttiese investments by apprtjximately $a) mHlitm. Duke Ena^y retarded the reducikui in caning value of ttiese investtnents as a con^wnart trf Other 
Comprehensive Income during the three months ended Mach 31,2008 as managanem betieves the reduction in fair value is temporay. Managemait vM continue to monitor 
the carrying v^ue of these investinents in the future to determine ifany other-than-temporary imjMumnait losses should be reconted. 

20. Subsequent Events 
For information on subsequent events reiaed to debt and credrt tedlities, discontinued operaions amd assets hekl ftK sale, regulatory matters, and comrnttmenfs and 

contingendes, see Notes 7, 11. 13 and 14, respectively. 
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INTRODUCTION 
Managanent's Discussion and Analysis should be read in conjundion wilh Ihe ConsoHdaed Finandal Staements. 

Executive Overview 
Net income was 5465 million for the first quarter of 2008 as compared to $357 milfion for the first quarta of 2007. Diluted esmiings per share increased from $0.28 per 

share in Ihe first quarter of 2007 lo $0.37 per share in the first quarter of 2008 primarily ckie to the int^ease in net interne in Ihe first quarter of 2008 as compared lo the same 
period in 2007, as descrit>ed further bdtiw. 

Income from continuing operations increased from $337 miUion for the first quarter of 2007 to $463 mUlion for the first quarter of 2008. Totsd business segment EBIT 
increased from $683 million to $899 million. The increase f a U.S. Franchised Eledric and Gas of $63 milBon was primaily attributed fo the condusion in the third quarter of 
2007 of North Carolina dean air amortization in 2007, the subaantiad completion of rate credrts in 2007 r^aed to the merga* wrth Cinergy Ctvp. (Ctiiergy), favorabto weattier 
and higha- aHowance for funds u^ed during cor^mction (^UDC). parti^ly offsa by lower retail raes re^tting from ttie Nortti CaroHna 2007 r^e review, a favorable s^ttement 
vwth the Departmenl of Energy ttiat occurred in 2007 r^arted lo tta otrfigation to accept and dispose ol used nudea fud, higher depredaion expense and tower Bulk Power 
Marketing resuHs, na of sharing. Segment residts for Commerdal Ptiwer improved $133 miHion, primarily due to improved marit-to-marttef impads of economto hedges, lower 
purchase accounting net expenses, gains on the s^e of emisaon ^kiwances and in^roved resutts trf the Midwest gas-fired assets, parttaiy cffsa by higher expenses from 
increased plant maintenance due to plant outages. TTie $20 nulHon increase in segment resulls ftM" Irflernationad Energy were driven primarily by higher margins art Nalkmal 
Melhand Company (NMC) and f^vorat^e foreign exchange raes, parti^y offset by imfavorable hydrology in Latin America. Resutts at Crescent vi&e flat tor the ttiree nwnttis 
ended March 31, 2008 as t:ompared to the same period in ttie prior year, fleeting ttie tangoing chaltenges in the overadi real estate markets. 

The increase in segment EBIT was parti^y offset by Wgha interest expense of awKoximately $19 mHlion due primaily to higher detrf balances. The ̂ l e d i « taw rate for 
the first quarter 2008 increased to approximately 32% compared to 29% in ttie same pertod in 2007 pnmanly due to of the recogrwBtm of a retfcicHon in the urvtary stale tax rate 
in 2007 as a resutt erf the spin-off of Spedra Enagy. 

The deaease in income from discontinued operaitms from $20 rrHllion in first quarter 2007 to $2 mHHon in 2008 primarily reffecte ttie dassHicatton ofthe resutts trf 
operations for Commerd^ Power's synlhetic fud (synfuel) operatons as t^ctmtinued f}perations as a resutt of the cessatton of syr^jel tq»Tartions on December 31, 2007 due 
to the exf^raion of certain tax credrts. 

RESULTS OF OPERATIONS 
Results of Operations and Variances (in millions} 

Three Monttis Ended 
March 31, 

2008 
Operating revenues 
Operating expenses 
Gaiins (losses) on sades trf other ̂ sis^s and other, net 
Operaing income 
Otherincome and expenses, net 
Interest expense 
Minority interest expense 
Income from continuing operatioris before income taxes 
Incorrte tax expense from conflnijirigoiperaSons 
Income from continuing operaions 
Income f roili distasntinUed operations, net trf tax 
Na income 

•; .,.^-

Increase 
^ ~ _ _ _ 2007 (Decrease) 

2.604 2,436 168 

751 588 163 
117 ̂.. 53 i r ^ . '£# 
182 163 . 19 

685 476 209 

463 337 126 
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The following is a summary discussion of the consdidaed resutts of opaalions and variances, which is followed by a discussion of residts by segment 

Consol idated Operating Revenues 
Three Months Ended Inarch 31, 200d as Corriparedto March 31, 2O07. ConsoHdaed operating revenues for ttie three nrailhs ended March 31,2008 increased $302 

mHlion. compared to the same period in 2007. This t^ange was primarily driven by the ftrflowiing: 

• A $202 million increase a U.S. Franchised Etedric and Gas driven primarily by a i increase in fiiel revenues (induding anis^on alknvances) primarHy tiriven by h^her 
fuel prices (approximately $163 n^lion), substantial comfdetion in 2007 ofthe sharing of anticipated merger savings (a^iroximatefy $51 rrHHion), and favorat^ weattier 
conditions (approximately $32 miHion), partially offset by a decrease in retaH rates and rae riders FHlmarily rdated to new rated base rates invtemented in Nortti 
(^rolina in the first quarter of 2008. nel of iruaeases in recoveries of Ouke Energy Indiana's enwronmental ctimpliarree costs from r & ^ oustwn&s and the Demand 
Side Management rider implemented in Ohio in Ihe third quarter of 2007 (apprammaely $25 rruUion} and a decrease in vî iotesate powa revenues, r ^ of sharing, 
primarily due to increased sharing of profits wtth North Carolina r^ail customers and Iowa Mdwesl s^es volumes largely driven by forced outages (approidmately $18 
miHion). 

• A $70 milHon increase at Commerdal Power primarily due to an increase in martt-to-maritel revenues on nwvquadtfying power amd c^adty hedge contrads 
(approximately $33 nr̂ lHon), an increase in raait aedric revenues due to increased anortization of purchase accounting vakiation li^^tty of-ttie rae slalrflization j^an 
aid increased relail demand resutting from a favor^rfe weather in 2008 (af^roximately $19 ndllion} and int:reased revenues fnmi the kltidwest gas^red generatton 
assels due primarily to higher generaion vdumes due to favorable weaher as wdl as higher PJM capadty revenues (^proximaely $17 mHHon), and 

• A $44 million increase at Inlemaionsd Energy due primatty to higher average energy prices amd the slrer^hening of ttie Real against the U.S. doHa in Bra^, partially 
offsa by lower vdumes (approximady $24 million), Ngher average energy prices in Guaemala and B S^vadtir (approximately $27 mHlion) and increased naurd gas 
liquids sales in Pero (approximady $6 milHon) partidly offset by decreased sates vdume as a rosuH of untewrabte f iydrt^y in Ecuada (a^^KOxmfiaely $16 mSlion). 

Consolidated Operating Expenses 
Three Months Ended March 31, 2008 as Compared to fi^rch 31. 2007. Conserfidaedopaaingexpaises for the three mtmttis ended March 31,2008 increased $168 

million, compared lo the same period in 2007. This change was primarily driven by ttie ftjHowing: 

• A $164 million increase a U.S. Franchised Eledric and Gas driven primarfly t^ an inaease in fuel eiqiense, induding purediased ptnver (appra^amart^ $171 ntittion), 
increased opaaling and maintenance expenses primarily ttoe to higher cHitage and maintenance costs a genaaing frfants (approidmaely $21 ntilHon) amd increased 
de(M-eciaion due primarily to additiona ca^tal spending (a îfHoximaety $20 mHlion). partially offset by ttecreased regulatory amortization expense relied to the 
completion in 2007 of North Carcrfina dean air legidaticm twmfdiance cosls, 

• A $47 miHion increase a| Intemaionai Energy due primarily to higfier operaing and general aid administrative costs and the straigttiening trf the Read agadnsl the U.S. 
doHar in Brazil (approximaeiy $16 million), increased fuel and purchased pt»irartxisls in Guaemala (approximately $14 ndHion). higha fuel msts due to ino'eased 
generation in El Salvador (approximately $13 n^lion) and higher purt^sed power costs due to untevorebte hydrology in Argentina (approximately $7 mittton), partiEdly 
offset by tewer generation in Etuiador (approximady $11 mfllion). partially offset by 

• A $39 million deta-ease ̂  Commerdal Powa- primarily due to an increase in marit4o-mart<^ gadns on non-qu^lfying hiel hedge conlrads (sqoproramatdy $40 mffion) 
and lower sulfur dioxide emission altewaice expenses due to instaliaion of ttue gas desulfurization equipment {appro:dmatdy $18 mHHon), partiadly trffsel t>y increased 
fuel and operaing expenses for Ihe Midwest gas-fired generation assets due lo increased genaation volumes in 2008 (approximaeiy $7 miRion) aid increased 
operating expenses primarily due to increased plant maintenance (approximately $5 nuHion). 

Consolidated Gains (Losses) on Sales of Ottier Assets and Other, Net 
Consolidaled gain (losses) on sates of other assets and other, nd was a gadn of approximaeiy $18 million and a loss erf approximaeiy $11 m^km f a the three mtinths 

ended March 31, 2008 and 2007, respectively The net gain for the three montiis ended March 31,2008 and net loss for the three months ended March 31,2007 were due 
primarily to Commercial Power's sale of emission aHowances. 
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Consolidated Operating Income 
Consdidated operating income for the three months ended March 31,2008 int^eased $163 million, compared to the same perit>d in 2007. Drivers to t̂ perating Income are 

discussed above. 

Consolidated Other Income and Expenses, Net 
Consdidated other income and expenses, net for the three months ended March 31. 2008 increased $64 miHion compared to the same period in 2007. The increase was 

driven primarily by an increase in eqijity earnings of $24 million due primarily to increased equrty earnings at Intemationad Energy of approximaeiy $23 miUion primaitty r^aled 
to its investmenl in NMC, a S21 million charge in the first quarter of 2007 assodaed wrth convertitde debt reiaed to Ihe S(»n-off of Spedra Ene^y wnth no compar^rfe charge 
during the first quarter of 2008, and an $18 million increase in Ihe equHy ctmiponent of aHowance for funds used during construdiem (AFUOC) as a result of addrtitmd capital 
spending. 

Consolidated Interest Expense 
Consdidated interest expense for the three months ended Mart^ 31. 2008 iru r̂eased $19 miHkm, compared to the same period in 2007. TWs increase was due p r ima l lo 

higher debt badances. 

Consolidated ItictHne Tax Expense from Conttnuing Operations 
ConsoHdated income tax expense from continuing operations for the three monttis ended Mat^ 31.2008 increased $83 miHion compared to ttie same period in 2007. The 

increase is primarily the result of higher pre-tax income and a higha effective lax rae for ttia three mcmttis ended March 31. 2008 (32%) con^iaed to ttie saoie period In 2007 
(29%). The increase in the effedive tax rate is due primarily to the recognrtlon of ttie reduction in the unrtary stae tax rae in 2007 as a residt of the ̂ wi-off of ̂ Jedra Energy. 

Ctmsolidated Income from Dist^ontinued Operations. Net of tax 
Consdidated income from disctmtinued operations, na of tax, for ttie tfiree months ended March 31.2008 decreased $18 miHion, tximpared to the same period tn 2007. 

The decrease primarily relates to the indusicm erf the resutts of Commertaal Power's synfuel operations (approximately $ 12 rnllitm of after-lax earnings, inckiding an 
approximate $34 million tax benefit), which ceased upon the ex[xration trf tax aedtts tm Decenit}a 31,2007 and were redassttiedtodiscorttinued operatiiHis, in the three 
monttis ended March 31. 2007, 

Segment Results 
Management evaluates segment pertormance based on eamings ti^ore interest and taxes from tx}ntinuing operations, atter deducting ndntrnty interest expense related to 

those profrts (EBIT). On a segment basis, EBIT exdudes ttiscontinued operations, represents all prerfHs from oontinuHig operaitms (brrfh opaating and non-t^wr^n^ before 
deduding interest and taxes, and is net of the minority niterest expense related to those profrts. Cash, cash equivaents amd short-temn investmerrfs are manaiged centratty by 
Duke Energy, so the gains and losses on foreign cunency remeasurement and inleresl and efividend income <xi those badances are exduded fnam the segments' EBIT. 
Management considers segment EBfT to t}e a gtxid indit^or trf eadi segment's t^nr^ng performance from rts ctmtinuing tiperaions as tt repr^ents the results of Duke 
Energy's ownership interest in operaions wrthout regard to finandng mettiods or capital strudures. 
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Duke Energy's segment EBIT may not be tx impar^te to a similariy trtted measure of another company bet^ause other entities may ntrf calculate EKT in the same manner. 
Segment EBIT is summarized in the following table, and daailed distujsskms ft}How. 

EBIT by Business Segment (in miHitins) 

U.S; Frandiised Electric and Gas . " 
Commerdal Power 
irttei1|aWbi1al:ErieH^^^^; : * * 
Crescent 

Tcft^ e^tortadJfe segrhaif EBIT 
Other 
Total r^wrtaMe segment a i d other EBIT 
Interest expense 
Intermit income and tither^^V 

ConsoHdated income from continuing operations before intrame taxes 

Three HAoi^hs Ended 
Match 3 1 , 

2 0 l ) r 2007 

146 13 

_ _ 2 _2 
(78) 

(182) 

$ 685 

(a) Other virilhin Interest Income and Other indudes foreign currency transadion gains and kisses. 

The amounts discussed below indude intercompany transac^ons I h a are eliminaed in the Consolidated R n a n d ^ Slatemerrts. 

U.S. Franchised Electric and Gas 
U.S. Frant^hised Eledric and Gas indudes the regidaled operaitms of Duke Energy Carolinas, LLC (Duke Energy Carolmas), Duke Ena^y ONo, Inc. p u k e Enagy (Mo) , 

Duke Energy Indiana, Inc. (Duke Energy Indiana) and Duke Energy KentutAy, Inc (Duke Biergy Kentucky). 

(in mil l ions, ext^ept where noted) 
Ojierartingr^teriue^ ;̂  
Operating expenses 
Gairis (losses) on SEdes of trtfier assets^aridiother, net 
Operating income 
Other income and expenses, net . 
EBIT 

Duke Energy Carolinas GWh sales^^'; 
Duke Energy Midwest GWh sales*^''''' 
Net (Mopbrtioned MWt:apadty in t>peraticm'̂ *r) 

Tiiree Months Ended 
31 , 

2008 2007 
Increase 

( D e c r m e ) 

1,999 1.835 164 

564 41 

637 S 574 $ 63 

805 

S 574 $ 

16.276 1S.412 (136) 

(a) Qgawatt-hours (GWh) 

(b) Duke Energy Ohio. Duke Energy Indiana and Duke Energy Kentucky coUedivdy referred lo as Duke Energy Midwest 

(c) Megawatt (MW) 
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The fdlowing table shows the percent chaiges in GWh sales and average number of cuslomers for Otrite Energy Cacdinas tor the three mtmths ended March 31 . 2008 
compared lo the same period in the prior year. 

Increase (decrease) over prior year 
R e ^ a s i t t ^ 5^est*> 
General service s^esf^^ 
HidMSpil^^st?): : 
\Mic^esale sates 
Tdfad^i^a£hergy CaroHnas salM^") 
Awerage number trf customer 

Three Montt is Ended 
March 31,2008 

1.7% 
» ^ 

20.1% 

1.8% 

(a) Major ctmiponents of Duke Energy Carotinas' retail sales. 

(b) Consists of aH components of Ouke Energy Carolines' sales, induding raail sales, amd vriit^esale sades to incaporated m u n i d p ^ e s arwl to public and privade uHittes and 
power martteters. 
The following table shows the percent changes in GWh saes and average number of cuslomers for Duke Energy Mitiwest for the three months ended M a d i 31 , 2008 

compared to the same period in the fMitw year. 

Increase (decrease} over prior year 
Resid^i)^'~ssdestf) 
Gener^ ser\flce sales'^' 
tneki^fi^^afest^) 
VH^rdesale sales 
TolalDufeBiergyMidweist^sates^J . 
Average number of customers 

Three M o l l i s Ended 
March 31, 

• . ^ t ̂ ^ 
S-'^ 

.^-. 

2008 

4 1 % 

(17 2)% 
-1tt8)% 

0.6% 

(a) Major tamponents of Duke Energy Mitlwest's relail 

(b) Consists of all ctmipanenls of Duke Energy Midwest's sales, induding r a a l sales, and wholesale SEdes lo incoiporated munidpaltties and to pidiHc and private utiHties and 
p o w a marketers. 

Three Months Ended March 31, 2008 as Compared to March 31, 2007 

Operating Revenues. The increase was driven primaily by: 

• A $163 milHon increase in fuel revenues (induding emisaon edlowances) driven primarily by increased retaH fud rates. Fud raes increased primarily due to increased 
coal transportation and nature gas costs. These fuel revenues represerrf sales to retail and whdesade tju^omers; 

• A $51 miHion increase reiaed to the substantial ccmipletion in 2007 of the sharing erf antkspaed merger savings ttirt)ugh rale decrement ridas with regulated 
customers, and 

• A $32 miHion inaease in GWfli sales to retail customers due to favoralrfe weaher contKions. F a Ihe Mitiwest. heating degree days for the first quarta of 2008 were 
approximately 10% above normal compared to 6% above normal during ttie same period in 2007. For the Catilinas, heaing degree tlays ftw tfie first quarter <rf 2008 
were approximaeiy 1 % below namal compared lo 8% below nonn^ during the same period in 2007, Ttie nunrfia of heaing degree days f a the first quarter of 2008 
was approximately 5% greater than Ihe same period in 2007 f a comtaned Canrfinas and the Midwest. 

Partially offsetting these increases were; 

• A $25 million decrease in retail rates and raAe riders primarily reiaed to the new retail base rates i m ^ m e n t e d in Nortti Carrfina in the first quarta* of 2008, net erf 
increases in recoveries of Duke Energy Indiana's en«rironmental compHance cosls from retail oisltmiers and the Demand Side Management rida iirvdemertted in Ohto 
in the third quarter of 2007; and 

• An $18 milfion decrease in wholesale ptiwer revenues, net trf sharing, primarily due to increased sharing of profits wrth North Carolina relaS customas and towa 
Midwest sales volumes largely driven by fonad outages. Profits from certain wholesate ti^nsactions are required to be ^ a r e d wtth r e t ^ customers in various 
jurisdiditms. Addftionally. beginning in first quarta 2008, Duke Energy CaroHnas is recfuired to stiare a greaer percentage of prtrfrts w th custoiners in the North 
Carofina jurisdidion compared to the same period in 2007. 

Operafing Expenses. The inta^ease was drivai primarfly by: 

• A $171 miillon int:rease in fuel expense (induding purchased ptwver) due primarily to an increase in Duke Energy kidana's whcdesate endssion adl twai tx expaise 
driven by the recognition of the 2007 gain on sales trf native load allowances previously deferred. 

Source: Duke Energy Holding , 10<1, May 09,2008 



Table of Contents 
PARTI 

higher coal costs in the Carolinas resufting from higher freight cosls, higher naurad gas costs a Duke Energy Ohki and increased generation at corf fired plants during 
the first quarter of 2009 compared to the first quarter of 2007. This increase also refieds a $19 mWion rambursement in first quarter 2007 of previouidy incwred luei 
expenses resirfting from a settiement between Duke Energy Cartrfinas and the U.S. Departmert of Justice resdving Duke Energy's used nudear fuel tifigation aganst 
the Department of Energy (DOE). The settlement between the parties was finalized on March 6, 2007; 

• A $21 million increase in operating and maintenance expenses primaily due lo higher outage and maintenaice costs al generating plants: and 

• A $20 miHion increase in depredation due primarily to adtfition^ caprtal spentiing. 
Partially offsetting these increases was: 

- A $48 million decrease in regulaory amortizaion expenses. Approximady $56 milHon of the decrease reiaes to the amortization trf compliamt^ costs rdaed to Nortii 
CaroHna dean air legisiaion, which was comfrfeted in 2007. 

Other Income and Expenses, net The increase resirfted primarily from tiie equrty ctmiponent of AFUDC due lo addrtionad caprtal spending ftM" ongoing cmistiuctitm 
projeds. 

EBfT. Tfie inaease resorted primarily from the substantia completion of ttie required rate reductions due lo the merger vrith Cinergy, ttet;reased regulatory amortization 
and favorable weather condrtions. These inaeases were parti^ly offset by Itnver retai raes in North Cardina, higher operation and maHttenamce ct>sts and the DOE setttanent. 

Commercial Povrer 

Three Montis Ended 
MaixA31. 

(in millifwis, except wrtiere ntited) 2008 2007 fftecrease} 
Oper^rig revenues ^^^^^^y'-^^^^^tpJ-i^T^^^^^Wm 
Operating expenses 323 ' 362 (39) 
Gams (tosses) on saites of other-assets and other, net - ,-1'4-t'' ' f \- ' ' fll^r- <"• • iSS 
Operating income 141 7 134 
Otherincomeandexpenses.net '. A , j r j ^' • .-,'>-i-̂  -6 . . ,_; Q) 
EBIT $ 146 
Adual plant production; GWh L >:• • t t ' - .g,-d19" 
Proportion^ megawatt capadty in operaion 7,550 

Three Months Ended March 31, 2008 as compared to March 31.2007 

OperaUng Revenues. The inaease was primarily driven by. 

• A $33 million increase in net mark-to-marita revenues on non-quc*fying power and tapacrty hedge t:orttrads, amsisting of mark-to-maritet fosses trf $11 ntiHion m 
2008 compared to fosses of $44 milHon in 2007; 

• A $19 million increase in retail eledric revenues due to int:reased anrxKtization of purchase accounting valuation fialHlity trf tfie rae st^^izatitm frfan amd increased 
retail demand resuhing from favorable weaher in 2008 tximpared to 2007, aid 

• A $17 n l̂lion increase in revenues from Uie Midwest gas-fired generaion assets due primarily to hi^er generaion vtilumes due to favorable weather in 2008 
compared to 2007 and higher PJM capacrty revenues. 

Operating Expenses. The deta-ease was primarHy driven by: 

• A$40 million decrease in fuel expense due lo mark-to-marka gains on non-qualifying fuel hedge conttacts of $68 milHon in 2008 con^iared to gains of $18 mittion in 
2007; and 

• An $1B million decrease primarily due to lower suffur diodde emisstm aiowance e}q>enses due to instadlation of fkie gas destdfurization equpment. 

Partially offsetting these decreases were: 

• A $7 million increase in fuel and operaing eiqienses f a the Midwest gas-fired generation assas |»imarily due to increased generatton vdumes in 2008 compared to 
2007. and 
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• A $5 miltion increase in operating expenses primarily due to inaeased plant mairrtenance due lo (rfanl outages. 

Gains (Losses) on Sales of Other Assets and Other, net Increase in 2008 compared to 2007 is attribut^rfe to gains on sales of emission aHowances in 2008 compared to 
losses on sales of emission allowances in 2007. 

EBIT. The improvement is primarily attributatrfe lo higher mark-tOHmarttet earnings on economic hedges due primarily to increasing ct>al prices, improved r e s i ^ from the 
Midwest gas-fired assets as a result of higher generation volumes and inaeased PJM capacity revenues, gans tm sades of emisston altowances and tower emission ̂ kiwamce 
expenses due to installation of fiue gas desulfurization equipment. These favorable variant^s were partially trffset by higher expenses from increased plait mantaiance in 
2008. 

International Energy 

Uiree Months Ended 
March 31, 

(in miiiions, except where noted) 2008 2007 
Operating-revenues- . . - • ; , ; . ^- , - .' • ̂ t^mik^^^^M^^M 
Operating expenses 212 165 
Opereitingincane. . •• • . , ; • : : / . : , / ' , - , . ^ - ' . - ^ » ' ^ - ^ ^ ^ ^ ^ ^ # ^ ^ » 
Otherincome and expenses, net 42 19 23 
Minority interestexperise^ •,,.••,' • -- - v"-'̂ -' '•^M^m^mm^^^^^^^^i^^l^J 

s^es,GWh. • / . . - i ^ - - - • .-'̂  --'-'i'tt-mm^^^m^m^^^^mm 
Proportional megawatt capadty in operation 4,005 3,945 60 

Three Months Ended March 31. 2008 as Compared lo Mart^ 31, 2007 
Operating Revenues. The increase was driven primarily by: 

• A $24 million increase in Brazil due to higha avaage enagy prices and the strengttiaiing trf the BraziHan Read against the U.S. dt^ar, partiaBy offset by lower 
vdumes; 

• A $15 ndllion increase in Guaemala due to higher average energy prices, partisdiy offsa by tower dispadi; 

• A $12 mHlion inaease in El S^vador due to higher avaaige energy prices as a resutt of higher demand; and 

- A $6 million increase in Peru as a resuH trf irwreased naturad gas tiquids sales. 

Partially offsetting these increases was: 

• A $16 million deaease in Ecuador primarily due to decreased sdes vtdume as a resutt of unfavoratde hydnalogy. 

Operafing Expenses. The inaease was driven primarily by: 

• A $16 miUion increase in Brazil primarily due to higher operaing and general and administrative tnsls, as weH as the strengthening of the Braafiai Read against ttie 
U.S. dollar, 

• A $14 million inaease in Guaemala due to increased fud t»sts amd higher purchased power costs; 

• A $13 miHion increase InB Salvador primarify due to higha fuel co^s resuKing from increased generation; 

• A $7 million increase in Argentina due to twgher purchased power co^s ais a resull of unfavorable tiydrtrfogy, aid 

• A $5 million increase in Peru primarily due to higher roy^ty fees. 

Parti^ly offsetting Ihese increases was: 

• An $11 million deaease in Ecuador due to a lower generation. 

Ofher Income and Expenses, net The increase was primafly driven by a $20 mHlion increase in Nation^ Methand Ctm^iany (NMC) due to h i ^ r mettiantrf and MTBE 
margins and inaeased s^es vcdumes as a resutt of planned maintenance in 2007. 

E6f T The increase was due primarily to the favorable resufts al NMC, the sttengthening of the Brazilian Real against the U.S. dollar amd favora^e enagy pri^s In Lain 
America, offset by lower vdumes due to unfavorable hydrtHogy in Argaittna. 
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Crescent 

Three Months Ended 
March 31« 

increase 
m B 2007 (Decrease) 

(in miUionst 
Equityin eamings'of unconsofidaled affHiatai, .v ̂ f-^^x^ci • , ! ' £ < ^ M ^ S i M S ^ ! ^ ^ ^ M ! ^ ^ M ^ ^ ^ ^ : ^ B ^ ^ M ^ ^ M 
EBIT *"" " ^ |__2 $ — 

£S/T Segment EBIT for Crescent was fla f a the three months ended March 31,2008 as ccmipared lo the same peritid in the prio* yea. During ttie three mixtths aided 
March 31, 2008. Crescent recognized gains from sales of certain re^ esiae biddings in the fourth quarter of 2007 v^ch had been defened until the first quarter of 2008 (Duke 
Energy's proporiionae pre-tax share of approximaeiy $17 million), offset t>y imparmerrf trfiages (CHdte Enag/s proportionae (xe-tax share trf ̂ proximaely $11 miHitm) and 
increased interest expense (Duke Energy's praportitmae pre-tax share of approximatdy $7 nnllion). 

Ma^rs Impactirtg future Results 
Crescent's results are subjed to vdailrty due to varitHJS fadors indutting rts managemenfs investment dedsitms. resi. e^ate martta randititms, the ct»t trf omstruditm 

materials, the availability and cost of aedil and the general level of interest raes. Durmg 2007 and the first t̂ uarter of 2008, Crescent recorded impairmertt charges on certaun erf 
its prc^erties, whit̂ h reflected curtent economic condrtions in Crescent's markets and its management's plais for the properties in rts ptwlfolte. Changes in fadors sut* as 
further or prolonged deterioration in real estae market condrtions or t^anges regarding the tknng or method tor disptisititm of properties coidd resuH to frrture m îarTnerits 
being recorded by Crescent, which would be refleded in Duke Energy's equrty earrtings trf Crescent. 

In addrtion, as of Mach 31, 2008, Duke Energy performed am ovaaH assessment of tts investment in Crescent to determine if an imparmenl ofthe caryttig vahje trf'tts 
investment in Crest;ent exists. As of March 31,2008. the earring value of Didte Enagy's equrty method inve^nent in Crescent w îs appK»(iinat^ $208myHon. The 
imparment assessment was deemed necessary as a resutt of the pfdonged deteriorartion ui the red estae maikets which has restdted in sales at Crescent t h ^ a>B 
substantially tower in 2007 and the first quarter trf 2008 ttian was forecastal. FiJlha. Crescent has long4efm debt of approwmately $1.5 bHtion at March 31,2008. adi of which 
IS non-recourse to Duke Energy. Approximady $1.2 biflion of the long-temi debt balance is term debt due in Septemba 2012. Crescent's debt agreemente have certain 
finandal txivenants Ihat are required lo be met on a quarteriy basis. If current marka txjnditions cotrtinue to be drtftcurt a daeriorae ftirther, Crescent txjirid be in violation of 
one or more trf its debt covenants, perhaps as earty as the second quarta* of 2008. Crescent's mamagement tuinentiy t>eHeves tha tt can suctiesshiHy negotiate amentbnerrts to 
its debt agreements, indudirrg i f^ debt covenant compfiance requrrements, which is expeded to enable Ciese«nt to execute its business plans fCH* ttie foresee^de future, 
absent other outside marital fadors. However, failure to successfully negotiae amendmenls to rts debt asM^emaits coidd have a materisd adverse impad on Crestiarf's future 
resutts of operaions and t:ash flcjws. 

As of Mart^ 31, 2008, Duke Energy beHeves the fair value of its investment in Crescent exceeds the canying vaue. Duke Energy's determination of fair value considered 
the results of discounted cash fltjw models and trfher indit:alas of fair vdue. However, further or prolonged delerioraitm in maritet conttitions, or ttie inabflfty of Crescent to 
negotiate amendments to fts debt agreements, as discussed above, could result in futore imparment charges being recorded. ManagemenI of Duke Energy caitinues to 
dosely monitor its overall investment in Crescent for indicators of impairment. Also, refer to Note 15, Guarantees and Indemnrticaions. for a discussion of Duke Energy's 
guarantee of certain surety bonds for Crescent projeds. 
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Other 

Three Months Ended 
Mareh 31, 

Increase 
2008 2007 (Decrease) 

(in millitMisI 
OpeTating revenues ^ ' . - > ; . , :.,^r I .Urr:T\ ^ ' ^ ^ ' .$̂ t -wmW^mi^^m^ 
Operating expenses 94 100 (6) 
Gaihg-^tfflses)"tjnsalesbfotherassets'atid^bUier.net " "̂?->-'''' " 'h"C^S'̂ . ' - ,< ' . - '- - --t4^"^.^P^^^^^^^^^^m^l 
Operaing income (72) ^ ^ ) , , (8) 
Otiier inc»me-and expenses, nel - "' ^ **" .'/^. V t=' ' • . ( ^ '"" ̂  • W m ^ i ^ ^ ^ ^ ^ i ^ ^ ^ ^ ^ ' 
Minority interest expense (1) f l ) — 
EBIT ' . / . . ^ ^ ' ^^M^0^S^M^ 

Three Montiis Ended March 31, 2008 as Compared to March 31, 2007 
Operating Income. The deaease was driven primarily by higher captive in5urant:e costs. 
Other income and Expenses, net The redudion in net expense vras due primarHy to convertible debl changes of approidmaay $21 rrdlHon rdaed lo Ihe spin-off of 

Spectra Energy wilh no tximparable charges in 200fl. 
EBIT. The increase was due primarily to convertitde debt charges recorded in 2007 with no compara r̂fe charges in 2(WS, pal i^y trffset by higher captive insurance costs. 

LIQUIDITY AND CAPITAL RESOURCES 
Operating Cash Rows 

Net cash provided by opaating activities was $1,012 miHitm for the tfiree months ended March 31,2008 can̂ >aFed to $907 mHHon ft»^ tfie same period in 2007. an 
increase in cash provided of $105 millitm. This change was driren primarily by n^ income of $465 mitton in the three months ended March 31,2008 compared to $357 mHHon 
for the san^ period in 2007. 

Investing Cash Flows 
Net cash used in investing adiwties was $1.075 million for the three months ended March 31. 2008 compared to $594 miHion for the same period in 2007, an increase in 

cash used of $481 million. This change was driven primarily by: 

• An approximate $300 million increase in capitad expendrtures, and 

• An approximate $200 million deaease in proceeds from avaHat̂ e ftir sate securrties, net of purchases. 

Financing Cash Flovra and Liquidity 
r̂ tet cash provided by finandng activrties was $27 milfion for ttie three monttis aided March 31.2008 txmipaed to $691 mHtion of cash used for ttie same period in 2007, 

an inaease in cash provided of $718 million. This t^ange was driven primarily by: 

• An approximae $700 miHion inaease in proceeds from issuances of long-term debt, net of rettemptions, as a resutt of net issuances of apprcixim^ely $350 irrilBon 
during 2008 as compared to net repayments of approximady $350 mHHon during 2007 

• An approximate $400 million inaease in cash provided as the resutt of cash efislritiuted to Spedra Enagy in ttie sfan-trff in 2007. partiaHy offset by 

• An approximae $400 million deaease in proceeds from issuances of notes payabte and commercial paper due to net repayments in 2008 versus net issuances in 
2007. 

Significant Finandng Activities. In January 2006. Duke Energy Catenas, LLC (Duke Energy Cardinas) issued $900 mrtHon prindpal amount of mortga^ refunding bonds, 
of which $400 million carries a fixed intaest rae of 5.25% and matiires January 15. 2018 and $500 million cames a fixed interest rae of 6.00% and mattjres Januay 15,2038. 
Proceeds from the issuance were used to fund capital expendHures and f a general rarporate puqwses. induding the repayment of commerdal papa, hi antit^iadion of this 
debt issuance. Duke Energy Carolinas executed a series trf intaest rate swaps in lae 2007 to Itxrk in the market interest rates a ttiat time. TTie v^ue of these irttaasl rae 
swaps, which were terminated at the time trf issuance trf ttie fixed rae debt, was a pre-tax loss trf approximately $18 mHlion, wtiidi viras recorded as a comptwiertt of 
Accumuiaed Olher Comprehensive Income (AOCI) and wiH be amortizedasacomptmenlof interest expense ova-the tite of the detrf. 
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In March 2003, Duke Energy entered into an amendment to the $2.65 billion ma^er aedrt fac r̂ty wrfiereby the borrowing c^adty was increased by $550 ntilHon to $3.2 
tMllion. Pursuant lo the amendment, the addition^ aedrt capacrty of $550 mHlion spedficadly inaeased the bon-owing sublimrts tor IXdte Energy Ohio, Inc. (Duke Energy Ohio) 
and Duke Energy Indiana, Inc. (Duke Energy Indiana) lo $750 milfion and $700 millicm, respective. In May 2008, Oirfte Energy redtocaed the sublimrts unda rts master credrt 
fadlity by inaeasing Ihe sublimit of Duke Energy Cartilinas $100 milHon to $900 million and redudng the subfinvls trf both Duke Enagy Oftio and Duke Energy IncHana by $50 
milHon to $700 million and $650 milfion. respectively. 

In April 2008, Duke Energy CaroHnas issued $900 n^litm prindpal amount of nwrtgage rdHinding bonds, of which $300 millkm canies a fixed intaest rate of 5.10% due 
April 15.2018 and $600 million canies a fixed interest rae erf 6.05% and maures Aprtt 15, 2038. Prtx»eds frtmi Ihe issuance wO be used lo fund caFMtal expentfitures and for 
general corporae purposes. In antidpation of ttiis debt issuance, Ouke Energy CaroHnas executed a series trf interest rale swaps in late 2007 to took in die maket Entered 
raes a Iha time. The value of these interest rae svraps, wNch were terminaed a the time of issuance ot ttie fixed rae detrf, was a pre-tax toss trf af^aroxinia^ $23 mHlion, 
which was recorded as a component of AOCI and will tie amortized as a component trf intaest expense over the lite of the debt. 

In April 2008, Duke Energy Cardinas refunded $100nuHion of tax-exempt auction rate bonds ttirough the issuance of $100 milHon of tax-exai^vaiiadite-ratte demand 
bonds, which are supportedby a dired-pay letter of aedrt. The variaUe-rate demand btmds. which are due November 1, 2040, have am inrtiadintae^ rate trf 2.15% u^chwitt 
be reset on a weeldy basis. 

While Duke Energy has plans to refund and refinance tts remaining tax exaupt auctton rae tionds. the timing of such refinancing transaction is uncertan and subject to 
market tiondrtitms. 

Available Credit Facilities and Restrictive Debt Covenants. Duke Energy's debt and aedrt agreements contain various finance and ottia covenants. Failure to meet tticee 
covenants beyond applit̂ able grace periods could result in accelaaed due daes and/or lamination of the agreements. As trf Maroh 31, 2003, Didte Enagy was in compliance 
with those covenants. In addition, some credit agreements may ^tow for acceleraion trf payments a termination of the agreematts due to nonpayment, or to ttie accderation 
of trfher significant indebtedness of the btmower or some of rts subsidiaries. None of tfie ttebl or credrt agreematts contadn maerial athfase chaige dauses. 

Credit Ratings. Through May 1, 2008, the aetirt ratings of Duke Enagy and its subsitliaries were unchanged firom those disdosed in "Management's Discussion and 
Analysis of Finand^ Ctmdrtion and Resutts of Opaarttens—Liquidrty and Ca(»tal Resources" in Duke Energy's Annu^ Report tm Form 1(M< for ttte year ended Oet^mba 31, 
2007. 

Duke Energy's credit ratings are dependent on, among other fadors, the at»1fty lo generae suffident cash to fund tiapit^ aid investmenl eiqienditures and pay dividends 
on its common stock, while maintaining the strength trf its cun-ent balance sheet. If. as a r^uH of maricet tamditions or trfher tedt)rs, Drfte Energy is unatde to maBntam Hs 
current bafant:e she^ strength, or if tIs eamings and c a ^ Row outttMrft materially d^erior^es, Ouke Bierqy's cretSt ratings onrid be negatively in^iaded. 

Other Financing l^atters. In Odoba 2007, Duke Energy fHed a regisfration ^aemenl (Form S-3) vM\ ttie Secimties and E^diemge Commis^»i. Unda ttds Fonn S-3, 
which is uncapped, Duke Enagy, Duke Enagy Carcdinas. Duke Energy Ohio and Duke Energy Indiana may issue detrf and ottier securities in ttie future ak amounts, prices and 
with terms to be determined at the time of future offerings. The registration statement ^so altaws f a the issuance of conmicm atick by Ouke Energy. 

Off-Balance Sheet Arrangements 
During the first quarter of 2008, there were no maeriad dianges to Duke Energy's ofHiaiance sheet araigements. F a information on Ouke Energy's off-b^ance sheet 

arrangements, see "Off-Balance Sheet Arrangements" in "Management's Discussion and Anadysis of IHnandal Condrtion and Residts of Operations" in Duke Energy's Annusd 
Report on Form 10-K for the year-ended Decemba 31, 2007. 

Contractual Obligations 
Ouke Energy enters into contrads tha require cash payment a specified periods, based on specified minimum quantrties and prices. During Uie fir^ quarter trf 2008, there 

were no material changes in Duke Energy's contradual obligaions. FtM* an in-depth discusson of Duke Biergy's contradud obHgations. see "Coi^^dual Otrfig^ons' and 
"Quantitative and Qualitative Disdosures about Maritet Risk' in 'Managemenfs Discus^on and Andyss of Rnandal Condrtion and Resulls trf Operatons" Hi Duke Energy's 
Annual Report on Form 10-K for Ihe yea-ended December 31, 2007. 
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New Accounting Standards 
The following new accounting standards have been issued, but have not yet been adopted by Ouke Energy as of March 31. 2008: 
SFAS No. 141 (revised 2007). "Business Combinations" (SFAS No. U1R). In December 2007. the FASB issued ̂ A S No. 141R, whicdi re|:daces SFAS No. 141, 

'Business Combinations.' SFASNo. 141R raains the fundamental requttanents in SFASNo. 141 that tiie aajuisttiem method of accounting tie used ftir ail business 
combinaions and that an acquirer be identified for each business combination. This staement also establishes prindptes and requiremenls tor fitw an a^^iirer recognizes and 
measures in fts finandal staements the ittenlitiabie assels acquired, Ihe liabHKtes assumed, any noncontrdlmg (minority) interests in an acquree. and any goodwill acqmed in 
a business combinaion or gain rectignized from a bagain purchase. For Duke Enagy, SFAS No. 141R must be appdled pro^iet^vety to business combinartions f a v/Nch tiie 
acquisttkm dae occurs on or after January 1, 2009. The impad to Oidte Energy trf a^ying SFAS No. 141R tor periods subsequent to iir^ementafion IMH be depaident t ^ n 
the nature of any transadions wrthin Ihe scope of SFAS No. 141R. SFAS No. 141R irfianges the accourrting ftir income taxes related to prior tmaness con^malitMis. such as 
Duke Energy's merger with Cinergy. Suttsequent to the effedive date trf SFAS No. 141R, the restdufion of tax contingendes relatir^ to Cinergy tha existed as erf the dae of ttie 
merger will tie required to be refleded in the Consolkteted Statements trf Operaions instead trf bang r^leded as an adjusUnenl to Ifie purchase price via an at^uslmeitt to 
goodwiH-

SFASNo. 160. "NoncontroilinglnterestsinConso/idatedFinand^Statements—an amendment c^AcGOunti'ngReseart^BuHetin (ARB) No. 51"(SFASNo. 160). In 
Det^mber 2007, the FASB issued SFAS No. 160. which amaids ARB No. 51, 'ConsolidatedFinandat S^t&nents' to estabfish accounting and reporting stamdadsfor ttie 
noncontrolling (minority) interest in a subsidiary and for the deconsoHdation of a subsidiary. SFAS No. 160 darifies tha a nimtxmtrollihg interest in a sutisidiary is a i ownersNp 
interest in a consdidated entity Ihat shtHjId be reported as eqiity in tiie consolitiaed finandal staements. This staement also changes the way the constrfidaed income 
statement is rM-esenied by requiring consolidaed net inctime to be reported a amounts tha indude ttie amourrfs attributatde to btrfh the parait and the noncontrolling interest. 
In addition, SFAS hto. 160 establishes a single method of accounting for changes in a parent's ownersfdp interest in a subskliary that tto not readt in detxmst^dafion. Few Duke 
Energy, SFAS No. 160 is effedive as of January 1, 2005. and must be applied prospective, except for certain preseaatitm and disdosure reqinremenls vriiich must be applied 
retrospedively. Duke Energy is currently evauating the inpad of adopting SFAS No. 160. 

SFASNo. 161. 'Disdosures about Derivative Instrunjents and Hedging A< îwUe&~-an amendment to FASB StatemeiA No. 133'(^ASNo. 161). In Mardi 2008. the FASB 
issued SFAS No. 161, which amends and expands the disdosure ra:|uirements for tterivative instrumente and hedging activities pr^oitied by SFAS No. 133, "AccounSrjg for 
Derivative Instruments and Hedging Activities." SFAS No. 161 requires quafttative ttisdosaes about objet^ves and strategies for using derivatives, quaitttative disdosures 
about fair value amounts of and gains and lasses on daivative instruments, and cHsctosures about credit-risk-rdated contingent teaur^ in daivaiva a^«emenls. 1 ^ ^ Energy 
will adopt SFAS No. 161 asof Jaiuary 1. 2009 amd SFAS No. 161 encourages, but does not require, con^arativeefisdoaire tor ealia-periods a inW^adtqrfion. The adtgrfhwi 
of SFAS No. 161 will not have any impad on Duke Energy's esmsoHdaed residls erf operations, cash flows or finandad position. 

Subsequent Events 
For informaion on subsequent events reiaed to detrf and aecfit faidlrties, eHsccmtinued operatitms and assets field tor sate. regulalt}ry matters, and commitments and 

contingendes see Note 7, "Debt and Credit Facafities," Note 11. "Discontinued Operations and Assets H ^ ftw Sale," Note 13, "Regidatory Matters." and Note 14, 
"Commitments and Contingendes* lo the ConsoHdated Finandad Statemenls, respedively. 

Item 3. Quantitative and Qualitative Disclosures about Market Risk 
For an in-depth discussion of Duke Energy's market risks, see "Management's Discussion and Analysis of Quantttative and Qualrtative Disclosures about Market l^sk" in 

Duke Energ/s Annua) Reporl on Form TO-K for the year ended Decemba 31, 2007. 

Interest Rate Risk 
Based on a saisitivity analysis as of March 31, 2008, ft was estimaed ttia '^ maritet interest raes avaage 1% higfwr (Iowa-) enrer the next tiA/eh/e months, interest 

expense, net of offsetting impads in interest income, would inaease (tieaease) tiy a îproximaety $24 nvHion. Comparatively, b a ^ cm a senatiwiy an^sis as trf 
December 31. 2007. had irrferest rates averaged 1% higher flower) in 2007, tt was estimated that interest expense, net of offsetting impads in interest income, woirfd have 
increased (decreased) by approximaeiy $22 miHion. These amcunls were estimaed by considering the impad trf the hypottieticad inleresl rates on variatile-rae securities 
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outstanding, adjusted for interest rale hedges, audion rae in\restments wHh interest raes tha peritxJrcadly resa, cash aiKl cash equivalents tHttslanding as trf March 31, 2008 
and December 31, 2007. The increase in interest rae sensitivnty was primarily due to a tfet:rease in cash and auction rate investmerrfs virith interest rates tti^ periodically reset 
balances, If interest rates changed ^gnificanUy, management would IHt^y take adions to man^e its exposure to the change. Htweva, due to the uncertadrtty of the specattc 
adions that would be taken and their possible effeds. the sensHivity aialysis assumes no changes in Duke Energy's tinandal strudure. 

Item 4. Controls and Procedures. 

Disclosure Controls and Procedures 
Disdosure conlrds and procedures are controls and trfher prot^dures Ihat are designed to ensure tha inftmnation required to be disdosed by Duke Enagy in Ihe reptHts 

rt files or submrts under the Securities Exchange Ad trf 1934 (Ext^ange Ad) is recorded, processed, summarized, and reported, wrthin the time periods specified hy the 
Set:urittes and Exchange Commission's (SEC) rutes and forms. 

Disdosure controls and procedures indude, wrthout Hmrtaition, contrtrfs and procedures designed to provide reasonable assuramce that irrftmnatitm retfuired to be 
disdosed by Ouke Energy in the reports rt fites or subndts under Ihe Exchange Ad is atxmmidaed and communitrated to management, inducHng ttie Chief Executive Ofticer 
and Chief Finandal Officer, as appropnae. to aHow timely dedsicms regarding required disctosure. 

Unda Ihe supervision and wrlh the partidpaion of management, induding Uie Chief Exee^ve Ofticsr and Chief Finand^ OfHcer. Duke Enagy has evsduated ttie 
effediveness of fts disdosure controls and procedures (as such tam is defined in Rute 13a-15(e) and 1Sd-1S(e) imder the Exchange Ad) as of March 31.2008, and. based 
upon this evaluation, the Chief Executive Career and Chief Finandad Officer have conduded tha these coritrols and procedures are effective in prowding reasonalrfe assurance 
of compliance. 

Changes in Intemal Control over Financial Reporting 
Unda the superwiatin and wrth the partidpatitm of managemerrt. induding the Chief Executive Officer and Chief Fmarwial Ofticer, Duke Enagy has evaluated t^aiges in 

intemal control over finandal reporting (as such term is deHned in Ri4es 13a-15(f)amd 15d-15(f) unda ttie Btchange Ad) thai oct»med during the tts:^quater ended 
March 31,2008 and, other Ihan the third party sourdng arranganent ttistsjssed betow. tound no t^iaige fias maeriadly affected, a is reasonaUy likely to materidly affect, 
intemal contrcrf ova fmandal reporting. 

During tfie first quarter of 2006. Duke Energy transferred payroll prooes^ng for ttie Midwest t^^aations lo Ihe same third party proi^da currentiy usaJ for the Carolinas 
and Houston opetartitms. 

53 

Source: Duke Energy Holding , 10-Q, May 09, 2008 



Table of Contents 
PART H. Olher Infomiaion 

Item 1. Legal Proceedings. 
For informaion regarding legal proceedings tha became rept̂ rtalrfe evente or in wNch there were material developments in ttie first quarter of 2008, see Note 13 to the 

Consolidated Finandal Statements, "Regulaory Matters' and Note 14 to Ihe Consdidated Finandal StsAemenls. "Commrtmaits and Ctmtingendes.' 

Item IA. Risk Factors. 
In addrtion to the other infomiation set forth in this report, careful consideration shouW be given to the fadors discussed in Pari 1. "Item 1 A. Risk Factors" in Duke Energy's 

Annual Report on Form 10-K for the year ended December 31. 2007. \Artiich ctHrfd marterisdly affed Duke Enagy's finandd cemdftion or future resutts. Addrtitmd risks and 
uncertainties not cun^ently known to Duke Enagy or that Duke Enagy tuirrenUy deans to be Immataial Mso may materiaHy advasely ^ e d Ouke Energy's finandal ctmdrtion 
and/or results of operaions. 

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds. 
Issuer Purchases of Equity Securities for First Quarter of 2008 

There were no issuer purchases of equrty securities during the first quarter trf 2008, 
In February 2005, Duke Energy announced plans lo exetxjie up to a ĵproxlmately $2.6 bilHtm trf slot* rapurtrfiases ova a three year period. CXike Energy repurdiased 

approximaeiy $1.4 biHion of common stt>ck under this plan, which expired in February 2008. 

Item 4. Submission of Matters to a Vote of Security Holders. 
No matters were submitted to a vote trf Duke Energy's security holders during (he firs! quarter of 2005. 
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Item 6. Exhibits 

(a) Exhibrts 
Exhibits tiled or furnished herewrth are designaled by an asterisk (*). All exhibits not so deagnaed are incorporaed by reference to a pria liHng, as tncHcaed. ttems 

ctmstituting management conlrads or compensaory plans or arrangements are designated by a double asterisk {"). 

Exhibit 
filinfber 

3 1 Amended and Restated By-Lawra of Duke Energy Corporation (filed on Form 8-K of Duke Energy Corporation, March 3,2QQ8, l=ite fdo. 1-32853. as Bttiibrt 
3.1). 

*-} 0.1 Amended and Restaed Engineering. Procuremail and Ctmstruction Agreement, dated Fetmjary 20.2008, by and between Duke Energy Carcdinas, LLC 
and Stone & Webster National Engineering P.O. (portions of the exhibrt have been omrtted and filed separartely wth the Securittes and Exdiange 
Commission pursuant to a reajuest for confidential treament pursuant to Rute 24b-2 under ttie Securities Exdiange Ad of 1934. as amended). 

*10.2** Agreement, effective March 31, 2008, fay and behveen Henry 6. Barron. Jr. and Duke Energy'Ctnporatian. 

10.3'* Form of Phantom Stock Agreement (filed on Fomi a-K erf Duke Energy Corporaion, Febrtjary 22. 2008. FHe No. 1-32853. as Exltibrt 10.1). 

10.4** Form of Performance Share Agreement (fited on Fonn 8-K of Dirfte Energy Co^Kwation, Febnrary 22.2008. Re No. 
1-32853, as Exhibit 10.2), 

10 5 AmendmentNo. 1 lotheAmendedandRestaed Cred!tAgreemenl(flledonFtwm8-KofDukeEnagyCorporatton.Mach 12, 2008, Fitefdo. 1-32853, as 

Exhibrt 10.1). 

*31.1 Certiflcaion of the Chief Executive Officer Pursuant to Sedion 302 of the Sartianes-Oidey Ad of 2002. 

*31.2 Certification ofthe Chief Finand^ Officer Pursuant to Section 302 of the Saurbanes-Oidey Ad of 2002. 

*32.1 Certificaion Pursuant to 18 U.S.C. Sedion 1350. as Adopted Pursuant to Sectitm 906 of the Sartaanes-Oxtey Ad of 2002. 

''32.2 Certification Pursuant to 18 U.S-C. Sedion 1350, as Adt^ed Pursuant to Section 906 of the Sartianes-Oidey Ad trf 2002, 
The total amounl of securities trf the registrant a rts substdiartes authorized untter any instrument wtth resped to tong-temn debt nol filed as an exhitut does ntrf exceed 

10% of the total assets of the registrant and its subsidiaries on a constilidated basis. The registrant agrees, upon request trf ttie Securities and Exchange Conmiis^tm. to 
furnish copies of any or all of such instruments to it. 
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SIGNATURES 

Pursuant to tiie requirements of the Securities Exchange Act of 1934, the registrant has duly caused this rept)rt to be signed tut its tiehalf by tfie undersigned 
thereunto dtrly authorized. 

DUKE ENERGY CORPORATION 

Dae: May 9, 2008 

Date: May 9, 2008 

/sf nAVtfll HAUSPR 

David L Hauser 
Grtiup Exetirfive and 
Chief Finandal Officer 

M R T P U F M K Yr^ttjr; 

Steven K. Young 
Senior Vice Preadent amd ControUer 

56 

Source: Duke Energy Holding , 10-O, May 09, 2008 



EXHIBIT 10.1 

PORTIONS OF THIS EXHIBIT MARKED BY ("***") HAVE BEEN OMITTED PURSUAhfT 
TO A REQUEST FOR CONFIDENTIAL TREATMENT FILED SEPARATELY WITH THE 

SECURIHES AND EXCHANGE COMMISSION 

FINAL EXECUTION VERSION 

FIRST AMENDED AND RESTATED 
ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT 

by and tietweeo 

DUKE ENERGY CAROHNAS, LLC, as Owner 

and 

SHAW NORTH CAROLINA, INC., as Coatractor 

for the 

CONSTRUCTION OF A SUPERCRITICAL COAL-FIRED 
GENERATION FACILITY BV CLIFFSIDE, NORTH CAROLINA 

Dated February 26,2008 
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15.3 General Requirements 55 

15.4 Insurance Costs and Assumptions 57 

16 PROJECT CREDIT SUPPORT 57 

16.1 Parental Guarantee 57 
16.2 Standby Letter of Credit 57 
16.3 Cooperation with Owner Financing 58 

17. LIMITATION OF LIABILITY 59 

17.1 No Consequential Damages 59 
17.2 Maximum Total Liability 59 
17.3 Protected Parties 60 
17.4 Precedence 60 
175 *** 60 

18. LIENS 60 

18.1 Liens 60 
18.2 Discharge or Bond 60 

19. INTELLECTUAL PROPERTY 61 

19.1 Delivery of Documentation 61 
19.2 Ownership of Rights in Documentation 61 
19.3 Ownership of Invention Rights 61 
19.4 Disclosure of Documentatioii 61 
195 Other Licenses 62 

20 CONFIDENTIAL INFORMATION 62 

20.1 Confidentiality Obligations 62 
20.2 Permitted Disclosures 62 
20.3 Publicity 62 

21. ENVIRONMENTAL; HAZARDOUS MATERIALS 63 

211 Material Safety Data Sheets 63 
21.2 Facility Use, Storage Removal 63 
21.3 Notice of Presence 63 
21.4 Labeling; Training 63 
21.5 Handling, Collection, Removal Transportation and Disposal 63 
21.6 Notice of Discovery 64 
21.7 Policies and Procedures 64 
21.8 Asbestos Containing Products 64 
21.9 Pre-Existmg Hazardous Material 64 
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22. TITLE: RISK OF LOSS 65 

22.1 Transfer of Title: Security Interest 65 
22.2 Risk of Loss 65 
22.3 Contractor Tools 66 

23. DEFAULT; TERMINATION AND SUSPENSION 66 

23.1 Events of Default 66 
23.2 Owner Remedies 67 
23.3 Contractor Remedies 67 
23.4 Termination for Convenience 68 
23.5 Tennination for Force Majeure 69 
23.6 Effect of Termination 69 
23.7 Suspension 69 

24. SAFETY: INCIDENT REPORTING 70 

24.1 Environmental, Health and Safety Programs ^ 
24.2 OSHA and Other Laws 70 
24.3 Worksite Safely 71 
24.4 Dangerous Materials 72 
24.5 Loading 72 
24.6 Cooperation in Governmental Investigation 72 
24.7 Audit 72 

25. QUALIFICATIONS AND PROTECTION OF ASSIGNED PERSONNEL 73 

25.1 Contractor's Personnel 73 
25.2 Drug and Alcohol Testing 73 
25.3 Training of Employees 74 
25-4 Compliance with Employment Laws; Policies 74 
25.5 Substitution 74 

26. RECORDS AND AliDlT 74 

26 i Technical Documenlation 74 
26,2 Accounting Records 75 
26 3 Owner's Right to Audit 75 
26.4 Sales Tax and Privilege Tax Records 75 

27- TAXES 76 

27.1 Employment Taxes 76 
27.2 Sales and Use Taxes on Contractor Tools 76 
27.3 Sales and Use Tax on Equipment; Privilege Tax 76 
27.4 State Property Taxes 77 
27.5 Tax Indemnification 78 
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27.6 Pollution Control Equipment Information 78 

28. DISPUTE RESOLUTION 78 

28.1 Resolution by the Parties: Mediation 78 
28.2 Arbitration Proceedings 79 
28.3 Continuation of Work 80 

29. MISCELLANEOUS PROVISIONS 80 

80 
80 
80 
81 

29.1 
292 
29.3 
29.4 
29.5 
29 6 
29.7 
29.8 
29.9 
29.10 
29.11 

Goveming Laws 
Entire Agreemcjit 
Successors and Assigns 
No Third Party Beneficiaries 
Rights Exclusive 
No Waiver 
Survival 
Severability 
Notices 
Vienna Convention 
Counterparts 
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EXHIBITS 

Exhibit A Specifications, including the Scope of Work, Drawings, and Training Procedures 

Exhibit B Site Description 

Exhibit C Key Schedule Milestones 

Exhibit D List of Contractor Supplied Permits 

Exhibit E List of Owner Supplied Permits 

Exhibit F Cash Flow Plan 

(F-1) 

(F-2) 

(F-3) 

(F-4) 

(F-5) 

• ** 

F-2a 

F-2b 

*** 

F-3a 

* % • 

F-4a 

F-4b 

F-4c 

F-4d 

F-4e 

* • * 

F-5a 

F-5b 

F-5c 

F-5d 
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Exhibit G 

Exhibit H 

Exhibit I 

F-5e *** 

List of Contractor's Key Management and ConsUuclion Personnel 

List of Approved Subcontractors 

(Table I-1) 

(Table 1-2) 

I-2a 

I-2b 

(Table 1-3) 

l-3a 

(Table 1-4) 

l-4a 

l-4b 

I-4c 

I-4d 

!-4e 

(Table 1-5) 

I-5a 

1-5 b 

I-5c 

I-5d 

I-5e 

(Table 1-6) 

1-63 

l-6b 

* 4 t 

Owner Equipment components 
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(J-3) 

I - 6 c ••••• 

Exhibit J Credit Support 

(J-1) Parent Guarantee (Executed) 

(J-2) Letter of Credit (Executed) 

Exhibit K Time and Materials Rates 

Exhibit L Performance Guarantees 

(L-1) Unit 5 Scrubber Performance Guarantees 

(L-2) Unit 6 Performance Guarantees 

(L-3) Unit 6 Reliability Testing 

Exhibit M Permitted and Guaranteed Emission Limits 

Exhrbit N Owner's Drug and Alcohol Testing Policy 
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FOIST AMENDED AND RESTATED 

ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT 

This FIRST AMENDED AND RESTATED ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT (the "Agreemenr) is entered 
into as ofthe 20th day of February, 2008 (the ^'Amendment Date*'), by and between DUKE ENERGY CAROLINAS. LLC, a North Carolina limited liability 
company having a place of business in Charlotte, North Carolina ("Owner"), and SHAW NORTH CAROLINA, INC., a Shaw Group Company, a Nortii 
Carolina corporation having a place of business in Charlotte, Nortii Carolina ("Contractor"). Owner and Contractor may be referred to individually as a 
"Party" and txillectively as the "Parties". 

RECITALS 

WHEREAS, Owner and Stone and Webster Natbnal Engineering, PC. ("SWNE") are parties to that c:ertain Engineering, Procurement and Crmstruction 
Agreement, dated as of July 11, 2007 (tfie "Original EPC Agreement*'), pursuant to which Owner engaged SWNE to perform the engineering, procurement, 
construction and commissioning ofthe following systems: 

(i) a new nominally-rated 820 MW supercritical pulverized coal electric-gener^ion unit to be located adjacent to the Owner's existing coal-fired steam 
station in Cliffside, North Carolina ("Cliffside Unit 6"); and 

(ii) a new flue gas desulfurization system for Owner's existing Unit 5 at Ibe Owner's coal-fned steam station in Cliflfeide, North Carolina ("Unit S 
Scrubber") 

(collectively. Cliffside Unit 6 and the Unit 5 Scrubber shall hereinafter be referred to as the "Project"); 

WHEREAS, pursuant to that certain Assignment and Assumption Agreement, dated as offlie date hereof and entered into immediately prior to the 
execution of this Agreement, (i) SWNE has assigned to Conh^ctor all of its righl, title, interest and obligations in, to and under the Oigind EPC Agreement and 
ali of its right, title and interest in the Documentation (as defined in the Original EPC Agreement), including all intellectual property rights relating thereto, and 
(ii) Contractor accepted such assignment and assumed and agreed to pay and otherwise undertake, observe, perfoim and disclrarge in accortlance with its terms 
all of SWNE's obligations and other liabilities under, arising out of or relating to the Original EPC Agreement; 

WHEREAS, the Original EPC Agreement provided **• process whereby the Parties agreed to •**; 

WHEREAS, the Parties agreed to *** and, as a result, the Parties have *** set forth herein; and 
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WHEREAS, the Parties hereto desire to amend and restate the Original EPC Agreement in the manner sei forth herein in order to reflect ***, determine 
the process pursuant to which *'*'* and make die other changes set forth herein. 

NOW, THEREFORE, in consideration ofthe recitals, die mutual promises herein aid other good and valuable consideration, Ae receipt and sufficiency 
of which the Parties acknowledge, the Parties, intending to be legally bound, stipulate and agree as follows: 

1. DEFINITIONS 

The following capitalized words and phrases used in this Agreement shall have the foHowing meanii^s unless otherwise noted: 

"AAA" shall have the meaning set forth in Section 28.2. 

"Affiliate*' shall mean, with respect to any Person, any other Person that, directly or indirectly, through one or more intermediaries. Controls, is Controlled 
by, or is under common Control with such first Person at such time. 

"Agreement" shalf have the meaning set forth in the first paragraph above and shad include all Exhibits, and all amendments hereto (includii^, fo the 
extent applicable. Change Orders). 

*** 

«'•* Work" shall mean the scope of Work perfomied by Coatmctor hereunder for which the *** Costs apply. 

"Alstom Contract" shall mean the Engineering, Fabrication and Eklivecy Agreement for the Cliffside Steam Station, dated as of***, by and between 
Owner and Alstom Power Inc. for the purchase of one (1) wet flue gas desulfurization system for the Unit 5 Scrubber and one (1) Air Qu^ity Control System for 
Unit 6. 

"Amendment Date" shall have the meaning sel forth in the first paragraph of diis Agreement. 

*** shall mean***. 

"Bulk Materials" shall mean those items of materid and Equipment described in Table l-5e of Exhibit I. 

"Business Day" shall mean every Day other (han Saturday, Sunday or a legal holiday recognized by the State. 

"Cash Flow Plan" shall have the meaning set forth in Section 7.1. 

*** shall mean***, 

"Change" shall have the meaning set forth in Section 8.1. 

2 
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"Change in Law" shall mean (a) any bindmg change after the Effective Date in the judicial or administrative interpretation of, or adopticoi after the 
Effective Date of, any Laws (excluding any Laws relating to net income Taxes and excluding any Laws relating to tilie organization, existence, good standing, 
qualification, or licensing of Contractor or their Affiliates or Subcontractors in any jurisdiction), which is inconsistent or at variance with any Laws in effect on 
the Effective Date or (b) the imposition after Ihe Effective Dale of any condition or requirement (except for any conditions or requirements which result from the 
acts or omissions of Contractor or any Subcontractor) not required as ofthe Effective Date affecting die issuance, renewal or exttinsioo of any Government 
Approval (excluding any Govemment Approval relating to the org^ization, existwwe, good standing, qualification, or licensing of Contractor or its 
Subcontractors in any jurisdiction). Notwithstanding the foregoing, the isst^ncc ofthe Facility Air Permit subsequent to die Effective Date shall nol be 
considered a Change in Law for any purpose hereunder. 

"Change Order" shall have the meaning set forth in Section 8.1. 

"Clarificr Refurbishment" shall have the meaning set ftwth in Table I-4c ofpxhibitl. 

"Collateral" shall have the meaning set forth in Section 22.1. 

"Commissioning" shall mean the aclivities required to be conducted by Contractor pursuant to the terms of this Agreement in order to bring Unit 6 or the 
Unit 5 Scrubber from an inactive condition, when consdnction is essentially conqilete, to a state where Unit 6 or Unit 5 Scrubber is ready for the commencement 
of operation, including pre-commissioning, start-up. Individual system and integrated, functional verification and synchronization of Unit 6 or Unit 5 Scmbber 
with other tie-in Facility equipment. 

"Confidential Information" shall mean, wiUi respect to any Party, all witten, verbal, electronic and other mformation and dociunents such Party 
provides or makes available to the other Party relating in any way to this Agreement which are marked as being "Proprietary" to such Party at the time of 
disclosure, or for verbal information reduced to a writing and marked or designated as being "Proprietary" to such Party widiin seven (7) Days after such vwbal 
disclosure. "ConfidenliaJ Infonnation" shall not include any Docum^tation or any other infonnation that: (a) was already known ta tfie other Party at the titr^ it 
was disclosed by such Party; (b) was available to the public at die time it was disclosed by si«;h Party; (c) becomes available to tiie pi^ic after being disclosed 
by such Party through no wrongfiil act of, or breach of this Agreement by, the other Party; (d) is received by the other Party wWiout restriction as to use or 
disclosure from a third party; or (e)is independently developed by the other Pfuty without benefit of any disclosure of information by such Party. 

"Construction Services AgreemenC shall mean Ov«ier Purchase Order FHPO1564 issued pureuant to die ***. 

"Construction Services Payments" shall mean, with respect to each of Unit 6 and the Unit 5 Scrubber, those payments whic^ have been made or are due 
and payable by Owner to Contractor prior to the Effective D&te for those on-site services, including erosion control, fire protection nwdifications and other 
miscellaneous site preparation services, as are more fully described in Owner purchase order FHP01564. 

3 
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*** shall mean ***, 

"Contract Price" shall mean ***. 

"Contractor" shall have the meaning set forth in the first paragraph above and shall include respective successors and permi^d assigns. 

"Contractor Indemnitees" shall have the meaning set forth in Section 14.2. 

"Contractor Permits" shall have the meaning set forth in Section 3.20. 

"Contractor's Project Manager" shall mean the Person whom Contractor designates in gxhibit G to issue and receive communications on Contractor's 
behalf under this Agreement 

"Contractor's Site Representative" shall mean the Person whom Contractor designates in Exhibit G to represent Contractor at the Site. 

"Control" shall mean (a) the possession, directly or indirectly, ofthe power to direct or cause the direction of mani^ement and policies of a PersMi, 
whether through the ownership of voting securities, as a tmstee or executor, by contract or credit an-angement, or otherwise, or (b) ̂ e ownership, directly or 
indirectly, of fift>' percent (50%) or more ofthe equity Interest in a Person. 

*** shall mean for ^ y month, a comparison ofthe total *** incurred by Contractor during such month in the performance ofeach type of***, as 
described in each of *** (which shall Include reasonable detail lowing the build-up ofsuch total ***) against the applicable *** for such type of*** for such 
month as set fortii in ***, as applicable. 

*** shall mean, for any month, a comparison of tiie total *** and which are incurred in the performance ofthat *** during such month against the •** 
during such month as set forth in ***. 

*** shall mean, for any month, a comparison ofthe total *** incinred by Contractor duri^ such month in the performance ofeach type of***, as 
described in each of •** (which shall include reasonable detail showing the build-up ofsuch total ***), against the applicable *** for such ^fpe of *** for such 
month as set forth in ***, as applicable, and shall contain a certification as to whether any such *** has exceeded ***-

*** shall mean***. 

*** shall mean ***. 

"*** Comparison" shall mean, as tiie context may require, the CosI Comparison — ***, Uie Cost Comparison — ***, the Cost Comparison — **• the 
Cost Comparison — *** or the Cost Comparison — ***. 

•** shall mean ***. 

*** shall mean*"*. 
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•** shall mean ***. 

*** shall have the meaning set forth in Section 3.2 of Exhibit 1. 

*** shall mean ***_ 

•** shall mean***. 

*** shall mean ***. 

• * * shall have the meaning set forth in Section 3.2 of Exhibit 1. 

"Craft Labor" shall mean, with respect to each of Unit 6 and tiie Unit 5 Scrabber, respectively, those it^ns of Contractor craft labor as set fortii in more 
detail in Table l-5c of Exhibit I. 

"Craft Labor Costs" shall mean for each of Unit 6 and the Unit 5 Scrubber, respectively, those amounts that are incurred by Contractor in providing *** 

for Unit 6 or the Unit 5 Scrubber, as applicable. 

"Day" shall mean a calendar day. Including Sahirdays, Sundays, wid holidays. 

"Default" shall have the meaning sel forth in Section 23.1. 

"Defects" shall have the meaning set fordi in Section 13.4. 

"Delay Liquidated Damages" shall mean: 
(a) With respect to Unit 6: 

(i) *** per Day (or any portion of a Day) for tiie first *** Days that Contractor fails to achieve Substantial Completimi of Unit 6 by die 
Guaranteed Substantial Completion Date for Unit 6; 

(ii) *** per Day (or any portion of a Day) for each Day in excess ofthe fwst **• Days but less tiian or equal to *** Days that Contractix foils 
to achieve Subslantial Completion of Unit 6 by tiie Guaranteed Substantial Completion Date for Unit 6; and 

(iii) •** per Day (or any portion ofa Day) for each Day in excess of *** Days that Contractor fails to achieve Substantial Completion of Unit 
6 by the Guaranteed Substantial Completion Date for Unit 6. 

(b) With respect to the Unit 5 Scrubber: 

(i) With respect lo Unit 5 ScruMier Tie-In: 

(A) *** per Day (or any portion ofa Day) for each Day on or after tiie Guaranteed Unit 5 Tie-In Commencement Date until the *** 
Day after the Guaranteed Unit 5 Tie-in Commencement Date that Unit 5 Scrubber Tie-In has not commenced; 
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(B) *** per Day (or any portion ofa Day) for each Day after tiie *** Day but prior to the *** Day on or after ttie Guaranteed Unit 5 
Tie-in Commencement Date that Unit 5 Scmbber Tie-in has not commenced; and 

(C) *** per Day (or any portion ofa Day) for each Day after the *** Day an or after the Guaranteed Unit 5 Tie-in Commencement 
Date that Unit 5 Scrubber Tie-in has not commenced; 

(ii) After commencement of Unit 5 Scrubber Tie-In, • • • per Day (or any portion ofa Day) for each Day aftw tbe Guaranteed Tie-in 
Completion Date that the successfiil lie-in ofthe Unit 5 Scrubber has not been achieved; and 

(iii) After tiie successfiil tie-in ofthe Unit 5 Scmbber has been adiieved, *•* per Day (or any portion ofa Day) for each Day after the 
Guaranteed Substantial Completion Date ofthe Unit 5 Scrubber that Contractor feils to achieve Substantial Completion ofthe Unit 5 Scrubber. 

"Delay Liquidated Damages Cap" for Unit 6 or for the Unit 5 Scmbber shall mean *** ofthe respective Contract Price for Unit 6 or tiie Unit 5 Scrubber, 

as may be amended by Change Order. 

"Design Documents" shall have the meaning set forth In Section 3.6. 

"Dispute" shall have the meaning set forth in Section 28.1. 
"Documentation" shall mean such materials in printed or electronic format that are agreed, or are required hereunder, to be delivered by Contractor to 

Owner, including, without limitation. Design Documenls, specifications (including the Specifications), schedules (including the Schedule), schematics, drawings 
(including Final Completion agreed "as built" drawings as specified in Exhibit Al. blueprints, memoranda, lettors, notes, istmietrics, computer programs and 
software, flow charts, logic diagrams, graphs, smdies. system descriptions, lists, charts, diagrams, standards, criteria, assumptions, meaairements, pnKsdures 
(includmg the Testing Procedure), instiuctions, reports, test data and results, analyses, calculations, formulas, computations, plans, empu-ical and other 
correlations, models, manuals (including software manuals and Project Manuals) and training matorials, that are necessary for the design. Commissioning, 
operation, maintenance, modification or decommissioning ofthe Project. 

"Duke Coal Facility" or the "Facility" shall mean the Owner's enfire physical coal facility known as tiie Clififeide Steam Station, including tiie Project 
and all other generating units and ancillary structures thereto. 

*'Early Completion Bonus" shall mean, with respect to Unit 6: 

(a) *** per Day for each Day earlier than **• Days but less than or equal to *** Days that Contractor achieves Substantial Completion of Unit 6 prior to 
the Guaranteed Substantial Completion Dale for Unit 6, and 
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(b) «** per Day for each Day earlier than *** Days ttuit Conti-actor achieves Substantial Completion of Unit 6 prior to the Guaranteed Substantial 
Completion Date for Unit 6. 

"Effective Date" shall mean July 11, 2007, which is the date of execution by the Owner and SWNE of Ihe Original EPC A^eement. 

"Electrical Output" shall mean the net electrical power, as measured at the high side ofthe main step-up transformer, which is produced by Unit 6 in 
kilowatts (kW) during the Performance Testing, at the test specified operating conditions, and corrected to the base performance conditions set forGi in Exhibit 
L-2. 

"*** Equipment" shall mean those items of malerial. Equipment and associated Subcontiactor services (e.g., transportation, technical assistance, 
warranty services, etc) as defined in *** of***. 

"Equipment" shall mean any and all material, structure, buildings, apparatus, equipment, spare parts, hardware, Document^on, goods, tools, supplies, 
and other personal property, all as intended to become a permanent part of tiie Project, that Contractor himishes, oris required to fiimish, hereunder in 
accordance with the Specifications or otherwise for the Project. "Equipment" includes (a) all of tiie foregoing items tiiat Contractor fiimishes tiirough a 
SubconUactor and (b) all ofthe foregoing items that Contractor has purchased or provided or has comraitied to purchase or provide, directly or indirectiy throu^ 
a SubconUactor, pursuant to the JPDA. For the purposes of ttiis Agreement, "Equipment" shall not include any Owner Equipment. 

"Equipment Warranty Period" shall have the meaning set forth in Section 13.2. 

*** shall mean ***, 

*** shall mean***: 

(a)*** 

(b)*** 

"Facility Air Permit" shall mean Permit No. 04044T28 issued by the North Carolina Department of Environmental and Natural Resources (NCDENR) 
Division of Air Quality to Owner, effective as of January 29,2008. 

**• shall mean ***. 

"FERC"" shall mean the Federal Energy Regulatory Commission, and its successors. 

*** shall mean***. 
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*** shall mean those costs for each ofthe Unit 5 Scrubber and Unit 6, respet^ively, incurred byContractor in paformance of*** for ttie Unit 5 Scrubber 
and Unit 6, as applicable, ***. 

"Final Completion" shall mean, witti respect to e^h of Unit 6 or die Unit 5 Scrubber, the achievement by Contiactor of all tiie conditions set fortti in 
Section 11.3, 

"Final Completion Date" shall mean, with respect to each of Unit 6 or the Unit 5 Scrubber, the date on which Final Completion of Unit 6 or the Unit 5 
Scrubber occurs. 

"Final Payment Invoice" shall have the meaning set forth in Section 7.5. 

"Financial Instilutions" shall mean any party ^ t^ ing into a loan agre^nent, guarantee, note, indenture or security agreement witti Ovmer or its 
Affiliates in relation to the Duke Coal Facility, including arrangements relating to interest rate or currency hedguig ami arnuigements relating to ttie consttuction 
or permanent financing or refinancing of the Project or the Facility. 

"Fixed Prices" shall mean ***. 

"Force Majeure" shall mean an unforeseeable event or cause that is beyond the reasonable control ofa Party, including by way of example, but not 
limited to: 

(a) acts of God, war, riots, insurrection, terrorism, rebellion, floods, hurricanes, tornadoes, earthquakes, lightoing, pandsnic, epidemics, and ottier natumt 

calamities; 

(b) acts or inaction of any Govemment Autiiority; 

(c) explosions or fires; 
(d) strikes, lockouts, or other labor disputes, but excluding legal strikes, lockouts or work stoppages involving only employees of Contractor and îsX are 

directed soiely af a Confraclor facility; 

(e) delay in the performance of the Services or delivery of Equipment or Owner Equipment to tiie extent any such delay is not attributable to an act or 
omission of Contractor, or its employees, officers, agents. Subcontractors or other Persons under Contractor's contiol and supervision, unless such acts or 
omissions are themselves a result of Force Majeure; 

(0 a Change in Law, but only to the extent such Change in Law delays a Party or increases its cost, as demonstrated by credible evidence, in Us 
performance of its obligations under this Agreement (excluding payment obligations); and 

(g) delays in obtaining goods or services fiism any 5ubcontracti»' caused by the occurrence of any of Force Majeure evwits; 

provided, however, that an event or cause shall not be an event of Force Majeure unless il: (1) negatively unpacts tiie Work under this Agreement, (ii) is not tiie 
result ofthe willful misconduct or negligenl act or omission of, or breach of this A^eement by, sudi Party (or any Pereon over whom that Party has control), and 
(iii) cannot be cured, remedied, avoided, offset, or otherwise overcome by the prompt exercise of reasonable diligence by the Party (or any Pereon over whom 

S 
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that Party has control). For the avoidance of doubt, except as otherwise expressly provided in Exhibit I. the definition of "Force Majeure" shall not include, and 
Contractor shall not be entitled to equitable relief for, changes such as inflation and interest rates. 

"Full Notice lo Proceed" with respect to Unit 6 or ttie Unit 5 Scmbber shall mean the written notice that Owner gives to Contractw: fiiUy authorizing 
Contractor to proceed with the respective Work for Unit 6 or the Unit 5 Scrubber. 

*** shall mean, witfi respect to each of Unit 6 or the Unit 5 ScruWier, respectively, the Wort as set forth in more deteiil in *** of***. 

*** or *** shall mean: 

(a) *** 

(b)*** 

"Government Authority" shall mean any federal, state, coniwy, city, local, municipd, foreign or other govemm^it or quasi-govemm«ital autiiority or 
any department, agency, subdivision, court or ottier tribunal of any ofthe foregoing. 

"Covernment Approvals" shall mean all permits, licenses, authorizations, consents, decrees, waivere, privileges and approvals from and ftlinp witii any 
Government Authority required for or material to the developmeiU, financing, ownership, construction, operation or maintenance of tiie Project in accordance 
with this Agreement, including the Certificate of Public Convenience and Necessity (CPCN), the Facility Air Pennit and ottier work permits, environmental 
permits, licenses and constmction permits. 

''Gross Negligence" shall mean a conscious and voluntary disregard of tiie need to use reasonable care, which is likely to cause frn^seeable grave injury or 
harm to persons, property, or both. 

*** shall mean the •**, dated as of***, which has been executed and delivered by *** to Owner ***, and as attached hereto as ***. 

"Guaranteed Emission Limits" shall mean, with respect to Unit 6 and the Unit 5 Scrubber, tiiose specific emission limits and requirem^ts identified as 
such and set forth In Exhibit M which must be met in order to achieve Fin^ Completion of Unit 6 or the Unit 5 Scrubber 

'^'Guaranteed Final Completion Date" shall mean: 

(a) With respect to the Unit 5 Scrubber, ***, and 

(b) With respect to Unit 6, ***; 

as such dates may be adjusted by Change Order. 

"Guaranteed Substantial Completion Date" shall mean: 
(a) With respect to the Unit 5 Scrubber, ***';and 
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(b) With respect to Unit 6, *•*, 

as such dates may be adjusted by Change Order 

"Guaranteed Unit 5 Tie-In Commencement Date" shall mean ***, as such date may be adjusted by Change Order. 

"Guaranteed Unit 5 Tie-In Completion Date" shall mean ***, as sudi date may be adjusted by Change Order. 

"Guarantor" shall mean ***. 

"Hazardous Materials" shall mean substimces defined as "haz^dous subs^nces" pursuant to Section 101(14) Comi»:ehensive Environmental Response, 
Compensation and Liability Act of 1980, as amended by the Superfund Amendments and ReauthorizatiOTi Act of 1986 (42 U.S.C. Sections 9601 el ^ g ) ; those 
substances defined as "hazardous wasle" pursuant to Section 1004(5) of ttie Resource, Conservation and Recovery Act (42 U.S.C. Section 6901 e| se^.); tiiose 
substances designaled as a "hazardous substance" pursuant to Section 311 (b X2XA) or as a 'ioxic pollutant" pursuant to Section 307(aXi) of tiie Oean Water 
Act (33 U.S.C. Sections 1251 el seq.); those substances defmed as "hazardous m^rials" pursuant to Section 103 oftiie Hazardous N^t^ials Transportation Act 
(49) U.S.C. Sections 1801 etseq); those substances regulated as a "chemical substance or mixture" or as an "imminentty hazardous cheraic^ substance or 
mixture" pursuant to Section 6 or 7 ofthe Toxic Substances Conttol Act (15 U.S.C. Sections 2601 et seq.): those si^tances defined as "contamiiants" pursuant 
to Section 1401 ofthe Safe Drinking Water Act (42 U.S.C. Sections 300f et seq.), if present in excess of permissible levels; those substances f^ulated pursuant 
to the Oil Pollution Act of 1990 (33 U S C Sections 270! ^ seg); tiiose si^slances defined as a "pesticide" pursuant to Section 2(u) ofthe Federal Insecticide, 
Fungicide, and Rodenticide Act as amended by the Federal Environmental Pesticide Control Act of 1972 and by the Fedend Pestkide Act of 1978 (7 U.S.C. 
Sections 136 et seg.); those substances defined as "toxic materiiUs" or "harmful physical agents" pursuant to Section 6 of flie Occupational Safe^ and Healtti A"̂  
(29 u s e . Section 651 sl Ssa). those substances defined as "hazanlous air pollutemts" pursuant lo Section 112(aX6), or ' ^ ^ u l a ^ substance" pursuant to 
Section U2(a)(2KB) ofthe Clean Air Act (42 U.S.C. Sections 7401 et seg.); those substances defmed as "exti^mely hazardous substittices" [Hiraiant to 
Section 302(a)(2) ofthe Emergency Planning & Communis RiglU-to-Know Act of 1986 (42 U.S.C. Sections llOOl gj s^.); and tiiose other hazardous 
substances, hazardous wastes, toxic poliutanis, hazardous materials, diemical substmices or nuxtiires, imminentiy hazanlous chemi^il sub^nces ormixtures, 
contaminants, pesticides, toxic materials, haimftil physical agents, air pollutants, regulated subsUutces, or extremely haz^vdons substances defined in any 
regulations promulgated pursuant to any ofthe foregoing environmental Laws, and all otiier contaminants, toxins, pollutants, hazardous subst^ces, substances, 
materials and contaminants, polluted, toxic and hazardous materials, tiie use, disposition, possesskin or conlrol of which is regulated by one or more Laws. 

"Heat Rate" shall mean the test calculated n^ heat rate in BTU/kW-hr in HHV for Unit 6 during the Performance Testing at the test specified operating 
conditions and corrected to the base performance conditions set forth in Exhibh L-2. 
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"Hitachi Contract" shall mean the Engineering, Fabrication and Delivery Agreement for the ***, dated as of ***, by and between Owner and Hilachi 
Power Systems America, Ltd. for the purchase of one new single-reheat boiler. 

*** shall mean, with respect to each of Unit 6 or the Unit 5 Scmbber, those items as set forth in more detail in Table l-5a of Exhibit I. 

+»* shall mean***. 

"Indemnified Party" shall mean the Owner Indemnitees or Contractor Indannitees, as applicable, 

**• shall mean those amounts for each ofthe Unit 5 Scrubber and Unit 6, respectively, that are incurred by Contractor in performance of tfie ***atthe 
Site for the Unit 5 Scrubber or Unit 6, as applicable. 

**• shall mean, with respecl to Unit 6 and the Unit 5 Scrubber, respectively, those items identified as such costs in more d^ail in Table l-2a of Exhibit 1. 
examples of which Include***. 

"Invoice" shall have the meaning set forth In Section 7-3(a). 

*** shall mean***. 

"*** Payments" shall mean tiiose amounts paid by Owner to ConU:actor under ttie *** for Unit 6 or the Unit 5 ScruMier, as applicable, but excluding die 
Construction Services Payments. 

"Key Schedule Milestone" shall mean each Key Schedule Milestone identified on Exhibit C. 

"Laws" shall mean, at any date of detomination, ^1 stftfutes, laws, codes, ordiimtces, orders, judgrawils, decrees, injunctioas, licenses, mles, permits, 
approvals, agreements, and regulations, including all aj^licable codes, standards, mles and regulations of tiie State, in eflfecl on such date, including ail 
Govemment Approvals. 

"Lien" shall mean any lien, mortgage, pledge, encumbrance, charge, security intere^, defect in title, or olher claim filed or asserted in connwtion with the 
Project by or Ihrough Contractor, a Subcontractor or any otiier third party under the control of Contractor or any Subcontractor against tiie Facility, tiie Site, the 
Equipment or the Owner Equipment. 

"Liquidated Damages" shall mean the Delay Liquidated Damages and ttie Performance Liquidated Damages. 

"Limited Notice to Proceed" or "LNTP" witii respect to Unit 6 or tiie Unit 5 Scrubber shall mean a written notice tiiat Owner gives to Contiactor 
authorizing Contractor to proceed with the respective Work for Unit 6 or the Unit 5 Scrabber in a limited manner 

"Make Wght Performance Guarantees" shall mean tiiose Performance Guarantees designated as such in Exhibit L for which the payment ofa 
Performance Liquidated Damage as a remedy shall not be ui option for Conttactor, wtiich shall include the Guaranteed Emission 
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Limits, but only lo the extent that the failure to meet any such limits are attiibutable lo Contractor's scope of Work (with respect to Owner Equipn»at, only flie 
Work as expressly set forth in Section 3.KaXiPfBtY 

"Major Subcontractor" shall mean any Subcontractor who is engaged by Contnwtor: (i) to perform any off-Site Services or provide any Equipment ttiat 
exceeds or is expected to exceed, in the aggregate with all prior provision of Equipment, **•; or (ii) that will be providing Services at the Site (other than the 
delivery of material or Equipment) that exceeds or is e?q)ected to exceed, in the aggregate with all prior performance of Services or provision of Equipment, ••*. 

"Maximum Liability Amount" shall have the meaning sel fortti in Section 17.2. 

"Mechanical Completion" for Unit 6 or the Unit 5 Scmbber shall mean that Unit 6 or the Unit 5 Scrubber shall have achieved all the conditicnis set fortii 
In Section 11 1 

"Minimum Performance Guarantees" shall mean, to the extent that the ^lure to meel any such limit is attributable to Contractor's scope of Work (but 
with respecl to Ovmer Equipment, only the Work as expressly set forth in Section 3.1fa)fiiXB)'l: 

(a) With respect to the operation ofthe Unit 5 Scmbber, ttiose minimum paformance guarantees which must be met in accordance with Exhibit L-1 in 
order for Contractor to achieve Substantial Completion ofthe Unit 5 Scrubber and which allows the Unit 5 Scrubber to operate in compliance wilh applicable 
Laws; and 

(b) With respect to the operation of Unit 6 in acconJance wilh the perfomiance conditions set fortti in Exhibit L-2. the achievement by Unit 6 of net Heat 
Rate for Unit 6 not exceeding *** ofthe Performance Guarantees (or *** BTU/kW-hr HHV) and a net Electrical Ou^ut for Unit 6 not less than *** ofthe 
Performance Guarantees (or *** kW), both of which are achieved while meeting the Pennitted Emission Limits of Unit 6; 

as such performance guarantees may be adjusted by Change Order. 

"Monthly Progress Report" shall mean the writien report Contractor delivers to Owner each month describing the total amount of process in the Work 

achieved during the prior month, as provided in Section 3.2Ua). 

*** shall have the meaning set forth in the Recitals. 

"Original EPC Agreement" shall have ttie meaning set fortii in the Recitals. 

"OSHA" shall have the meaning set forth in S,?P.l,ioh. Zi.-Z-

"OSHA Standards" shall have the meaning set forth in Section 24.2l'bl. 

"Owner" shall have Ihe meaning set forth in tiie first paragraph above and shall include Iheir respective successors and permuted assigns. 

"Owner Equipment" shall mean the equipment that Owner has agreed to purchase and supply pursuant lo tfie Owner Equipment Contracts, including 
specifically Ihe following items; 

(a) one wet flue gas desulfurization (FGD) system for the Unit 5 Scrabber and one air quality conttol system (AQCS) for Unit 6 from Alstcon Power, Inc.; 
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(b) one 904,500 kW TC AF-40'' Super-Critical SteamTurbine and assocated 1070MVA generator from Toshiba International Corporation; and 

(c) one new single-reheat boiler fi^m Hitachi Power Systems America, Ltd. 

"Owner Equipment Contracts" shall mean, collectively, the ***, the ***, tiie *** and any otfier contract executed directly between Owner and a 
third-party supplier of equipment. Including the Owner Equipment, for the Reject, as each may be amended or updated. 

"Owner Indemnitees" shall have the meaning sel forth in Section 14.1. 

"Owner Permits" shall mean ttie permits and approvals that Owner is required to obtain as sel forth in Section 4.3 and Exhibit E. 

"Owner's Project Director" shall mean the Person tiiat Owner designates in writing to issue and receive communications on Owner's behalf under tiiis 
Agreement. 

"Party" shall have the meaning set forth in the first paragraph. 

"Performance Guarantees" shall mean, lo tiie extent tiiat the failure lo meet any such limit is attributable to Contractor's scope of Woii (but witii respect 
to ***, only the Work as expressly set forth in gegtion 3. l(a¥iiXBlV 

(a) Witii respect to tiie operation ofthe Unit 5 Scmbber, tiiose specific guarantees set forth in Exhibit L-1 under the performance conditions set forth in 
Exhibit L-1. which must be met in order for Contractor to adiieve Final Completiwi ofthe Unit 5 Scrubber, and 

(b) With respect to the operation of Unit 6 in accordance witii the performance conditions set forth in Exhibit L-2. the achievemeiU by Unit6 of a Heat 
Rate for Unit 6 not exceeding *** BTU/kW-hr HHV, an Electtical Output for Unit 6 not less than **• kW and Unit 6 Main Steam Fiow Capacity of not less tiian 
*** Ibm/hr (all of which are achieved while meeting the Guaranteed Emission Limits of Unit 6); 

as such may be adjusted by Change Order 

"Performance Liquidated Damages" shall mean, to tiie extwit that tiie failure to meet any such limit is attiibutable to Contractor's scope of Work (but 
wilh respect to Owner Equipment, only the Work as expressly set forth in Section B.KaViiVB^V 

(a) With respecl to the operation of Unit 6, *** per each BTU/kWhr measured as HHV over tiie Performance Guarantee for Unit 6 Heat Rate, *•• per each 
k W under the Performance Guarantee for Unit 6 Electtical Output and *** for each Ibm/hr under ttie Perfonnance Guarantee for Unit 6 Main Steun Ftow 
Capacity in accordance with Exhibit L-:2; and 
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(b) Witii respect to the performance ofthe Air (^ality Conttol System for Unit 6, the liquidated damages as expressly set forth ui Section 9.0 of Exhibit 
L-2: and 

(c) With respect (0 fhe performance of the Unit 5 Scrubber, tiie liquidated damages as expressly set fortii in Table 5.1 of Exhibit I^-j. 

"Performance Liquidated Damages Cap" for Unit 6 or the Unit 5 Scrdiber shall mean *** of tiie respective Contract Price for Unit 6 <x the Unit 5 
Scrubber, as may be amended by Change Order 

"Performance Testing" shall mean the tests, conducted in accordance wilh the Testing Procedures, by which Contractor demonstrates that Unit 6 and the 
Unit 5 Scrubber meets, for Subslantial Completion, the Minhnum Performance Guarantees, or for Final Completion, the Performance Guvantees. 

"Permitted Emission Limits" shall mean: 

(a) With respect to Unit 6, those specific emisston limits for each regulated pollutant sel fortti in tiie Facility Air Permtf autiiorizing the consttudion and 
operation of Unit 6 and which specifies the methods of measurement, recordation, and compliance and which are designated as such and set fortii in Exhibit M. 

(b) With respect to the Unit 5 Scrabber, those emission limits designated as such and set fortii in Exhibit M. 

"Person" shall mean any individual, company, corporation, partnership, joint venture, association, joint stock company, limited litd>ility company, ttust, 
estate, unincorporated organization. Government Authori^ or otiier entity having legal capacity. 

"Prime Interest Rate" shall mean, as ofa particular date, tiie prime r^e of interest as published on that date in The Wall Street Jovrncd, and generally 
defined therein as "the base rate on corporate loans posted by at least 75% ofthe nation's 30 largest banks." If The WeUI So-eet Jonmali^ not pubiubedon a date 
for which the interest rate must be determined, the prime interest rate shall be the prime rate pi^lished in The Wall Street Joumai on the nearest-preceding dale 
on which The Wall Street Journal was published. If The Wall Street Jowmd discontinues publishn^ a prime rate, the prime interest rate shall be tiie prime rate 
announced publicly from time to time by Bank of America, NA. or its successor. 

"Project" shall mean collectively Unit 6 and the Unit 5 Scrabber as sel foftii in the Recitals. 

"Project Manuals" shall mean those manuals prepared by Contractor for use by Owner or ils designated operator in connection with the operation. 
maintenance of and training on the Project that conform to the requiremenls of Exhibit A. 

"Progress Meeting" shall have the meaning set forth in Section 3.21(b) 

"Prudent Industry Practice" shall mean those practices, metiiods, equipment, specifications and standards of safety and p^ormance, as ttie same may 
change fmm time to 
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time, as are commonly used, or are generally accepted, m cmisttruction or operations of electric power g«ieration fttcitities similar to tiie Project, v^ich in tiie 
exercise of reasonable judgment and in light of the fads known at ttie lime the deciston was made, after due and diligent inquiry, are considered good, safe and 
prudent practices In connection with the operation and maintenance of facilities similar to tiie Projed with commensurate standards of safety. perfi»mance, 
dependability, efficiency, and economy, and as are in accorduice witfi generally accepted ^andards of professional care, skill, dil^wce, and competence 
applicable to operation, maintenance and construction pradices In the United States. 

"Quality Assurance Plan" shall have the meaning set forth in S«tion 3-7-

*** shall have the meaning set forth in Table I-4d of E n̂lifeit I. 

"Real Property" shall mean all stmctures, buildings, improvements and permanent fixtures annexed or attached to Unit 6 and Unit 5 Scrubba-and 
constructed for Owner, buildings of all kinds and descriptions including structural and otiier improvements to buildings, foundsUions, walls, flocn^, roo&, 
insulation, stairways, partitions. loading and unloading platforms and canopies, areaways, systems for heating and air conditionii^, ventilating, Siuiitation. fixed 
fire jwolection, lighting, plumbing, and drinking water, building elevators and es«dators, retaining walls, piling and mats for general improven^nts of Site, 
private roads, walks, paved areas, culverts, bridges, viaducts, fencing, reservoirs, dykes, dams, ditches, canals, drainage, storm and sanitary sewers, wsrter lines 
for drinking, sanitary and fire protection and all building matorials which become an Integral part of Unit 6 or the Unit 5 Scr^ber. 

"Reliability Testing" shall have the meaning set forth in Exhibit L-3. 

"Sales Tax" shall mean any current or fiitore sales, use or similar tax imposed on Contractor, any Subcontractor or Owner with respect to ttie Work by ttie 
State or any olher Govemment Authority. 

"Schedule" shall mean the critical schedule of key d^es and milestones, induding tiie Key Sdiedule Milestones, for completion of tiie Work, as sd fortti 
in Exhibit C. as modified or updated from time to time in acconJance with ibe terms of tiiis A^eement. 

"SDS" or "Small Diverse Suppliers" shall have the meaniag set forth in Section 25.4. 

"Services" shall mean all labor, transportation, packaging, storage, des^ning, drawing, engineering, demolition. Site preparation, manu&cturing, 
consttuction, commissioning, Installation, testing, equi|^ing, verification, training, procurement (vrfiether procur^nent of Equipment or otiierwise) and other 
work, services and actions (including pursuaiu to any warranty obligations) to be perfonned by Contrador hereunder (whether at the Site or otherwise) in 
connection with, or relating to, the Projed (or any component thereof, including any Equipment and any Owner Equipment). "Services" includes (a) all ofthe 
foregoing items that Contractor provides through a Subcontractor, (b) all of tiie for^ouig items that Contractor has provided or has committed to provide 
directly, or indirectly through a Subconttador, pursuant to tiie JPDA and the Construction Services Agreement and (c) the services that Contractor provides with 
respect to Owner Equipment pursuant to Section 3 IfaVii). 

"Services Warranty Period" shall have the meaning sd forth in g ^ c m 13.1. 
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"Scope of Work" shall mean the scope of work as sd forth in ^xh^jijl A. 

"Site" shall mean the physical location at tbe Cliffskle Steam Station under tiie care, custody and conttol of Contractor upon whidi Contractor ^ 1 1 

perform the conslruction portion ofthe Woric as described in ExhibitB. 

"Specifications" shall mean the Project specificatirms in Exhibit A. 

"Standby Letter of Credit" shall mean *** dated ***, executed and delivered by *** to Owner in tiie *** in support of***. 

"State" shall mean the State of North Carolina and Its Govemment Authorities. 
"Subcontractor" shall mean a Person, including any vendor, ma^ialnum or su|^lier, who has a control (wheth^ written or or^, a purchase order or 

otherwise) with Contractor or a contract witii any Pereon hired by (ionfractor or wkh a Person of any lower tier (e.g., a secon<i- or tiiird-tier subconhador) to 
perform any of the Services or to furnish any Equipment, at the Site or elsewhere. 

*** shall mean those amounts for each ofthe Unit 6 and the Unit 5 Scrubber, respectively, that are incuired by *** in performance ofthe Work m 
connection with the items identified in *** ofExjiibitl. 

*** shall mean, with respect to Unit 6 and the Unit 5 Scrubber, respedively, those items of Work provided by the tumish and erect Subcontractors as 
identified in *** of Exhibit 1 for Unit 6 or the Unit 5 Scrabber, as applicable. 

*** shall mean, as the context may require, **• for. each ofthe Unit 6 and the Unit 5 Sciubber, respectivdy, thai are incuired by the *** in perfonnance 

ofthe *** for Unit 6 or the Unit 5 Scrubber, as applicaUe. 

"Substantial Completion" shall mean that Unit 6 or the Unit 5 Scrubber shall have adiieved all the conditions sel forth in Sedion 11.2. 

"Substantial Completion Dale" shall mean the date on which Substantial Completion of Unit 6 or the Unit 5 Scrubber adually occurs. 
"Substantial Completion Punch List" shall mean the written list of items of Work witii respect to Unit 6 or tiie Unit S Scrubber (which Conbador 

prepares and with which Owner agrees prior to Substantial Completion) that remain to be completed by Contractor after Substantial Con^)letion of Unit 6 or the 
Unit 5 Scrabber bul prior Io Final Completion of Unit 6 or the Unit 5 ScnAber and which shall not affed the safety, reliability or operability ofthe Facility, 

"Tangible Personal Property" shall mean all property, other tiian Real Pn^taty, that has physical substance and monetary vittue; all property not 
permanently attached to or in the form of Real Property when purchased; such as power plant madiinery, air, wales' and noise pollution abatement equipment to 
be incorporated into the Project (Tangible Personal Property shall be interpreted consistaitly with the Laws ofthe State). 
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"Targeted Substantial Completion Date" shall mean: 

(tl) With respect to the Unit 5 ScraMier, ***; and 

(b) Witii respect to Unit 6. ***; 

as such dates may be adjusted by Change Order 

*** shall mean ***; 

(a)*** 

(b)*** 

as such amounts may be amended by Change Oder in accordance witii ttiis A^eement and Exhibit I. ***. 

"Taxes" shall mean all present and future license, documentation, recording and registration fees, all taxes (including income, gross rece^its, 
unincorporated business income, payroll, sales, use, privilege, personal property (tangible and intangible), real estate, excise and stamp taxes), levies, imports, 
duties, assessments, fees (customs or otherwise), charges and withholdings of any nature whatsoever, and all penalties, fines, additicms to tax, and iitterest 
imposed by any Govemment Authority. 

"Testing Procedures" shall mean those procedures prepared for the Performance Testing by Contractor ia accordance with Exhibit L and reasonably 
acceptable to Owner. 

"Third Party Claim" shall mean any claim, demand or cause ofadionof evety kind imd character 1^ any P ^ ^ n other than Owner or Coitfractor For the 
avoidance of doubt, a claim, demand or cause of action by an employee of Owner or Coatractor (untess made on behalf of Owner or Conttactor) ^all he 
considered a Third Party Claim hereunder 

"Toshiba Contracf' shall mean tiie Engineering, Fabrication and Delivery Agreement, dated as of ***. by and betweoi Ovmer and Toshiba Intemational 
Corporation for the purchase ofthe steam turbine generator for Unit 6. 

"Unit 6" shall mean the Cliffside Unit 6 described in the Recitals, and shall include the boiler, torbine and generator set and all associated auxiliary and 
environmental components (including tiie flue gas desulfurization system for Unit 6) necessary to goiorate and place power therefrom on the transmission grid in 
compliance with all applicable Laws. 

"Unit 5 Scrubber" shall mean the new flue gas desulfurization system for Owner's existing Unit 5 al tiie Owner's coal-fired steam station in Clif&ide, 
North Carolina. 

"Unit S Scrubber Tie-In" shall mean ttie process required to conned ttie Unit 5 Scrabber to ttie inter&ce points of Owner's existing Unit 5 at Owner's 
coal-fired steam station in Cliffside, North Carolina in order that operation of Unit 5, tfirough the Unit 5 Scmbber, ^ H meet tiie Pennitted Emissitws Limits. 
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"Unit 6 Main Steam Fiow Capacity" shall mean tiie test calculated turbine Ihrottie steam flow rate in Ibm/hr for Unit 6 during ttie Perfonnance Testing at 
the test specified operating conditions and corrected to tiie base perform^ice conditions sd forth in Exhibit L-2. 

"Warranty Period" shall mean, as the context may require, the Services Warranty Period or the Equipment Warranty Period, as each may be extended 
from time to time with respect to any Service or Equipment as provided in Section 13.3. 

"Work" with respect to Unit 6 or the Unit 5 Scrabber shall mean, as tiie context may require, either (a) the Equipment and ttie Services or (b) the 
Equipment or the Services, for Unit 6 or the Unit 5 Scrabber 

2. GENERAL PROVISIONS 

2.1 Intent of Contract Do(;:iiments. It is the intent of ttie Parties th^ Contrador provide the Equipment and perform the Services and all of its otiier 
obligations under tills Agreement for the Contrad Price, which shall nol be increased, except in accordance with Artjcleg or as otiierwise expressly set f<Hth 
herein. 

2.2 Independent Contractor. Contractor shall perform aM execute the provisions of Ais Agreement as an ind^ioident contractor to Owner and shsil not in 
any respect be deemed or ad, or hold itself out, as an agent of Owner for any purpose or reason wh^oever except as contemplated in Section 3, |(a)(ii). 

2 3 Sufacontradins: Approved Subconttactors. 

(a) The Parties have agreed upon the list of approved Subcontractors set fortii in pxhibit H for the Ss'vices and Equipment listed inJE^b0uUl-
Contrador shall have the right to have that portion of the Services id^tifled in EjdiibilH performed by the ai^iroved Subcontractor for such Service, and 
the right to purchase Equipment identified in Exhibit H from the approved Subcontrador for such Equqiment. For all Major Subconttactors listed on 
Ejdiibit R Conttactor shall provide not less than *** prior notice to Owner prior to ex«;ution ofsuch sitiicontnuits. I t priorto execiUion of asubconbiad 
with such Major Subcontractor listed on Exhibit H, Owner desires that Contrador engage an altemative ai^woved Major Subcontractor in lieu ofthe Major 
Subcontractor that is preferred by Contractor, Owner sh^dl cmisull in good faith with Contrador on tiie difference in value, if Euiy, betwera the bid price of 
the Major Subcontractor desired by Owner and the Major Subcontrador preferred by Contrador, plus any additional impacts to Schedule or warranties 
attributable to selecting the alternative Major Subcontractor in lieu of tiie preferred Major Subcontrador. If desired by Owner, ConUadw shall engs^e 
Such alternative approved Major Subcontrador but shall be entitied to a Change Order for ttie schedule, cost, warranty or other impads in selecting tiie 
alternative Major Subcontractor 

(b) ff Contractor desires to engage a Subcontractor that is not identified in Exhibit H as an approved Subcontrador, then, before Contractor enters 
into any contract wilh, or otherwise engages, such Subconttactor to perform such Services or provide such Equipm^t, Contractor shall deliver to Owner 
for Owner's review and approval (such approval not to be unreasonably withheld or delayed) (x) the name of tiie Subcontractor 
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that Coritrador proposes to use in the performance ofsuch Services or purchase ofsuch Equipment, (y) a statement in reasonable detail of tiie reasons vrfiy 
the proposed Subcontrador is preferred over any £y)proved Subcontractor and (z) ttie infonnation (and any additional information as Owner may 
reasonably request) on which Contrador is basing its desire to engage such Subcontractor Owner shall have the right to rejed any such Subcontrador, 
Eiovidefltliat(i) Owner's rejection shall be reasonable and shall occur within ten (10) Business Days after Conttactor submits to Owner all of the 
information described in clauses (x), (y) and (z) above and (ii) Contractor shall have an altemative Subcontractor available to perfomi such Services or 
provide such Equipment. 

(c) Conttactor shall not allow any Subcontrador that Owner rejects to perfonn any portion ofthe Services or provide any ofthe Equipment Unless 
otherwise mutually agreed in writing, no conttactual relationship shall exist between Owner and any Subcontrador with resped to any ofthe Services or 
the Equipment. Contractor shall be folly responsible for all ads, omisstons, Allures and foults of all Subcontractors as fiilly as if tiiey were tiie %^, 
omissions, failures and faults of Contractor. 

24 Assignment of Subcontracts. All subcontracts bdween Contractor and its Subcontractors shall be in writing and, to the extent commerci^ly 
reasonable, all subcontracts witti Major Subcontractors shall contain provisions, which ContradOT shall nol waive, release, modity or unpair (a) obligating each 
Subconttactor tiiat may receive access to any Owner Confidential Information, to proted such Owner Confidenlial Information in accordance with the |wovisi(His 
ofthis Agreement; (b) as applicable, sufficient to ensure that Conttactor has the right to grant the intellectual [H-operty licenses and assignments that are granted 
lo Owner herein; (c) giving Contractor an unrestricted righl to assign the subcontract and all benefits, interests, ri^fs and causes of action arising under it to 
Owner, an Affiliate of Owner, a Financial Institution, or an operator ofthe Facility, as designated by Owner and (d) providing tiuit, following a Default by 
Contractor and a tennination ofthis Agreement by Owner, upon receipt by Conttactor and Subcontractor of written nolKC from Owner electii^ same, such 
subcontract, together with ail benefils, interests, obligations, rights and causes of adton arising thereunder, shall be deemed to have been assigned from 
Conttactor to Owner effective immediately upon receipt of such notice friKn Owner witiwHit any forther action required by any party. At the request of Owraer, 
Conttactor shall provide Owner wilh copies of all vrarrMities ofeach Major Subconttador relating to any ofthe Work, and Contractor shall comply with any 
request by Owner upon the termination ofthis A^eemenl pui^uant to Article 23 or prior to the expiration of tiie ^ f̂eTanty Period to assign tiie benefit of any 
Subcontractor warranty to Owner, an Affiliate of Owner, a Financial Institution, or an operator of the FacilUy, as designated by Owner, gioyided dKa. untess 
otherwise agreed. Contractor shall not be required to assign any rights to daims that Contrador may have against sw^ Subcontractor at tiie lime ofthe 
assignment of such benefit, 

2.5 Interpretation. 

(a) Headings. The titles and headings in tiiis Agreement are inserted for convenience only and shall not be used for the purposes of constraing or 
interpreting Ihis Agreement. 

(b) Plural/Singular, Words Importing ttie singular also include tiie plural and vice versa. 

19 

Source: Duke Energy Holding , 10-Q, May 09,2008 



(c) References. References to natwal persons include Persons. References to "Articles" and "Sections" are references to Artides and Sections ofthis 
Agreement- References to "Exhibits" are references to the Exhibits ̂ tached to this Agreement, including all attachments to and documents and 
information Incorporated therein, and all Exhibits are incorporated into tiiis Agreement by reference. 

(d) Gender Words imparting one gender include the other gender. 

(e) Without Limitation. The words "include" and "induding" are not words of limitation and shall be deemed to be followed by the words 'Svithoirt 
limitation." 

(f) Amendments- All ref«-ences in this Agreement to contracts, agreemenls or other documenls shall be deaned to mean tiiose contracts, agreements 
or documents as the same may be modified, supplemented or amended from time to time; provided, however, that, unless Contractor was a party to such 
modification, supplement or amendment. Contractor shall not be bound by such modification, supplement or amendment in its performance of tiie Services 
or provision ofthe Equipment until Conttactor is notified of and agrees to it. 

(g) Industry Meanings. Words and abbreviations not otherwise defined in this Agreement which have well-known teclmic^ or design, engineering 
or constmction industry meanings In the United States are used in tiiis Agreement in accordance with titose recognized meanings. 

(h) Agreement. Provisions including the word "agree", "agreed" or "agreement" require the agreement to be recorded in writing. 

(i) Written. Provisions including tiie word "written" or "in writing" mean hand-written, type-written, printed or electronically made and resulting in 
a permanent record. 

(j) Drafting. Neither Contractor nor Owner shall assert or claim a presumption disfavoring the other by virtue ofthe fact that this Agreement was 
drafted primarily by legal counsel for the other, and (his Agreement shall be consttued as if drafted jointly by Ovmer and Contractor and no presumption or 
burden of proof will arise favoring or disfavoring any Party by virtueoftheauthorshipofany of the provisions ofthis Agreemrat. 

2.6 Inclusion: Order of Precedence. This A^eemenl (exduding the Exhibits) and tiw Exhibits shall be considered complem^aitary, and what is required by 
one shall be binding as if required by all. The Parties shall atten^'t to give effect to all prDvisioas. The failure to list a requirement specifically in one docnment, 
once that requirement is specifically listed in anotii^, shall not unpty the in^iplicability ofthat requiretneot, and Contractor shall provide as part of its 
obligations hereunder all items required to conform the Work to the Specifications and tiie otiier standards in tiiis Agreement. Intheevenlofaconftidbetiveen 
this Agreement (excluding Uie Exhibits) and the Exhibits, tiiis Agreement (excluding the Exhibits) shall conttol and the conflicting provisions shall be inteipreled 
so as to accord witii the provistons of tills Agreement (excluding the Exhibits). Notwithstanding the foregoing, conilids regarding scope of Work matt»-s shall be 
governed by Exhibit A. Later dated amendments. Exhibits or Change Oitiers shall l^e precedence over earlier dated amemhnents. Exhibits w Change Orders. 
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2.7 Days. If a payment obligation falls due on a t>ay otiier tiian a Business Day, the obiigatton shall be d^med to be due on the next Business Day. 

3. CONTRACTOR RESPONSIBILITIES 

3-1 Performance of the Services: Commencement of Work. 

fa) Performance of tiie Services. 

(i) Scope of Services for Work. With resped to all Worit otiier than Owner Equipment, Contractor shall procure, provide and pay for all items 
and services necessary for the proper execution and completion ofthe Services, whettier temporary or permanent and whether or not incorporated or 
to be incorporated into tbe Work, including all procurement, design and engineering services, all installatioa and construction services, 
administtation, management, training and coordination, all Commissiraing and verification services, and all labor, Equipment, constmction ait^, 
fomishings, equipment, supplies, insurance (oth«- than Owner insurance), perinils (dher than Owner permits), licenses, inspections, storage and 
transportation, Projed Manuals, and all otiier items, facililies and s^^ices. Contractor shall design, construd and instsdl the Equipment on an 
engineering and constmction basis pursuant to this Agreement, including providing all necessary civil, structural, mechanical, and dectric^ 
engineering services, all conttol equipment necessary for ttie design, consttuction £Uid operation ofthe Equipment, all intorconnedions set fortii in 
die Specifications, and all equipment not specifically described in the Specificf^ons w4iich is customary and necessary to meet the requir^nents of 
the Specifications and the Performance Guarantees. Work not specifically delineated in this Section or elsewhere shall be performed and [vovided 
by Contractor to Uie extent customary and necessary lo complete the Project in accordance with Prudent Industry Practices. *** CoottTWlor shall 
execute the entire Services in a manner that will en^le Unit 6 and tiie Unit 5 ScraUia^ to achieve Substantia Comp]di(»i by the Gufvmiteed 
Substantial Completion Dale for Unit 6 or ttie Unit 5 ScmWier and Final Completion of Unit 6 and the Unit 5 Scrabber by the Guaranteed Final 
Completion Date for Unit 6 or ttie Unit 5 ScraWwr, 

(il) Scope of Services for OvmCT Equipment Owner shall be respcmsible for procuring, supplymg and providing the Owner Eqni|Niient by the 
dates set forth in tiie Schedule The Owner Equipment shall be provided pursuant to the Owner Equi{Hnent Coirirads. Witii respect to sudi Owner 
Equipment, the Parties hereby agree as follows: 

(A) Owner hereby authorizes Contractor to, and Contractor hereby agrees to, act as Owner's agent for the purpose of generaUy administering 
the Owner Equipment Contrads on behalf of Owner and assuring compliance by Owner and suppliers witii the terms thereof Conttactor shall 
perform such services in the manner that a reasonably pmdent conttactor in the pulverized-coid 
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consttudion industry would perform if such contrador, instead of Owner, were a party to such Owner Equipment Contracts. Such agency savices 
shall include but shall nol be limited to reviewing design documents, obtaining d^ign interftice and delivery schedule information, coordinatuig and 
expediting delivery ofsuch Owner Equipment, diligently asserting Ownw's rights, maintaining impropriate records, providaig to Owner any notices 
delivered to Contractor by the supplier ofthe Owns- Equipment, regulariy updating Owner with resped to the status ofthe performance ofthe 
suppliers ofthe Ovmer Equipm^t, assisting Owner in pursuing available remedies against tiie suppliers of tiie Owner Equipment, including 
assistance to Owner in tiie administration and coordination of warranty claims for such Ovmer Equipment and enforcing the repair, r^lacement or 
refurbishment ofsuch Owner Equipment as necessary, consulting vrith Owner with respect to any mat^al issues, and amending meetings and 
otherwise interfacing with the su|^liers ofthe Owner Equipment, all as necessary in order to ensure performance by the respective suppliers under 
the Owner Equipment Contrads in accordance with the terms and conditions set fortii in such Owner Equipment Contracts. Notwitiistuiding die 
foregoing. Contractor shall have no authority to, and shall not, take any of tiie followuig actions under or with respect to the Owner Equipment 
Contracts withoul the prior approval of Owner: (1) consent to any change order, (2) agree lo or permit any amendment, modification, or supplement; 
(3) waive any of Owner's rights or the obligattons ofthe suppliers ofthe Onuer Equipment (4) initiate or conduct ^ly litig^ion or other similar 
proceedings; (5) take any adion that would cause a default or breadi Iqf Owner of an Owner Equipment Conhucl; or (6) ^ree to or cwisem to 
tennination or suspension of work or adivities ttio^under. Owner shall provide notice to and consult with Ckintractor on any perfomiance or 
schedule concerns before making payments to tiie suppliers of tiie Owner Equipment after the Effective Date. 

(B) In addition to the agency services sd fortii in Sedion 3. KaUiiUA) above. Contractor shall also provide timdy review and response to all Owner 
Equipment designs, specifications and drawings, provide all on-site storage and transportation, provide on-site administration and coordination, 
provide installation and integration services witii resped to die Owner Equipment in accordance with the Sdiedule, perform inspectitnis ofsuch 
Owner Equipment, perform all installation, commissioning testing and Performance Testing for all such Owner Equipm^t, condud quality 
surveillance and start-up of sudi Owner Equipment to tiie ex^it permitted under tiie Owner Equipment Conttacts, coontinate tt^uniag, incorporate 
Owner Equipment manuals into the Project Manual, and provide otiier servrces reasonably necessary to install and interconned such Owner 
Equipment to the Facility as contemplated by Conttactor's Scope of Work. 

(C) Notwitiistanding anything to the conttary. Contractor ^all have no liability to Owner for payment of any perfomumoe liquidated d a n c e s 
specified within the Owner Equipment C:ontracte for any shortftdl in tiie performance of sudi Owner Equipment (fflduda^ &ilitre to med 
performance guarantees) or for the paymeiU of any delay liquidated damages specified wittin the Owner Equipment Contracts for tiie late ddiveiy 
ofsuch Owner Equipment. Except to 
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Ihe extent that Contractor's failure to perform its obligations in accordance with tiiis Agreement hereof is the cause ofsuch non-p^fbnnance or 
schedule delay, Conttactor shall be entitled to a Change Order granting equitable relief fixim any impact on Contractor's cost or sdiedule of 
perfomiance under tiiis Agreement atttibutable to a breach by the suppliers of tiie Owner Equipment ofthe terms ofthe Owner Equipmait 
Conttacts. 

(b) Work Under Limited Notices to Proceed for Unit 6. 

(i) Until such time that Owner issues a Full Notice to Proceed with respect to Unit 6. Owner shall from time to time issue Limited Notices to 
Proceed for Conttactor to perform certain portions ofthe Work with resped to Unit 6 as sd forth in each such Limited Notice to Proceed. Such 
portions ofthe Work shall be performed for the price and in the manner sd forth in such Limted Notice to Proceed. Each Limited Notice to Proceed 
for Unit 6 shall expire upon the earlier of (A) the date sd fortii in Kich Limited Notice to Proceed, (B) issuance of tiie Full Notice to Proceed for 
Unit Cj or (C) termination ofthis Agreement with resped to Unit 6 in accordance wilh Sedion 23.41'a'). 

(ii) The Parties hereto acknowledge and agree that the Owner has entered into Owner Equi|»n^t Contrads for the Owtaex Equ^iment prior to 
the Amendment Date. In connedion with the execution ofthis Agreement, the Ovraer hereby retains all of Owner's obligations, ri^ts, and remedies 
under each Owner Equipment Contrad and vrith respect to the Owner Equipment obtained pursuant tiiereto. 

(c) Work After Full Notice to Proceed. The Parties hereto acknowledge and agree tiiat Owner issued a Full Notice to Proceed to Contrador wilh 
respect to the Unit 5 Scrubber on ***. Therefore, Contractor has received ^thorization to provide the full scope of Work relating to tiie Unit 5 Scrubber 
until such Work is completed unless tiiis Agreem^l is eariier terminated with respect to ttie Unit 5 Scmbber in accordance witii Section 23.4(a). UpCHi the 
issuance by Owner of the Full Notice to Proceed with resped to Unit 6, such notice shall be deemed to be authorization for Conttactor lo commeiice tiie 
remainder of the Work relating lo Unit 6 on the date sd forth in such Full Notice to Proceed, and tiiereafter, Contrador shall perfonn the frill scope of 
Work relating to Unit 6 until such Work Is completed unless tills Agreement is earlKr termhiated with resped to Unit 6 in accordance with Sedion 23.4i'aV 
Owner shall issue the Full Notice to Proceed with respect to Unit 6 no later tiian ***. If Owner fails to issue such Full Notice to Proceed by such time, 
such failure shall constitute, as Conttactor's sole and exdusive remedy, a Change, with resped to which Articles shall apply. Contractor ^al l p^orm its 
obligations under this Agreement in accordance with the agreed u ^ n Schedule, as such Schedule may be modified at i ^ i ^ from time to time in 
accordance with tiie terms of this Agreement 

3-2 Professional Standards. Conttactor shall perform and complete the Services and its ottier obligations under this A^eement, and all Equipment shall be, 
in accordance witî  all applicable Laws, this Agreement and Prudent Industry Practices. In the event of any conflict between any ofthe authorities in the 
foregoing sentence, ail applicable Laws shall conttol over the terms of tills Agreement and Prodwit Industiy Practices, and the terms ofthis Agreement ^ 1 ! 
conttol over Pmdent Industry Practices. 
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3.3 Sufficient Personnel. At all times during the term of tiiis Agreement, Contractor shall employ a sufficient number of qualified Persons, vrfio shall be 
licensed if required by applicable Laws, so that Contractor may complete tiie Services md Conttactor's otiier obligation under this Agreenunt in an effici^t, 
prompt, economical and professional manner and in accorduice with the Schedule. Without in any way limiting the foregoii^, Conttactor shall, for example, 
employ a sufficient number of qualified buyers, inspectors, and expediters necessary to provide all equipment, materials and supplies lo be provided by 
Contractor hereunder in a timely manner consislent with the Schedule. Conttactor shall provide all technical services and supervision forCommissii»iing and 
verification. Conttactor shall dso provide al! construction services and craft personnel as required for system adjusttnents during Commissioning and 
verification. Owner shall provide and pay for operations and maintenance staff during Commissioning and verification. 

3.4 Supervision and Discipline. Contractor shall supervise, coordinate and dired tiie Services using Contractor's best skill, judgm^t and attention. 
Conttactor shall enforce sttict discipline and good order unoi^ Conttactor's employees, Subcontt^tors' emptoyees and all other Persons carrying out the 
Services. Contractor shall al all times take all necessary precautions to prevent any unlawful or disorderly condud by or among its oi^loyees, ai^loyccs of 
Subcontractors and other Persons performing the Services and for the preservation ofthe peace and tiie prdedion of Persons and property at, or in the immediate 
vicinity of, the Site, Contractor shall only permit tiie employment of Persons who are fit al the time they are employed and on each Day tiiey perfonn the 
Services, who are skilled in tiie tasks assigned lo them, and v^o are qualified to perfomi the tasks assigned to them. Conttactor shall be responsible for labor 
peace on the Site and Contractor shall at all times implement policies and practices designed to avoid work stoppages, slowdowns, disputes and strikes where 
reasonably possible and practical under the circumstances. 

3.5 Conttactor's Key Personnel. Exhitiit (j contains a list of Contractor's key perscmnel who shall be responsible for supervising tiie paformance of 
Contractor's obligations under this Agreement. That list includes ttie designation of Contractor's ftojecl Manner and Conttactor's Site Representative. Any 
replacemenl ofthe key personnel listed in Exjij^it G shall be subjed to the prior written approval of Owner, which consent Owner shall not unreasonably 
witiihold or delay. Contractor's Project Manager shall ad as Contractor's liaison with Owner and sĥ dl have the authority (a) to adnunist^ this Agreement on 
behalf of Conttactor, (b) to perform the responsibilities of Contractor under Ihis Agreement, and (c) to bind Contrador as to the day-to-day project manag^nent 
operations under the Agreement Conttactor's Site Representative or otiier Contractor supervisory personnel shall be iH^s^it at the Site at all times v\4i^ tiie 
Services are being performed at the Site. 

3.6 Design and Engineering. Prior to the Effedive Date, Contractor shall have scmtinized, and satisfied itself as to the adequacy of, the Specifications 
(including design criteria and c^culations, ifany) for con^iletion ofthe Projed. Contractor shall be responsible for ttie design ofthe Project and for ttie accuracy 
ofthe Specifications. Any data or infonnation received by Contrador, from Owner or otherwise, shall not relieve Contractor from its responsibility for the design 
of the Project and execution of the Services. Contrador shall 
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engage all supervisors, engineers, designers, draftsmen and other Persons necess^ for the preparation of all Documentation required for tiie Work. In 
connection with the Documentation, Contractor shall prepare working drawii^s and specifications setting forth in detail tiie requirements for the constiiidiiHi of 
the Project in accordance with this Agreement (tiie "Design Documents"). Contrador shall submil those Design Documents identified to E?diibitA for Owner*s 
review, and Owner shall complete its review of, and provide any comments to Contractor with respecl to, the D e s ^ Documents within ten (10) Days of 
receiving such Design Documents from Conttactor (and such Ensign Documents shall be deemed reviewed without comment if Continctor does not receive any 
comments from Owner within such time period). If Owner notifies Contr^tor tiiat the Design Documents fafl to comply with this i'^reement, Contractor shall 
conect such Design Documents and shall resubmit them for Owner's prompt review within five (5) Business Days in accordance herevvith. Owner shall be 
enlitied. bul noi obligated, to review and comment on all otiier Design Documents not identified in E^ibit A. Any review by Owner of any £)esi^ Documents 
pursuant fo this Section shall not relieve Conttactor from any obligation or responsibility under this Agreem^t If ^rors, omissions, ambigmties, uiccHisi^ncies, 
inadequacies or other defects are found In tiie Designs Documents, tiiey shall be corrected, notwitiistanding any prkir consent or approval of Owner of any such 
Design Documents. 

3.7 Oualitv Assurance Plan. Contrador shall develop, imi^ement and maintain a written plan Gx quality assurance ofthe Services (the "QuaKty 
Assurance PUn"). Such plan shall med the Owner's corporate and Site-specific policies and requirements and the requirements of all applic^e Lau^. 
Conttactor delivered the pian to Owner on Odober 9,2007 for Owner's review a ^ comment, and Contrador has incorporated OWPCT'S reasonable comments 
therein. Contractor has the right to rely on such approved October 9,2007 plan in performing the Services. O)ntrador shall also require all Subcontractors to 
establish, implement and maintain appropriate quahty control and safety programs witii respect to tiieir respective porttons of Ae Services. Contractor shall 
provide Owner and its employees, agents, representatives and invitees with reasonable access to the Work vi4ierever located for observation and inspection, 
induding but not limited to audhing of all adivities for conformance witti ttie requir^nents ofthe plan and all requirements of tiie Agreement. Inspedtons and 
audits of Contractor's Subcontractors will be coordinated with Contractor. 

3.8 l im^ ig Contrador shall develop and implement a program to instrad and train Owner's personnel adequately in accordance witti the provisions of 
Exliifait A. Contractor shall deliver to Owner no less than six (6) monttis prtor to Substantial Conqildkin ofeach of Unit 6 and tiie Unit 5 Scr^ber, substantially 
complete versions ofthe Project Manuals for Unit 6 or the Unit 5 Scnriil^r (as iqiplicable) tiiat are sufficioit for Coattactor's use in tt^ining Owner's 
maintenance and operating personnel in respect th^eof^ and Contrador shall tiiereafter use sudi Projed Manu^s to t ^ a sudi Owner persc»uiel. 

3.9 Utilitv Use Subjed to Section 4.5. from the Effedive Dale until die latest of Final Con^ldion of either Unit 5 Scrabba: and Unit 6, Contrador shall 
be responsible in connection with Contractor's scope af Work for Ihe temporary power distribution grid within the Site (kom the Owner designated tie-in points), 
fuel (other than coal and foel oil used for Commissioning, Performance Testing and operation), communication systems for Conttactor's lempor^y office 
facilities (including telephones for Owner's staff), consttudion waste disposal, and wastew^er disposal. 
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3.10 spare Parts. 

(a) Conttactor shall provide the spare parts required for Commissioning and start-up ofthe Equipment and ttie cost ofsuch spare parts shall be 
contained within the Contract Price, Acting as Owner's agent pursuant to Sedion 3 ira)l'ii)fA). Contractor shall obtain Srom each supplier of Owner 
Equipment a reconmiended list of spare parts required for Commissioning and start-up of such Owner Equipment, and Owner shall procure and provide 
such spar^ parts to Conttactor apjxoximately sixty (60) Days prior to st^-up of any such Owner Equipment. Upon Owner's request and acting as Owner's 
agent pursuant to Sedion 3. lfaVii)(A). Contractor shall use its commercially reasonable efforts to obtain from each supplier of Erpiipmeni md Owner 
Equipment at least two hundred and seventy (270) Days prior lo Substantia Completion a list of recommended spare parts for such Equiirnient and Ownw 
Equipment for the ongoing operation and maintenance of tiie Projed. Conttactor shall request sudi spare parts list to include: (1) name of manufacturer, 
(2) manufactorer's description of spare part, (3) The manufedurer's part number, (4) required quantities, (5) lead time, and (6) price. *** cost for 
procurement ofsuch recommended *** spare parts ••* not included in the Contrad Price. The parties shall mutualty determine the process for procuring 
and providing siich additional spare parts. Owner shall make available for Contrador at no cost to utilize (hiring start-up and testing, all spare parts 
acquired by Owner for the Equipment and Ovmer Equipment **•. 

(b) As of the Amendment Date and as psut of tiie *** witiiin the Contract Price, Conttactor has a ^ e d to procure two recmnmended operations and 
maintenance spare parts, which spare parts *** and the ***, as noted in more detail m Table I-4a of Exhibit 1. 

3-11 Subconttactor Presence. Within tiie Conttad Price component for which tiie technical assistance is provided as set forth in more detail in Exhibit L 
Contractor shall be responsible for notifyii^ and paying any SuExxintractor representative tiiat it deems necessary to be present for tedmical assismnce at (a) any 
training session, (b) erection supervision, (c) Commissioning, or (d) tiie P^fonnance Testing. Similariy, Owner, al its cost, shall ensure that an adequate number 
of qualified representatives from those su^liers supplying Owner Equipment are present for technical assistance al tiie siune events. 

3 12 Current Records: Record Drawings. Contrador shall maintain in good order and make available lo OMmer, for inspection at the Site at £til times, at 
least one record copy ofthe Documentation marited currently lo record material changes made ditfing ccttisttruction. Before, and as a coiulilkia to. Final 
Completloa of Unit 6 and the Unit 5 Scrabber, Contractor shall deliver to Owner all of the preceding items and a sd of rq:ffoducible of those as-4»ih drawings 
listed in Exhibit A (in hard copy and electronic formats (non-native files) reasonably requested by Owner), showing all Changes nuide during constaK;tion witii 
respect to Unit 6 and the Unit 5 Scmbber. 

3.13 Transportation Posts. Contractor shall arrange and pay for all tt'ansportation, storage and transfer costs Incurred m connection with the Woilc, except 
for the transportation and storage costs atttibutable lo Owner Equipment, v^ich transportation and storage cosls shall be paid by Owner 
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3.14 Proied Manuals. Conttactor shall deliver to Owner tiie first draft of tiie Project Manuals for each of Unit 6 and the Unit 5 Sc^iAber no less tiian one 
hundred and eighty (180) Days prior lo Substantial Completion of Unit 6 or tiie Unit 5 ScroMier (as applicable) in accord^ice witfi tiie requirements ofthis 
Agreement, with such first draft containing sufficient operational and technics toformation to allow Owner lo develop related Facility operating and maintenance 
procedures in order for Conttactor to provide operator training. Contractor shall deliver to Owner the final draft ofsuch FVoject Manuals, in botii hard copy and 
electtonic fomial, prior to Final Completion of Unit 6 or the Unit 5 Scrabber (as applkable). 

3.15 Confrol of Work. Contractor shall conttol and be solely responsible for all construction means, mettiods, techniques, sequences, procedures, safety 
and quality assurance, and quality conttol programs in connection with the performance ofthe Services. Contractor, as part ofthe *** construction Indirects ui 
Exhibit I shall provide all necessary security at that porticHi ofthe Site und^ Contractor's care, custody and control for the constructton Work, includhig, wittiout 
limitation, a suitable fence around such portion ofthe Site, and the prohibition and prev^tiwi of access and entrance to such portion ofthe Site by fdl 
unnecessary and unauthorized Persons. Conttactor shall sttictiy control the admission of Persons to such portion ofthe Site and no such Person (other tiian tiie 
employees, officers or diredors ofthe Parties or tiieir Affiliates) who is not required for the perfomiance or supervision ofthe Savices shall be admitted without 
the prior approval of Owner (such approval not to be unreasonably witiiheld or delayed). From Substantial Cmnpletion Ihrough Final Cwi^etion of Unit 6 and 
the Unit 5 Scmbber, ***. 

3-16 Emergencies. In the event of any emergency endangering life or propeity, Cimtractor shall take all actions as may be reasonaWe and necessary to 
prevent, avoid or mitigate injury, damage or loss and shall promptiy repeat e ^ such emergency, and Contractor's responses thereto, to Owner. Such steps shall 
include the incident reporting fo Owner station management as requir^ by Article 24 herein. 

3.17 Local Conditions: Inspection of Interface Points. 

(a) Confraclor has reviewed tiie Site iuid the access to the Site, all as described in Exhibit B. and acknowledges tiiat tiiey are sufficioit fiw the 
performance ofthe Services. Coniiactar represents and wanaats that it has token all steps necessary to ascertain the nature aiKl location of^e Services and 
that it has investigated and satisfied itself as to the general and local conditions that can affect the Project, the Site or the p&tatmxatce (^ die Services, 
including: (i) conditions bearing on access, egress, trwsportation, waste disposal, handling, lay down, paricing and storage of mi^^als; (ii) tiie avulability 
of labor, water, electric power, other utilities and roads needed for construction; (iii) uncertainties of normal weatiier or other observable i^sical 
conditions at the Site; and (iv) the character of equipment and Vilifies needed before and durii^ the performance ofthe Services. If Contractor has taken 
all reasonable steps as described in this Sedion, then, notwitiistanding Article 9. Conttactor shall be entitied to an adjusfrnent in tfie Contr^^ Price or 
Schedule for any differing Site conditions. 

(b) Contrador has inspected tiie various interface points on the Owner's existing systems, each of which is identified on gĵ l̂ 'bil A. and has satisfied 
itself that such interface points are sufficient and adequate for the performance and compldion of 
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the Services. Contrador represents thai il has t^en all pfxident and commercially reasonable steps necessary lo ascertain tiie nature and location ofthe 
interface points and has satisfied itself as to their sufticiency ^id adequacy, except for the tie-in duds \^ich are scheduled for inspectton during tiie outage 
for Unit 5 Scmbber Tie-In. In the event that Contractor discovers a differing into-foce point condition that affects the Services during the perfbmiance of 
the Services, Contractor shall not be entitled to a Change in accordance with Article 8 to tiie extent such differing conditiwi could have been observed or 
discovered in a visual inspection of tiie applicable interface points; otiierwise Contrador shall be entitied to a Chimge Order 

3.18 Use of Site: Owner Access. Contrador shall confine its oi^rations at tiie Site to areas permitted by applicable Laws, this Agreement and the Exhibits 
hereto. Contractor shall prepare, implement and enforce written Site mles necessary for the safe, efficient and proper in-osecution ofthe Work. Those rules shall, 
al a minimum, comply with tiie Owner Environmental Healtii and Safety miuiual and all applicable Laws. Contractor shall provide Owner, tiie Financial 
Inslitotions and their respective employees, agents, representatives and invitees witfi reasonable access to the Work whwever located for observation and 
inspection; provided, thai Contractor may provide, and Owner and the Financial In^itotioas shall accept, an escort or otiier safety tneasmes that Coitiractor, in ks 
sole discretion acting reasonably, deems necessary or advisable. Contractor shjUl provide Owner with office fiicililies on the Site which shall be outfitted in a 
customary manner (including a conference room) as more folly described in Exhibit A. Those office &cilities ^all be connected to ajHl serviced by the usual 
utilities, subject to Sections 3.9 and £5 . Owner shall have the right to assign a maxunum of five dedicated representatives to ContnKtor's fecility on a full time 
basis. 

3.19 Compliance With Laws. Conttactor shall comply, and shall cause all Subcontractors to comply, witii all ^plicable Laws aiid Change Orders that 
relate to Changes in Law relating to the Work or the Project, and Contrador shall give all applicable notices wilh resped to, and in acconJance with, any 
applicable Laws. Contractor shall ensure that the Project, as designed and constmcted, complies, and, when operated in accordance with Prudent Industiy 
Practices, shall comply with all applicable Laws. Notwithstanding the foregoing, or anything else itt this Agreement to tiie contrary. Contractor's obligation with 
respectto water, air and other emissions ofthe Projed shall be limited to the requh^ments set forth in the Specifications. Ifnotolherwise exempted by Titie 48 
and to the extent applicable. Conttactor will make a good faitii efibrt to comply witii 4S C.F.R. § 52.2i9-g, Utilization of Small, Small Disadvantaged, and 
Women-Owned Small Business Concerns, and 48 C.F.R. § 52^19-9, Small, Small Disadvantaged, and Women-Owned Small Business Subconttacting piMi. 

3.20 Permits Mid Approvals. Contractor shall be responsible for obtaining, reiKwing and mainttiining all permits, lic^ises, î >i»ovals and certifications 
customary and necessary for Contrador to demolish. Site prepare, enginew, detail, fabricate, fumish, deliver, unload, store, erect, uislall, commissiMl (bul onty 
tiiose permits exclusively used for commissioning) and inspect tiie Work, all as described in Exhibit D (collectively, tiie "Contractor Perroits"). At least three 
(3) Days prior to application for any of ttiose items that are Site-specific and relate to Site adivities, Conttactor shall give lo Owner a copy ofsuch application. If 
Owner objects to such application, Conttactor shall not proceed with such application and the Parties shall discuss and agree upon a mutoally acceptable method 
to achieve compliance with such requirements, provided. thiU Contractor shall be entitied to a Change to the extent such delay in submitting tiie 
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application impacts the Conttact Price or the Schedule. ConUudor shall fffovide reasonable assistance and documents to Owner in connection vrith Owner's 
efforts to obtain the Owner Permits. Contractor represents ttu^ to the best of its knowledge, the Contractor Permits listed in Exhibit D are the customary permits, 
approvals and certifications required to be obtained by Contrador for ils perfonnance of tiie Services, l/pon Contractor's request, Owner shall provide Contractor 
reasonable cooperation and assistance in obtaining and maintaining Contractor Permits. 

3.21 Periodic Reports and Meetings. 

(a) Status Report. WiUiin ten (10) Business Days after the end ofeach calendar month, Conbador shall prepare and stdsm^ to Owner a written status 
report covering the previous calendar month, which report shall be prepared in a numner and fonnat (hard copy and electronic) reasonably acceptable to 
Oi^er and shall include (i) a detailed description ofthe progress ofthe Work, including an up'to-date Woric Sdiedule depictii^ all critical path activities 
and Key Schedule Milestones and illustrating the progress whk̂ h has been made agatost such activities and Key Schedule Milesbmes, (ii) if the descry}ti<Hi 
ofthe progress ofthe Work indicates that the Work does not comply with the Schedule, a brief description ofthe steps and adions that Coatractor 
proposes to take in order to comply witii the Schedule, (iii) a con^iarison ofthe adual amounts paid or payable by Owner th ro i^ the previrms caloidar 
month for the Work completed by Conttactor compared lo the forecasted amounts payable for such Work as sd fortii in the Ĉ ash Flow Plan (including in 
each ofthe ***), (iv) ***, (v) ***, (vi) ***, (vii) a statement of any significant issues whidi remain unresolved and Conttactor's recommenditiions for 
resolving the same, (viii) a summary of any significant Project events which are scheduled or expected to occur during the fallowing diirty (30) Days, and 
(ix) all additional information reasonably requested by Ovmer (tiie "Monthly Progress Report"). 

(b) Attendance and Participation- From the Effective Date until Ihe latest ofthe Final Completion Dates of Unit 6 and tiie Unit 5 Saxibber, 
Contractor shall attend and participate in regular meetings witfi Owner which shall occur montiily (or upon such other interval as the Parties agree in 
writtng) for the purpose of discussing tfie status ofthe Work and anticipating and resolving imy problems ("Progress Meetings"). The Progress Meetings 
may also include, at the request of Ovmer, the Fimuicial Institutions, consultants and other Persons. Contrador shall |»^^iare and promptiy deliver to 
Owner written minutes ofeach meding; provided, tiiat tiie publication or disttibution ofsuch minutes simll not constitote a permitted basis for providkig 
notice, or otherwise asserting claims, under this Agreement by any Party. No implication vrfiatsoever shall be drawn as consequence ofa ^ilure by any 
Party to comment on or object to any minuies prepared or disttibuted by Cmittactor. Unless otiierwise mutually aĝ &ed, ContTactt>r's Site Rqiresentative 
shall attend all Progress Medings after Contractor mobilizes to the Site. In a<klitian to the above nwnthly ftogress Meetii^, Conttactor ^ 1 1 hold 
regularly scheduled (but not l^s frequently ttian weekly during constmction) status or scheduling meetings witii its Subcontradors as appro|Hiate, and 
Ovmer shall have the right but nol the obligation to attend and participate in such weekly status meetings; provided, that, if Conttactor ddemtines in its 
reasonable discretion that Owner's attendance at the meeting would prohibit Conttador ^om effectively addressing confidentiii or sensifive issues, 
Conttactor shall have the right to bar Owner from all (w a portion ofsuch medings. 
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3.22 Signage. Neither Contrador nor its Subcontractors shall display, install, ered or mamtain any advertising or otiier signage at Ihe Site without Owner's 
prior written approval, other ttian signs and notices required by applicable Laws, related safety or work rales, site identification, or used to solicit enqiloyees for 
the performance ofthe Services. 

3.23 Interference with Traffic. Contractor shall carry out the Services so as not lo interfere unnecessarily or improperly with (a) Ownw's operalions on the 
Site (after Owner has assumed custody and conttol ofthe Project) or (b) access to, use of or occupation of public or private roads, footpatiis or fwoperties in the 
possession of Owner or any olher Person. Conttactor shall communicate with, and ascertain the requirements of, all Govemment AiUhorities in relation to 
vehicular access lo and egress from the Site and shall comply witi) any such requirements. Contractor shall be deemed to have satisfrediisdfas to, and shall be 
fully responsible for, Ihe routing forddivery of heavy or large loads lo the Site so as to satisfy any requirements of Govemment Authorities with r^pect tiiereto. 

3.24 Supply of Water and Disposal of Sewage. Conttactor shall provide, wittiin the Site, an adequate simply of drinkii^ and ottiw water for tiie use of 
those Persons working on the Site. Contractor shall dispose of. eittier off-Site or ttirough tiie Facility's sepAic syston or otiier approved metiiod, all on-Site 
sewage effluenl during performance ofthe Services. 

3.25 Housekeeping. At all times during the term ofthis Agreement, Conttactor shall keep the Site and surrounding area adjacent to where tiie Services are 
actually being performed, free from wasle materials, equipment, rabbish, debris and other garbage, and liquid and non-liquid materials whether filled, dropped, 
discharged, blown out or leaked. Contrador shall employ adequate dust conttol measures. To the extent inacticable, Ccmtrador and all Subconttactors shall 
utilize reasonable waste redudion and recycling techniques al the Site. Before ttie latest of tiie Final Completkin Dates of Unit 6 and tiie Unit 5 Scrabbei; 
Contractor shall remove from the Site all tools, trailers, surplus and wasle materials, and mbbish, and shall otiierwise leave the Project and the Site in a neat and 
clean condition. With resped lo all buildings on fhe Site. Conttactor shall clean all ^ass (inside aod out), remove all paint spots and ottier sme^u ,̂ stains or scuff 
marks, clean all plumbing and lighting fixtures, and clean all concrde, tile and finidied floors. If Contt^tor fails to perform such housekeeping services. Owner, 
fallowing notice and a reasonable opportonity for Contractor to cure, may perform such ^rvices, and the cost ofsuch services shall be allocated to the Contrad 
Price in accordance with the pricing component for which the Services are being performed. For example, if tiie housekeeping services are performed to remedy 
aproblem with a***, the Owner shall be entrtled to ***. IfthehousekeepingservicesareperfOTmed to remedy a problem that would have been a***, tiie costs 
for Ovmer to perform such services shall be counted towards the*** solely for the purpose of calculating •**. 

4. OWNER RESPONSIBILITIES 

Owner shall perform the responsibilities set fortti in this Article at its own expense £uid at those reasonable limes as may be requhed by Contrador for the 
successfiil compfetion ofthe Work ia accordance with the Schedule. 
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4.1 Owner's Representative, Owner shall appoint Owner's Projed Diredor witfi whom Contrador may consult at all reasonable limes, and whose 
lnshaicti<His. requests and decisions shall be binding upon Owner as to all matters pertaining to this Agreement and the perfonnance ofthe P^ies under this 
Agreement; provided, that no amendment or modification of this Agreement shall be effected except by an Amendment, and no Change diall be effected excqit 
as provided in Article 8. 

'I 2 Access. From the Effective Date until tiie latest ofthe SubsUmlid Completion Dates of Unit 6 and the Unit 5 Scmbber, Owner shall provide 
Contractor, at no additional cost to Contrador, unresfrided right of access to such portion ofthe Site as Contractor may reasonably require for ttie consttudton of 
fhe Projed and for Conttactor's office, warehouse, shop buildings, welding facilities, Conttactor's equipment storage, lay down area, and emi^oyee parkii^. 
Owner shall cooperate with Conti^lor so as lo minimize dismption by Owner of Contractor's perf(»tnance ofthe Services. After Substtmtial Completion of Unit 
6 or the Unit 5 Scrabber and Ovmer takes over care, custody and conttol of Unit 6 or tfie Unit 5 Scmbber, Owner shall allow Contractor reasiwiablc access to the 
applicable portion ofthe Site in order to achieve Final Con^lelion of Unit 6 or the Unit 5 Scmbber. 

4.3 Permits. Owner shall be responsible for obtaining, roiewing and maintaining the permits, licenses, approvals imd certifications necessary for the 
operation, maintenance, use and ownership ofthe Facility, including the permits listed in Exhibit E (collectively, the "Owner Pennits"). Cwitrador shall 
provide Owner wilh all reasonably necessary information, documents, data, criteria and performance characteristics ofthe Project requested or required by 
Owner to assist Owner in obtaining Owner Penults. 

4.4 Owner Equipment. Owner shall procure and provide Owner Equipment by the dates sd forth in the Schedule in order to prevent delay. Except to the 
extent that Conttactor's failure to perform ils obligations in accordance with this Agreement hereof is the cause ofsuch non-performance or schedule ^lay, any 
impact to Contractor from the delay (or re-sequence) in delivery or performance of Owner Equipment shall give rise to a Change. 

4.5 Fuel and Utilities, Owner shall provide, at no cost to Conttador, the electtical interconned for power export fiwn ttie Facility at the interconnection 
paints identified in Exhibit A. all electtical power necessary for conslruction of tiie Projed (iaclu(hi^ back feed power) and such other fiiel, ***. 

4.6 Operation and Maintenance Staff. At least one year [vior to Subs^ntial Completion of Unit 6 and at least six moitths prior to Substantia Completion of 
the Unit 5 Scmbber, Owner shall provide, under the diredion of Conttactor through Substantial Compldion of Unit 6 or the Unit 5 Scntober but at no cost lo 
Conttactor, the complement of qualified operation and maintenance pei^omiel for Cwnmisstontog, Performance Testu^ and operation of Unit 6 or ttie Unit 5 
Scmbber; provided, that such action by Owner in connection with C înnmissioning, Performance Testing and operation ofthe Project shall not, in any way, 
modify or rel leve Contrador from its obligations or void any warranties under this Agreement. 

4.7 Job Site Rules. From the Effedive Date umil the latest ofthe Substantial Completion Dates of Unit 6 and the Unit 5 Scntiiber, Owner, its 
representatives and agents shall abide by all reasonable Site safety mles promulgated by Conttactor 
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4.8 Payment. Owner shall pay Contractor the Contract Price, as sudi price may be adjusted from lime to time pursuit to the [vovisions of tiiis Agreement. 
Ovmer shall make all payments promptly when due. 

5. EQUIPMENT AND WORKMANSHIP 

5.1 Quality of Equipment and Workmanship. All Equipment and woilunanship shall be ofthe respedive kinds required by ttiis Agreemwit, including tiiose 
required by ttie Specifications and Pmdent Industry Practices and shall be subjected from tune to time to such tests as Owner may reasonably requtte at the place 
of manufacture, febrication or preparation, or at the Site or at such other place or places as may be mutually a^^eed upon by tiie Parties, iodudaig any place af an 
independent third party. Conttador shall provide such assistance, labor, stores, apparatos and instmments as are nomially required f« exammii^, measurii^ and 
testing any Equipment and Owner Equipment (otiier than specialty tools as listed in Owner Equipment Conttacts) and workmanship, before incorpuation into 
the Project, for testing as may be reasonably selected and required by Owner Conttactor shall remove fi^m the Site any Equipment that is not in iux»rdance with 
this Agreement. 

5 2 Cost of Tests. The cost of conducting any test related to the Work shall be allocaled to the Contrad Price in accordance witfi the price componeitt for 
which the Work is perfonned unless such test is clearly intended by or provided for in tiiis Agreement as being tiie responsibility of Owner If the results of any 
such test indicale that the applicable Equipment or workmanship do not conform to the requiremenls ofthis Agreement (including the Specificatiwis) and Ovmer 
has reasonable grounds lo suspect that any other similar Equipment or worlananship may not conform to the requirements ofthis i^reenunt (includmg the 
Specifications), Owner may require Conttador to carry out fiirther tests, whidi in the reasonfd)le opinion of Owner dxe necessary to verify tiiat such other similar 
Equipment or workmanship conforms lo the requirements ofthis Agreement (including the Specifications). The cosls of any such ***. 

5.3 Samples, At the reasonable request of Owner and al Owner's cost, ContrKtor shall supply Owner with sauries of E{^ipment (for which sanqiles can 
reasonably be provided). The manufactorer's standard samples (with relevait infomiation) and any addition^d samples shall be labeled as to origin and intended 
use in the Project. 

5.4 Inspection of Operations. Owner (and its representatives) shall at all reason^le limes have access to the Site and to all workshops and places where 
Equipment or Owner Equipment is being manu&ctored, fabricated or prepared for the I^ojed. Conttactor shall provide Owner a reasoiud>le opportunity to be 
present for any tests of any Equipment or Owner Equipment. 

5.5 Examination of Work before Covering. No part of die Equipment or Owner Equipment as applicable, shall be permanentiy covered up at tiie Site or 
put out of view without affording Owner a reasonable opportunity lo examine and measure any such part of tiie Equipment or Owner Equipment, as apf^icable, 
which is about to be covered up or put out of view, including examining foundations before any part ofthe Equipment or Owner Equipment, as apj^icable, is 
placed thereon. For certain agreed parts of the Work as set forth in Exhibit A. Conttador shall give notice lo Owner whenever any such part ofthe Equipment or 
Owner 
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Equipment, as applicable, or foundations is or are ready or about to be ready for examuiation and Ovmer shall, without unreason^le delay, attend (or Inform 
Contractor tiiat It is unnecessary for il to attend) for tiie puipose of examining and measuring sudi part of tfie Equipment or Owner Equipment, as api^icable, or 
of examining such foundations. 

5.6 (Jncovering and Making Openings. If, following discovery of defedive workmanship or materials in any part ofthe Work, Ownw has reasonable 
grounds lo suspect that further parts ofthe Work may be similarly defective. Contractor shall, upon the reasonable request of Owner, proWde Owner clear 
evidence that such other parts are not defedive lo the reasonable satis&ction of Owner or shall uncover such fiirther parts ofthe Work or make further openings, 
in or through the same, and Conttador shall inspect and repair. If necessary, any such parts. Unless the cause ofsuch defective workmanship is shown to be the 
resull of Gross Negligence or willful miscondud, the costs ofsuch WOIIE carried out by Conttador under this Secticoi shall be added to tiie Craft Labor Costs and 
shall be applied against the existing Cost Target — Craft Labor without a Change. If tiie cause ofsuch defective workmanship is shown to be tiie result of Gross 
Negligence or willful misconduct of Contractor, Contractor shall bear the fiill costs of repair 

6. SCHEDULE & CONTRACT PRICE 

6.1*** 

6.2 Commencement of Work for Unit 6 and tiie Unit 5 Scmbber. Ovmer has issued tiie FiUl Notice to Proceed with respecl to die Unit 5 Soiibber, and 
Conttactor has commenced the performance ofthe S^^ices with resped tiiereto and shall continuously and diligentiy fulfill its obligations und^ this A^eemenl 
with respect to tiie Unit 5 Scmbber through tiie Warranty Period. Owner has issued a Limited Notice to Proceed witii respect to Unit 6, and Contractor has 
commenced tiic performance ofthe Services wilh resped tiiereto in a limited foshkin. Upon i^uance of tiie Full Notice to Proceed witii respect to Unit 6, 
Contrador shall continuously and diligentiy fiilfill its obligations undo- this Agreement through tiie Warranty Period. For Unit 6 and the Unit 5 Scmbb^, 
Conttador shall perform its obligations under this Agreement in accordance with tiie Conttad Price for Unit 6 and tiie Unit 5 Scmbber as set fortti an Exhibit I 
and with ttie Key Schedule Milestones sel forth to Exhibit C. as such may be nto<hfied and up(bted from time to time in accordance with tiie terms ofthis 
Agreement Contractor hereby acknowledges and agrees that a portion ofthe Work for the Unit 5 Scrabber and Unit 6 includes: (a) Work performed under the 
**• and the Original EPC Agreement, which Work has already been paid by Owner under the *** and the Original EPC Agreranent, and (b) Woric performed 
under EHike purchase order FHPOl 564, which Work has already been paid by Owner under such purchase order (but is included as part ofthe Contrad Price). 

6.3 *•*. Each Party shall, in good faith, cooperate with the otiier and use all commercially reasonable efforts to *•*, in each case, in accordance witii *** 
described in Exhibit 1. ***. 

6.4 Schedule Requirements: Updates. *** Conttactor shall prepare and make available to Owner at all times al the Site, or such otiier location mutually 
agreed upon by the Parties, a current, working copy ofthe ddailed Schedule deleting all critical path adivities and illustrating the [HOgress wiiich has been 
made on the Woric against the Schedule (in hard copy and electtonic format^ includmg critical patii adivities interconnected by schedule logics, for 
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Owner's review and comment. On a monthly basis. Conttactor shall provide Owner with any and all updates to the workii^ Schedule, including any forecasted 
changes in the Schedule and ttie resulting effects on achieving tiie Key Schedule Mttestones; provided, however, that no update of or revisions to ttie working 
copy ofthe Schedule shall be deemed lo alter, revise or otherwise change the date for any Owner obligation, any Key Schedule Milestones, the Guaranteed 
Tie-In Date, the Guaranteed Substantia! Completion Date or the Guaranteed Final Completion Date, all of which shall be amended only by a duly executed 
Change Order or amendment hereto. Ovmer shall be entitied to have access to the Schedule in order to input, track and update Owner's and its subcontractors' 
aclivities witiiin the Schedule (including logic ties) and lo review and generate reports related to the Schedule in accordance witti the terms ofthis j^reement 
*** The Key Schedule Milestones shall be provided in the Schedule in such a way as to support the achievement of Substantial Compldton by the •**. 

6.5 Enhan̂ .pH Project ManagemenI ft-Qcess. 

(a)***, 

(b)*** 

6,6 UaiLS Scmbber Tic-In. Contrador shall perform Unit 5 Scrabber Tie-tn in accordance with the Guaranteed Unit 5 Tie-In Commencement Date and 
Guaranteed Unit 5 Tie-In Completion Date, both as may be adjusted pursuant to a Change Order. Owner shall have the righl to make adjustmente to such outage 
schedule, including delaying or accelerating ttie Guaraitfeed Unit 5 Tie-In Commenconent Date or tbe Guaranteed Unit 5 Tie-In Completion Djtte; provided, tiiat 
as a result of any such adjustment, Conttador shall be emitted to an equit^le adjustment in tiie Contract ftice and tiie Scbeduie in accordance witii Article 8. * ** 
to such portion ofthe Site as Conttactor may reasonably require to perform ttie following Woric during tiie outage for the Unit 5 Scrabber Tie-in; (1) removal of 
blanking plates and (2) activation of Ihe previously installed *** quick ading relief dampers, as sd forth in more detail in Exhibit A. 

7. COMPENSATION AND PAYMENT 

7.1 Cash FInw Plan •**: 

(i) ***; 

(ii) ***, 

(iii) ***;and 

(iv) ***. 

(collectively, the ***). 
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(b) Revisions to Cash Flow Plan. Ifany Monthly Progress Report shows tiiat tiie amount adually paid or pays^le by Owner for *** incurred by 
Conttactor in performing the Woric through the *** for which such Monthly Progress Report relates varies or is reasonably forecasted to vary 1^ mote 
than **• In each of *** from the aggregate junounts scheduled lo be paid during such two-month period as reflected in *** or *** actually incwred hy 
Contractor in performing the Work ttirough the end ofthe month for which such Monthly Progress Report relates varies substantially (as detemiined by 
Owner in its reasonable discretion) from the amounts scheduled to be paid as reflected in the ***, prior to the issuance of tiie next Invoice, Contractor ^lall 
create a revised forecast of futore payments to be made by Owner for the *•* to be incuned by Contrador in performing the Work for the Projed (it being 
understood that the intent ofsuch revised forecast shall be to make adjustments necessary to eliminde any such forecasted wiance), which revised 
forecast shall be reasonably acceptable to Owner, and Owner shall issue a Change Order to amend the * * * to reflect such revised forecast; provkied. tiiat 
such revised forecast shall not result in any adjustinent to the Contract Price except by Change Order. *** shall be equittibly a d j u s t as a result of any 
delay In the Work, whether caused by an event of Force Majeure or breach of this Agreement by Contrador 

7.2 Pavment̂ i ofthe Contract Price. In consideration of Contractor's performance and provision ofthe Work and subject to this Article 7. Ovmer sh^l pay 
to Contractor tiie Contrad Price as provided in ***. 

ivoicing. 

(a)***, submitloOwnera***,brokenout by Unit 6 and the Unit 5 Scmbber, Ml accordance witti*** for the a^egate antount that is due for such 
calendar month pursuant to tiie Cash Flow Plan and for which Contractor has not been paid (the "Invoice'*). Each Invoice shall include: 

* * • 

*** Contrador shall make available such documentation and materials as Owner may reasonably requireto substtmtiate Contractor's rtghtto 
payment ofsuch Invoice. 

(b) Ifany Invoice Is deficient m any material re^d. Contractor shall be required to resubmit that Invoice in proper form; provided, howevo ,̂ that 
Owner shall pay any portion of it that is nol deficient or subjed to dispute. Ovmer shall review each Invoice and sbsAl make excepttons, ifany, by 
providing Contrador with written notice within fifteen (IS) Days aft^ Owner receives the Invoice and such substantiating document^im ^id materials as 
Owner may have reasonably required. Notwithstanding anything in this Article to tiie conft-ay, the failure of Ovmer to raise an exception shall nol 
preclude Owner from subsequently seeking, and Contractor from paying, a refond of any amounts to which Contractor was not entitled under tiiis 
Agreement, and Ovmer may, by any payment pursuant to Section 7.3fc> below, make any correction or modification that should properiy be riKute to any 
amount previously considered due. 

(c) If Owner provides no exceptions witiiin such time perkid set forth m Section 7.3rbi. Owner shall pay Contractor, within thirty (3Q) Days of 
receipt ofsuch 
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Invoice and such substantiating documentation and materials as Owner may have reasonably required, ui U.S. dollars the amounts designated in sicfa 
Invoice, plus any additions and less any deductions wliich may have become due under this A^re^nent, as reflected in the Invoice. Any mnount of an 
Invoice ttiat Owner disputes shall be resolved promptiy in accordance with Article 28. Once the dispute is resolved. Owner or Conttactor, as applicable, 
shall pay any amount owing promptiy after tiic date ofthe final resolution. If for any reason Owner fiiils fo pay Contractor for ail sums due and owii^ 
(other than sums that are the subjed ofa good faitii dispute or permitted to be withheld pursuant to tiiis Section 7.3̂ 0̂ 1 witiiin tiiirty (30) Days of receipt of 
a substantiated Invoice which complies with tiie requirements ofthis Article, a late payment diarge shall accrue that is based on an anniud petceatage rate 
(At>R) equal lo the Prime Interest Rde plus one percentage point (1%), payable each month or portion tiiereof that payment is delayed beyond such 30tti 
Day-

(d) Ifany Services performed or Equipment supplied by Conttactor is not in accordance wilh this Agreement, Owner may witiihold from any 
Invoice the cost of rectification or replacement until such rectification or replacement has been completed, and. If Conttador is failing to perform any 
Services or provide any Equipment in accTH d̂ancc witti this Agre^nent and Ovmer has so notified Contrador in writing. Owner may withhold the 
estimated value of such Work until it has been performed or provided in accordance with tills Agreement 

(e) Each monthly Invoice shall include ***. 

7.4 Cash Flow. The Parties acknowledge and agree that, in mans^ing ils cash flow. Owner is relying on all pa^nents to be made •** in accordance with 
the Cash Flow Plan In Exhibit F and that any significant excess aver the amounts set fwtii in the Cash Flow Plan would adversely affoct Owner's ability to 
manage its cash flow. ***, and the Parties shall not consttiie this Sedion as limitii^. Contractor's itiiility to accelerate or substitute *** updated Schedule forecast 
*** revise the Cash Flow Plan lo match as closely as possible the updated *** to tiie extent that doing so vrill not adversely impad the ability of Owier to 
manage its cash fiow as contemplated by Ihis Section. 

7 5 Final Payment Upon achievement of Final Completion of Unit 6 or tiie Unit 5 Scrabber, Contractor shall submit to Owner an Invoice for the ftaai 
Cash Flow payment and other payments due under this Agreement with respect to Unit 6 or the Unit 5 Soubber (flie "Flaat Payment Invoice**) w4iich shall set 
forth all remaining amounts due to it pursuant to this Agreement witii resped to Unit 6 or tiie Unit 5 Scmbb^. When submittmg the ^plicable Final Paymrait 
Invoice. Conttador shall submit a written discharge, in form Mid substtmce reasonably satisfoctory to Owner, confirming that the ttital ofthe a^ltf^Aite Final 
Payment Invoice represents full and final settiement of all mcmies due lo Conttactor und«^ tiiis A^eement witii respecl to Unit 6 or ttie Unit 5 Scrubber. If 
requested by Owner, the applicable Final Payment Invoice shall also include a waiver (or a bond if a Lien exists to Indemnity Owner against such Lien) of any 
Liens; provided- that the waiver or bond shall be conditioned on CJsntt'ador receiving payment pursuant to such Final Payment Invoice. The procedures set forth 
in Sedion 7 3 above (including application of any late payment charge) sh^l be followed for payment ofthe applicable Final Payment Invoice, and Owner shall 
be entifled to offset against any Invoice or Final Payment Invoice My undisputed amounts owing by Conttactor to Owner under this Agreement with respecl to 
Unit 6 or the Unit 5 Scmbber, including any undisputed Liquidated Damages as may be apfrficable. 

36 

Source; Duke Energy Holding . 10-Q. May 09. 2008 



7.6 Certification bv CnnhTictor In each Invoice, Contractor shall certity as follows: 

"There are no knovm Liens (or such Liens are bonded over) outstwding at the date ofthis Invoice, all anuiunts that are due and payable to any thinl 
party (Including Subcondiidors) witii respect to tiie Woric as ofthe date ofthis Invoice have been pmd or are mcluded in the amount requested in this 
Invoice, and, except for those bills not paid but so included and amounts disputed between Ovmer and Conttactor, tii^e is no known basis for the creation 
of any Liens except in respect to payments to Subcontt-adors withheld for jwoper reasons. Contractor hereby waives aid releases, to ttie extent of tiie 
receipt of payment requested in this Invoice, any right to any Lien with resped to payment for such portion of tiie Work included in this Invoice." 

7-7 No Acceptance bv Payment Owner's payment of any Invoice, includmg a Final Payment invoice, does nol constitote af^roval or accepttmce of any 
item orcost in that Invoice nor shall be constmed to relieve Conttador of any of its obligations under tills Agreement 

7.8 Revenue fix)m Use of Unit 6 and Facility. Owner shall be entitied to all revenue derived from or in connection with operation or use of Unit 6 and tiie 
Facility before (as contemplated in SsstiaiLlM) and after tiie StUisttmtial Completion Date for Unit 6. 

8 CHANGE ORDERS &. PROVISIONAL SUMS 

8 1 Change Request^ Without invalidating ttiis Agreement, Owner may order changes in the Specifications or the Work consisting of addition, deletions 
or other revisions (each, a "Change"), Including deletion of Unit 6 or tiie Unit 5 Scmbber (such deletion being only in the event: (x) tiie DENR pennit for Unit 6 
is reversed or stayed on appeal, or (y) Owner has cancelled tiie Work associated with Unit 6 or the Unit 5 Scrabbra^ and does not intend to proceed witii another 
contractor for such Work); provided, that Ovmer may nol delete all Woric tiuou^ tills Articte. Withoul limiting tiie generality ofthe foregoii^, OwiCTniay 
order: 

(a) an Increase or decrease in the quantity of any Work, 

(b) any Work omitted, 

(c) a Change in the character or quality or kind of any such Work, 

(d) a Change in the levels, lines, position and dimensions of any part of tfie Project. 

(e) execution of additional Services of any kind prudent for the compldion of the Work, or 

(f) a Change in any specified sequence or liming ofthe Services. 
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If Owner desires to make a Change, it shall submit a written proposal to Contrador describing tiie Change requested. Contrador shall promptiy review Owner's 
proposal and submit lo Owner an estimate ofthe cost to develop a Change Order for such Change, such development cosls lo be detenntoed on a time and 
materials basis utilizing the rates sd fortii in Exhibit K. If the estimated costs to develop tiie Change Order are reas(»iably accepttible to Owner, Owner shall 
promptiy providenottce thereof to Contiador in writing. Upon receipt of such notrce, Contractor's Projed Manager shall promptly notify Owner In vmling, as 
soon as practicable, either by giving reasons why Conttactor, either direcfly or indiredly through a Subconttador, could not effect such Change (if this is the 
case) or by submitting a proposed Change Order, which shall include in reasonable detail: 

(i) the effect and impact, ifany, that the Change would have, in Contractor's reasonable judgment, on the Work, the Contract Price or the 
Schedule, 

(ii) Contractor's proposal for any necessary modifications to tfie Work, tiie Conttact Price or tiie Schedule, dmd 

(iii) Contractor's proposal for any necessary modificsUions to any otiier provisions ofthis Agreement, incliKlii^ flie Specifications, tiie 
Key Schedule Milestones, the Cash Flow Payments or the Perfonnance Guarantees. 

Conttactor shall provide Owner such supporting documentation for the foregoing as Owner may reasonably request Notwithstanding &ie foregoing, Conb:actor 
shall not be entitled to any increase in the Contrad Price or any exlenston of flie Schedule if such Change was necessary as a result ofa breach by Contnuntor of 
this Agreement Owner shall, as soon as practicable after receipt ofsuch submittal and supporting documentation, respond with any comments or que^ons. 
Conttactor shall not delay any Work while awaiting a response. If Owner responds wilh conunents or questions, Conttactor shall endeavor to address such 
comments or answer such questions as soon as practicable. If Owner deddes not lo proceed witii a Change, it shall reimburse Contractor for its efforts m 
developing flie estimates and other infonnation regarding the potential Diange, on a time and tnaterial basis utilizing the rates sd forth in Exhibit K. (such 
reimbursement to be eiflier outside the Conttact Price or ihrough a separate Change Order); jHTivided that Owner shall only be required to reinabune Contrador 
if Contractor ha.̂  complied with the cost proposal requirements set forth above. If Owner wishes la proceed witii the Change, Owti^ shall issue a matten order to 
Conttador authorizing tiie Change and setting forth any revisions to this Agreem&nt necessary to effect the Change (the ^Change Order"). If Coirirador refrises 
to accept such necessary revisions in the Change Order, Owner shall be entitied to require Contrador to continue to perform hs obligattons hei^mda- as woidd 
be modified by the Change Order; provided, that, if Owner requires C^onttactor lo so perform, (x) the Parties shall resolve tiie Dispute over tiie necessary 
revisions in accordance with the dispute resolution procedures set forth in Article 28 and (y) if the Change requires additional or disputed Work, Own^ shall 
continue lo pay Conttactor pursuant to the payment terms hereof based, subjed to resolution ofthe Dispute pursuant to Article 28. on tiie time aid materials rates 
set forth in Exhibit K. Once the Dispute is resolved, any funount owing will be paid within thirty (30) Days after the date of resolutioa 
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If Conttactor experiences an increase in costs or a delay in Contractor's ability to perform the Work due to a delay in flie delivery of any Owner Equipment ora 
delay resulting from a defect in any Owner Equipment or a breach of tiie Owner Equi|mient Contracts by the supplies of tiie Owier Equ^m^t, and such delay 
or defect is not the result of Conttactor's ^ilure to comply with the requirements ofthis Agreement, Conttactor shall be entitied to a Oiange and an equitable 
adjustment in the Contract Price and/or the Schedule. 

Contractor shall have the right lo request a Change but shall have no ri^t to require a Change which is not contemplated by tiiis Agreement witiiout the prior 
written consent of Owner. If Contrador determines that a Change is necessary or advisable for any reason, including a Change in Law, Contractor shall give 
Owner written notice within twenty-one (21) Days tiiereof 

8.2. Change Order Pricing All Change Orders will be developed on an open book basis, and the Ovmer shall have tiie right to review tiie dettiiled cost 
estimates and assumptions for the Work to be uicluded in the Change Order For each Change Order, tiie Parties nay agree to have Contractor perfonn the Work 
under such Change Order in accordance with aoy ofthe pricing categories set fortii in this Agreement, or a combination thereof, and, if tte Parties are tu^^e to 
agree on a pricing category under which such Work shall be performed, such Work shall be perfonned ***. All Contit^ency vriil be negotiated on a case by case 
basis, depending upon the risks associated with tiie Change Order Work. 

8.3 Change Order Biliing. All Change Orders shall be Invoiced and paid in accordance witti the payment terms set fortii in the Change Order. 

9, FORCE MAJEURE 

9. i Event of Force Majeure. The performance by Owner or Conti^ctor under this Agreement shall be excused to the extent tiiat such I^uty's performance 
is delayed or prevented by reason of an event of Force Majeure. If a Party is or will be reasonably prevented from perfomung its obligations under this 
Agreement by an event of Force Majeure, such Party shall use all coniraerclally reasonable efft»ts to remove &e cause affecti^ such rmn-perfrmnance uul to 
minimize any delay in or impad upon the perfonnance ofthis Agreem^it or any damage to OT otiier imparl upon the Equipment or the Owner Equqsnent If an 
event of Force Majeure occurs, the Parties shall negotiate an cquitidjle adjustment lo: ***, and (b) ttie Conttad Price; provided, that Conttador rfiall *** on 
Change Orders which result from an event of Force Majeure. 

9.2 Notice. If a Party is or will be reasonably prevented from performing its obligations under tills Agreement by an event of Force Majeure, tiien it shall 
notify the otiier Party ofthe obligations, the performance of which is or will be [wevented, and the nature and cause of tfie event in writing 'mthin tiiirty (30) Days 
after tiie notifying Party or its Projed Manager becomes aware, through the exercise of reasonable diligence, ofthe event of Force Majeure. T^e Party affeded 
by an event of Force Majeure shall provide the other Party wilh weekly updates (a) estimating ils expeded duration, the cost of any remedial action, and the 
probable impact on the performance of ils obligations h^eunder, (b) ofthe actions taken to remove or overcome tiie event of Force Majeure and (c) ofthe effort 
taken to mitigate or limit damages to the other Party. The Party affiled by an event of Force Majeure shall also provide written notice to tiie otiiw Party when it 
ceases to be so affected. 
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9.3 Suspension: Termination Due to Force Majeure. Ifany event of Force Majeure by Conttador delays Contractor's performance for an aggregate time 
period greater tiian ** * consecutive Days, then Owner, in its sole and absolute discretion, shall have Uie righl to terminate ttiis Agreement witiiout penalty upon 
payment of all due and owing payments in accordance with Section 23.5. If anv evait of Foree Majeure by Owner delays Contractor's perforniance for an 
aggregate time period greater than *** consecutive Days, then CMitrador, in its sole and absolute discretion, shall have the right lo suspend perfonnance and 
demobilize under this Agreement without penalty in accordance witii Section 23.7. Ifany event of Force Majeure delays Contt-adOT's perfomiance in aiy three 
year time period for an aggregate time period greater tiian *** Days, tiien Contractor, in its sole and absolute discretion, shall have the right lo temiinato 
perfonnance and demobilize under this Agreement without penalty, and such termination shall be deemed and treated as a tennination under Section 23.4. 

10 INSPECTION: PERFORMANCE TESTftslG: PERFORMANCE GUARANTEES 

10,1 Mechanical Completion Inspection. At least thuly (30) Days prior to tiie date upon which Conttador expects tfiat Unit 6 or tiie Unit 5 Scrubber vrill 
satisfy the conditions for Mechanical Completion sd forth in Sectton 11.1. ConttTictor shall notify Owner in writing thereof and shall take necessaiy measures to 
allow a preliminary Mechanical Completion inspedion ofthe relevant Unit 6 or the Unit 5 Scrabher to be conducted by Owner and its representtttives. CwUrador 
shall include witii such notice documents and information pmdent or convenient for Owner to ddermine whetii« Unit 6 or the Unit 5 Scrubber will satisfy tiie 
conditions for Mechanical Completion sd forth in Section 111. If Owner notifies Conttactor of any deficiencies in the Work, Conttactor shall immediately 
remedy such deficiencies as part ofthe Contrad Price and provide Owner vritii tiie relevant documentary evidence ofthe corredion. 

102 Performance Testing. As soon as reasonably practicable followii^ Mechanical Completion of Unit 6 or tiie Unit 5 Scrubber as sd fortii ui Article l i 
below, and after providing Owner at least five (5) Days prior written notice (unless Ovmer agrees to a shorter notice period or regulattiiy requirements necesatate 
a longer notice period), Conttactor shall commence Performance Testing of Unit 6 or ttie Unit 5 Scrabber. All Performance Testing shall be conducted in 
accordance with the Testing Procedures developed In accordance witii the reqairements of Exhibit L-1 or Exhibit L-2. as af^licable, and approved by Owner 
(such approval not to be unreasonably witiiheld or delayed). Owner and ils agents, representatives and Invitees, including any independent third party inspector, 
shall have the right lo attend and wimess the Perfomiance Testing. After the com[^dion of eadi successfol Performance Test. Conttactor shall detemaiiie and 
submit to Owner, in writing and electixinically, the raw date and completed results ofsuch Performance Test, togdher with a conqiarison of sudi resitite to tiie 
applicable Performance Guarantees and a statement whether such results satisfy tiie applicable Perfonnance Guarantees. By submitting such raw data and 
completed results, Conttactor represents tiiat such raw data, and the conversion ofsuch raw data into the test results, is accurate. All Performance Testing shall be 
conducted in conformance with the applicable requirements of tiiis Agreement and the Testing Procedures and witii the required prtor notification ta Owner. 

10 3 Satisfaction of Performance Testing. Witiiin ten (10) Days after it receives the results for alt of ttie Performance Testing, ttie underlying raw data and 
oUier information required by Sedion 10.2. Ovmer shall respond in writing to Conttactor slatuig wdietfier (a) such 
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Perfonnance Testing was performed according to the Testing Procedures, and (b) the resutts ofsuch Performance Testing satisfied the applicable Performance 
Guarantees, or, if Owner does nol believe that is tiie case. Owner shall provide its reasons therefore. Upon its receipt of any such response from Ownw that is nol 
in the affirmallve. Contractor shall promptly take whatever adion shall be necessary to cure the defect in the Performance Testing, adjust or modify Miy ofthe 
Equipment, or request adjustment or modification of Ovmer Equipment in accordance with Sedion 3.1faVii). or otherwise in order to satisfy the applicable 
Performance Guarantees so noted by Owner and shall p ron^y repeat the Perfonnance Testtog in accordance wilh Sedion 10.2 and this Sedion. If, following 
the Performance Testing, either: (a) Owner agrees tiiat the Performance Gu^uantees have been satisfied and that ttie Performance Testing was performed 
according to the Testing Procedures, (b) the failure to meet any Performance Guarantees is atttibutable to the performance of Ovmer Equipment (other than due 
lo Conttactor's obligations set forth in Sectton 3. lfaViitf"B)| or (c) Owner feils to respond within the time period set forth above, then ttie applicable 
Performance Guarantees shall be deemed lo have been satisfied on tiic date of completion ofsuch Performance Testing for the purposes of calcnlating Delay 
Liquidated Damages or Early Compldion Bonus. Notwitiistanding anything in this Article to tfie contrary, no agreement confinnation, staterraai or othenvise of 
Owner relating to whether the Perforniance Testtog was performed according to the Testing Procedures or whether flie results ofsuch Performance Testily 
satisfied tiie applicable Performance Guarantees shall relieve Contrador of any of its oMigations und^ this Agreem»il. All costs that Confxac^ incurs in 
satisfying its obligations under this Article are tiie sole responsibility of Contractor and included in the Contrad I^ice, except that Conttactor shall be reimbursed 
through a Change Order for additional costs it may incur due to problrans witii Owner Equipment that are not the result of (i:ontractar's feilure to comply with tiie 
requirements sd forth in this Agreement (other tiian Section TUaViiyA)). including for any repeat Perfomiance Teslii^ and the consum^Ies md spare parts 
associated therewitii. 

10.4 Owner's Right to Operate Prior to Salisfaclton of Perfonnance Guarantees. If Unit 6 or the Unit 5 Scmbber fails to satisfy tiie Perfomnance 
Guarantees during the Performance Testing for Unit 6 or tiie Unit 5 Scr^ber or foils to achieve Substantial Compldion by &e Guaranteed Substtuitial 
Completion Dale for Unit 6 or the Unit 5 Scrabber and Unit 6 or tiie Unit 5 Scml̂ KT can be operated in compliance with applicable Laws, Ovmer, in ils sole 
discretion, shall have the right nonetheless to operate Unit 6 or the Unit 5 Scmbbra and shall give Contractor written notice of its decision; fffovided: tfutt if by 
doing so Ovmer would cause material damage or deterioration lo Unit 6 or the Unit 5 Scmbber, Conttactor shall not be responsible for such material damage or 
deterioration lo Unit 6 or the Unit 5 Scmbber lo the extent c a u ^ by Owner's election to operate prior to Contractor having an opportunity to cure any Defects. 
IfOwner elects lo operate Unit 6 or the Unit 5 Scrabber and, durmg such time, does not permit Conttador to cure tiie Defect necessaiy for Unit 6 or the Unit 5 
Scrabber to satisfy the Minimum Performance Guarantees of Unit 6 or tiie Ihiit 5 Scmbber, then tiie Guaranteed Substtmti^ Con^etion Date and Guanuvteed 
Final Completion Date (if such dates have nol passed) for Unit 6 or tiie Unit 5 Scmbber shall be extended on M equitable basis until such time as Owner tenders 
Unit 6 or tiie Unit 5 Scmbber to Contractor for furtiier Services md Performance Testing, and Contractor shall be entitled to a Change C^da: for equittd^e 
schedule and/or price adjuslment Owner shall bear the risk of loss during such time as it operates Unit 6 or tiie Unit 5 Scrabber. 0\™eT's operation of Unh 6 or 
the Unit 5 Scmbber under this Section shall not reduce Conttactor's obligations under this Agreement, including Conttactor's obligation to cause Unit 6 or the 
Unit 5 Scmbber to satisfy the Specifications and Perfomiance 
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Guarantees for Unit 6 or the Unit 5 Scrubber, except for normal wear and tear, degradation, and operation not in accordance witii Contracttw's insttndions. In 
any event, if Owner elects lo operate any Unit 6 or the Unil 5 Scrabber as contemplated in tills Section 10.4 for more than *** Days, tiien Substantial Completi(Hi 
of Unit 6 or Units Scrabber shall be deemed to have been achieved on the Day Owner made such election, and ***. 

10.5 Failure of Component lo Med Performance Criteria. If Unit 6 or the Unit 5 Scmbber satisfies the Perfonnance Guarantees of Unit 6 OT the Unit 5 
Scmbber under this Agreement but an item of Equipment within Unil 6 or the Unit 5 Scmbber does nol med its specific performance criteria as sd forth in the 
Specifications, Conttactor shall, in addition lo its warranty obligations hereunder, provide Owner wilh all commercially reasonably paid assistance in pursuing 
the available remedies against the Subcontractor which provided such Equipment This assistance may include but shall not be limited to assistance in enforcing 
the repair, replacement or refoihishmenl ofthe Equipment by Subcontt^tor or the collection of monetary remedies from tiie Subcontr^or for failure to meet its 
guarantees. The Chvner shall be entitled to the benefits of any recovery from such Subconttactor 

11. MECHANICAL COMPLETION: SUBSTANTIAL COMPLETION: FINAL COMPLETION 

11.1 Mechanical Completion. "Mechanical Completion" shall be deemed to have occurred witii resped to Unit 6 or tiie Unit 5 ScnAbcr upon the 
satisfaction of all ofthe following conditions: 

(a) All materials, equipment and systems related lo the safe start-up and testing of Unit 6 or the Unil 5 Scmbber shall have bera constructed and 
installed in accordance with this Agreement, including the Specifications and applic^le Laws, and inamannertiiatdoesnot void iuiy warranties, and the 
Equipment and Owner Equipment shall be mechanicfdiy and electticfUly sound, all required pre-operational teeing ^all have b e ^ s^sfedorily 
completed, and all systems shall have been checked for alignmrat, lubrication, rotation and hydrostatic and [meumatic pressure totegrity. 

(b) All systems and components shall have been flushed and cleaned out as necessary, and the Equipment and Owner Equifunent shall be ready to 
support the commencement of Performance Testing, 

(c) The Parties shall have agreed upon the Testtog Procedures; 

(d) For Unil 6, Contractor shall have synchronized Unit 6 to Ihe ttansmission grid as described in Exhibit Â  

(e) The Equipment and Owner Equipment shall be capable of being tested in accordance witii Ejdiibit L withoul damage tiiereto (mcludmg any 
portion of the Facility) or to any property or injury toany Person and incompliance with all applicable Laws and all permits and licenses required by such 
Laws; 

(f) Contrador shall have provided the applicable Documentation that is needed to start-up, operate and maintain Unit 6 and tiie Projed (including the 
Project Manuals), which Documentation shall have been approved, m the reasonable ddennination of Ovraer, as adequate fw the start-up, opwation and 
maintenance of Unit 6 and the Project (such approval not to be unreasonably witiiheld OT delayed); 
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(g) Contractor shall have provided the training of Owner's persormel and refK-esentatives as required by Exhibit A: and 

(h) Contrador shall have delivered to Owner a certificate signed by Contractor certifying that all of tiie preceding conditions in tiiis Sedton have 
been satisfied. 

Contractor shall not commence Performance Testing of Unit 6 or the Unil 5 Scmbber until all ofthe above conditions have been satisfied with resped to Unit 6 
or the Unit 5 Scmbber and Contractor shall have provided the required prior notice to Owner ofthe Performance Testing and given Owner an opportunity to 
attend. 

11.2 Substantial Completion. '^Substantial Completioa"* shall be deemed to have occurred witii resped to Unil 6 or tiic Unit 5 ScruWjCT iqion tiie 
satisfaction of all of Ihe following conditions: 

(a) Mechanical Completion of Unil 6 or tiie Unit 5 Scmbber shall have been achieved, 

(b) Unit 6 or Unit 5 Scmbber shall be capable of being operated in accordance witfi the Specifications without damage to Unit 6 or die Unit 5 
Scrabber, the Facility or lo any property or injury to any Per^a and in compliance witii all Owner Permits. Laws and orders of all Government Authorities 
then in effect. 

(c) Contrador shall have completed ttie initial Performance Testing of Unil 6 or Unit 5 Scmbber and the resulls ofsuch initial Performance Testing 
shall have satisfied the Minimum Performance Guarantees of Unit 6 or Unil 5 Scmbber, all according to the Testing Procedures and the requirements of 
Article 10: 

(d) Conttactor shall have con^leled tiie performance ofthe Services with resped to Unil 6 or the Unit 5 Scml^r according to all ofthe provisions 
ofthis Agreement, with the exception of tiio^ items specified in tiie Substantial Completion Ftoich List u^tii resped to Unit 6 or die Unit 5 Scrubber, 
which Conttactor shall have prepared and for which Conttactor shall have received approval fitim OwnOT (such approval nd: ta be unreasoiul^y witltiidd 
or delayed); 

(e) Conttactor shall have delivered to Owier flie Documentation relating to Unit 6 or tiie Unit 5 ScrubbCT ttiat Conttadw is r»|uired to deliwr to 
Owner pursuant to Exhibit A: and 

(f) Contractor shall have delivered to Owner a certificate signed by Contrador certifying that all ofthe preceding conditiOTis in tiiis Section have 
been satisfied. 

Upon tiie satisfaction of all ofthe foregoing conditions. Owner shall accept Unit 6 or die Unil 5 Scmbber, subjecl to Final Completion of Unit 6 or tiie Unit 5 
Scmbber according to Article 11. 
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by delivering lo Contractor notice ofthat acceptance within a reasonable time, and Conttactor shall torn over risk of loss and care, custody, contii>l and operation 
of Unit 6 or the Unit 5 Scmbber lo Owner. For the purposes of calculating Delay Liquidated Damages ***, the date upon which Conttactor submits Ihe c^fying 
notice required by this Section 11.2 (if such notice is accurate) shall be deemed the Substtmtial Conviction Date with resped to Unit 6 or tiie Unit 5 Scrubber 

11.3 Final Completion. ''Final Completion'* shall be deemed lo have occurred for Unil 6 or for ttie Unit 5 Scmbber upon Ihe satisfadiOTi of all ofthe 
following conditions for Unit 6 or the Unit 5 Scmbber: 

(a) for Unil 6 or the Unil 5 Scrabber, Contractor shall have achieved all conditions for Substantial Completkin of Unit 6 or tiie Unit 5 Scmbber; 

(b) Conttador shall have completed tiie Performance Testing of Unit 6 or Unit 5 Scrabber ^ d either (i) all Performance Guarantees of Unit 6 or the 
Unit 5 Scrabber shall have been satisfied according to the Tesfing Procedures, or (ii) Contractor shall have s^sfied all ofthe Make Right Perfinmance 
Guarantees of Unit 6 or the Unit 5 Scrabber and shall have paid to Owner Performance Liquidated Damages as required by Article 12 for those gufttuitees 
that allow a performance buy-down; 

(c) The performance ofthe Services (exce|^ for Services relating to any warranty Work) shall be one hundred percent (100%) ct»npiete, inducting 
the Reliability Testing and the completion (or buying down) by Contractor of all items on the Substantial Compldton Pundi List with resped to Unit 6 or 
the Unit 5 Scmbber in accordance with this Agreement; 

(d) Contractor shall have delivered to Owner the Documentation Conttactor is required to deliver to Owner pursuant to ExhibttAas of the Fin^ 
Completion Date for Unit 6 or the Unil 5 Scmbber, 

(e) There shall exist no Default of Conttactor and no event which, with the passage of time or the giving of notice or both, would be a De^ilt of 
Conttactor, and 

(0 Conttactor shall have delivered to Ovmer a certificate signed by Contractor certifying that all ofthe preceding conditions In this Sedion have 
been satisfied. 

12. DELAY AND PERFORMANCE LIQUIDATED DAMAGES: EARLY COMPLETION BONUS 

12.1 Delay Liquidated Damages. 

(a) The Parties agree tiiat it would be exttemely difficult and impracticable under [»:esentiy known and anticipded fads and circumstances to 
ascertain and fix tiie actoa! damages Owner would incur if Contractor does not achieve Substantial Completion of Unit 6 by the Guaranteed Substantia 
Compldion Date for Unit 6 (as the Guaranteed Substantial Compldion Date for Unit 6 may be ext^ided due to Force Majeure, Owner caused delays, 
differing site conditions, discovery of Hazardous 
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Materials, Changes in Law, or as otherwise contemplated in this Agreement), and, accordingly, if Conttactor does not achieve Substtmtial CiHi^ldion of 
Unit 6 by that date, subjed to Section 12.11'c't below, Owner's sole and exclusive remedy for such delay shall be to recover from Conttador as liquidated 
damages, and not as a penalty, the Delay Liquidated Dunages for each Day that Substantial Completion of Unil 6 is delayed beyond the Guarsmteed 
Substantial Completion Date for Unit 6; provided, that in no event shall the aggregate Delay Liquidated Damages for Unit 6 exceed its Delay Liquidated 
Damages Cap. 

(b) The Parties agree that il would be exttemely difficult and impracticable under presently known and anlkipated facts and circumstances to 
ascertain and fix the actual damages Owner would incur if (i) Unit 5 Scmbber Tie-In does not commence by the Guaranteed Unit 5 Tie-In Commencement 
Date, (ii) Contractor does not complete the successfol Tie-In of ttie Unit 5 Scmbber by the Guaranteed Unit 5 Tie-In Completion Dale or (iii) after the 
successful Tie-in ofthe Unit 5 Scrabber, Contrador does not achieve Substaittial Completion of tiie Unil 5 Scmbber tty the Guaranteed Sub^anttal 
Completion Dale (in each case, as tiie Guaranteed Unit 5 Tie-In Commencement Date, the Guaranteed Tie-in Compldton Date OT the Guaranteed 
Substantial Completion Date ofthe Unil 5 Scrabber, as applicable, may be extended due to Force Majeure, Owner caused delays, differing site conditions, 
discovery of Hazardous Materials, Changes In Law, or as otherwise contemplated ui tiiis Agreement), and, accordingly, upon tiie occurrence of either 
event, subjed to Section U.ifc) below, Chwier's sole and exclusive remedy therefore shall be to recover from ConttadOT as liquidated damages, and nol as 
a penalty, the Delay Liquidated Damages for each Day after the Guaranteed Unit 5 Tie-In Commencement Date tiiat Unit 5 Scrabber Tie-In does nol 
commence, each Day after the Guaranteed Unit 5 Tie-In Completion Date that the successfol Tie-In ofthe Unil 5 Scmbber has nol been achieved, and, 
after the successfol Tie-In ofthe Unit 5 Scmbber has been achieved, each Day after the Guaranteed Substantial Completion of tiie Unil 5 Scrabber that 
Substantia! Completion ofthe Unit 5 Scrabber is nol achieved, as applicable; provided, that in no event shall the ag^egate Delay Liquidated Damages for 
the Unit 5 Scmbber exceed its Delay Liquidated Damages Cap. The Parties hereby agree tiiat the Delay Liquidated Damages payable pursuant to tiiis 
Section n.lfbl shall not be duplicative. By way of example, if Contractor is assessed Delay Liquidated Dam^es due to tbe commencement of Unit 5 
Scmbber Tie-In on a date that is two (2) Days after the Guaranteed Unit 5 Tie-In Conmiencement Date, Conttador shall not be liable for Delay Liquidated 
Damages for the same two (2) Day delay in completing Unit 5 ScmMier Tie-In or in achieving Substtmtial Compldion of tiie Unit 5 Scmbber 

(c) Contractor shall have no liability or obligation to pay Delay Liquidated Damages to Owner hereunder for any delay in ConttadOT's perfonnance 
ofthe Work to the extent atttibutable to tfie performance of any Owner Equipment, unless such delay Is the result of Contractor's foUure to comply with 
the requirements set forth in this Agreement 

122 Performance Liquidated Damages. 

(a) The Parties agree that it would be exttemely difficult and impradicable under presently known and anticipated feds and circumstances to 
ascertain and fix the 
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actoal damages Owner would incur if Unit 6 or the Unit 5 Scrabber does nol meel tiie correspondii^ Performance Guarantees OTI or before the Guaranteed 
Final Completion Date for Unil 6 or tiie Unit 5 Scmbber, and, accordingly, and subjecl to Section 12.2('c) below, Ovmer's sole and exclusive remedy for 
such failure shall be lo recover from Contractor as liquidated damages, and not as a penalty, the applicable Performance Liquidated Damages; provkied. 
however, that in no event shall the aggregate Perfomiance Liquidated Damages for Unit 6 or the Unit 5 Scrabber exceed the respedive Perfornance 
Liquidated Damages Cap. 

(b) Notwitiistanding anything set forth in Section 12.2(a) lo the contrary. Contractor shall have tiie right exercisable by written notice to Owner, to 
delay the payment of Performance Liquidated Damages by Contractor wilh resped lo Unit 6 or the Unit 5 Soiibberand to continue to use all 
commercially reasonable efforts to achieve the Performance Guarantees of Unit 6 or tiie Unit 5 Scmbber for a period of up to *** after the Guaranteed 
Final Completion Date for Unit 6 or the Unit 5 Scmbber. 

(c) Conttactor shall have no liability or obligation to pay any PerfOTmance Liquidated Damages to Owner h^eunder for the feilure to meet any 
Performance Guarantee to the extent that such feilure is atiribut^le to the paformance of any Owner Equi|nnent, unless such feilure is the result of 
Conttactor's failure to comply with the requirements sd forth in Sedion 3.1(aXii^BV 

12.3 Eariy Completion Bonus. Owner shall pay Conhudor the Early Ckimpldion Bonus for Unit 6 for Contractor's early achievement of Substamial 
Completion ofthe Work for Unit 6 as compared to the Guaranteed Subsfential Completion Date for Unit 6. Contractor shall only be enlitied to such Early 
Compldion Bonus if the Work meets Ihe Minimum Performance Guarantees for Unit 6 at the time ofSubstantial Completion of Unit 6. 

12 4 Payment, Unless disputed in good faith, the Liquidated Damages specified in Sedton 12L Section 12.2 and the Bonus specified in Section 12.3 shall 
be due and payable within thirty (30) Days after written demand by Owna or Contractor, as the case may be. Any undisputed Liquidated D»nages or Bonus that 
remain unpaldafterthcexpirationof such tiiirty-Day period shall bear interest at the Prime Interest Rate plus 1% per annum or the highestrate allowed by Law, 
whichever Is less. If any Liquidated Damages or Bonus are disputed by eitiier Party, any Liquidated Danmges or Bonus tiiat ate determined to be payable 
pursuant to the resolution of such dispute in accordance witii this A^eement shall sdso bear mterest from the expiratton of tiie tiiirty-Day pertod referred to above 
at the Prime Interest Rate plus 1% per annum or the highest fitte allowed by Law, v^chever is less. Notwitiisttuiding tiw assessment of kitwesl, and in additton to 
ils other ri^ts and remedies. Owner and Contractor shall have the right to o f ^ the amount of any unpaid Liquidated Damages or Bonus plus ii^rest against 
any amounts due or that may become duelo Contractor or Owner (as the case may be) undw tiiis Agreement 

13. WARRANTY 

13.1 Services Warranty Period. Connector warrants that the Services will be performed in a professional and workmanlike manner, will conform to the 
requirements ofthis Agreement, mcluding the requirements sd forth inSedion3.1(aXii). and will reflect competent 

46 

Source: Duke Energy Holding , 10-Q, May 09, 2008 



professional knowledge and judgment For Unit 6 and tiie Unit 5 Scmbber, ifany portion of tiie S^^ices fails to comply with tiiis warranty oUigalion and 
Conttactor is so notified in writing prior to *** after tiie respective Substantia Completion Date (ttie "Services Warranty Period"), Contractor vnll promptiy 
re-perform such portion ofthe Services withoul additional compensation from Owner or, if re-performance is impossible or commercially inq>radicable. Owner 
and Contractor shall med and discuss in good faith an equifeble way to resolve such matter in order to place Ovmer in as good a position as Owner would have 
been in had there been no such breach ofthe warranty obligation. If the Parties are unable to resolve such matter in a manner reasonably accept^le to botii 
Parties, either Party may initiate the Dispute resolution procedures sel forth in Article 28. 

13.2 Equipment Warranty Period. Unless otiierwise mutually agreed in writing for a particular piece of Equipment, Contractor warrants that all Equipment 
femished to Owner will be free from Defects in workmanship and material and wiU conform to this A^eement, including the Specifications, for a period that is 
the earlier of (a) *** from the date Substtmttal Compldion of Unit 6 or the Unit 5 Scrabber is achieved or (b) for items of Engme^ed Equipment provided by a 
Subconttador, the expiration ofsuch Engineered Equipment Subconttador warranty; provided tfiat ***. If Contractor ^ I s to so notify Ownw, Contrador slull 
be responsible for the foil *** warranty obligation on such ***. Except for Equipment noted in î ecrion I3.2ffa1 above, the Equipment Waminty Period fiweach 
item on a Substantial Completion Punch List shall comm^ice upon Conttactor's completion (or buying down) of, and Ovmer's acceptance oi, the particular 
Punch List item and shall continue until the *•* thereof (the warranty periods sel forth in this Sedwn are, collectively, referred to as tiie **Equipm<at Warranty 
Period"), 

13.3 Exten-sinn of Warranty Periods, if a Defect (as defined in Sedton 13.4> is discovered vrittiin tiie Services Warranty Pertod or Equipment Wanranty 
Period, as applicable, and such Defect is not cured lo tiie reasonable satisfection of Ovraer, then the Services Warranty Period or Equipment Warranty Period, as 
applicable, shall be extended to the *** of ttie date such Defect was corrected, but only wilh respect to tiie Equipment or S^vice tiiat was tiie subjed of such 
Defect. In no event shall any Services Warranty Period OT Equipm^t Warranty Period for Unit 6 or the Unit 5 Scrabber extend beyond *** from the Substantial 
Completion Date for Unit 6 or Unit 5 Scmbbw, respectively. 

13.4 Defectg If, witiiin the Services Warranty Pertod OT Equi(Hnent Warranty Period, as ^plicable, deviations from, Iweaches o t or feilures of tiie 
foregoing warranties ("Defects") in the Equipment or Services are discovered by Owner or Craittador, Contractor shall at no additlOTial costto Owner, 
commence within a timely manner upon being discovered or u p n notice from Owier to coned ti»se Defects, induding re-perfrHma%» OT reim>v^o» of any 
affected portion ofthe Woric and repair of any resulting damage, and shall demonstrate to Owner's reasonable satisfection that the Defects have be«i pn^ierfy 
corrected. Warranty Work critical to the operation ofthe Facility shall be peaformed at such ttme and in such manner as lo tidce mto consideration Owner's 
requirements lo avoid dismption of Owner's operattons al tiie Facility. Conttactor shall be respOTisible for, and shall pay as and when due for, all inspection, 
removal, packaging, transportation, installation, consulting and other cosls for ttie coirection of Defects. Owner sh^l provide Conttactor with reason^^le access 
at tiie Site to correct Defects; provided, that any such access shall be restricted, and subjed to such conditions, as Owner may have institoted generally for its 
contractors. 
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13.5 Responsibility for Warranty Work. Conttactor shall have primary liability with resped la the warr^lies in tiiis Agreenwnt, whetiier or nol any Defed 
or other matter is also covered by a warranty ofa Subcontt'actor or otiier tiiird party, and Owner need only look to Contt%:tor for corrective action. In addition, 
Conttactor's warranties shall not be restticted in any manner by any warranty ofa Subconttador or otiier third party (except as delineated in Section 13.2). and 
the refosal of a Subconttactor or otiier tiiird party to provide or honor a warranty or to correct def«;tive, deficient or nonconforming Work ̂ all nol excuse 
Contractor from its liability on its warranties to Owner Contractor shall have no responsibility to perform any warranty Work witti resped to Ovmer Equi[Hnent 
unless any Defed witii resped to such Owner Equipment is attributable to Contractor's feilure to con^ly witti the requirements set forth in Section 3.1(aXii^)-

13-6 Conditions of Warranty. To the extent that any failure by Contt̂ ctiK- to med the foregoing wananties is the result of (a) Owner's failure to receive, 
handle, stcjre, maintain, or install tiie Equipment fomished in a reascoiable manner or in accordance wilh any reasonable Coitiractor requirements conveyed to 
Owner, (b) Owner's failure to operate the Equipment witiiin its rating or operated and maintained in a reasonable manner consistent with Coittractor's or 
Equipment vendors' Instmctions, (c) (Dwner subjecting the Equipment to abuse or misuse, or (d) normal wear and tea- or conosion inherent in the operation of 
the Facility, then, to that extent, Contrador shall be excused for said failure. 

13.7 Title Warranty. Conttactorrepresentsand warrants that il shall prnvide to, and, effective as of the a[^licafale date set forth in Section 22.1. faaiebv 
assignsand transfers to. Owner good, markefeble and exclusive titie to the Equipment, free and dear ofall Liens (otiier tiian Liens created soldy by tiie actions 
of Owner); provided, however, that Contractor shall not be required to assign and ttansfer to Owner good, mailcdable and exclusive titie to certain intellectual 
property to be licensed lo Owner as provided in Article 19. but Conttador shall, and hereby does, ^ant, effective upon the d^e on which Owner takes over care, 
custody and control ofthe Facility, to Owner tiie licenses to such intellectual property as described in Article 19. In the event of any noncoafonnity wH:h or 
breach ofthis warranty. Contrador shall, as part ofthe Fixed Prices, promptiy, imd in any event withui thirty (30) Days thereof, remove any Lien on any of sudi 
Equipment or otherwise provide Owner good, markefeble and exclusive title to such Equipment, free and clear of all Liens; provided, tiiat if Contractor is unaUe 
within such thirty (30) Day period to remove such Lien, Contrador may post a bond in an amounl (and otherwise in form and substance) reasonaUy acceptable 
to Owner so long as Contractor continues to use all commercially reasoiutt)le efforts to remove such Lien as prom^^y as practical^e. This Section shall survive 
the expiration, cancellation or termination ofthis Agreemeitt. 

13.8 Intellectual Propertv Warranty Contactor warrants that the Services performed t^ COTitradOT or its Subconttactors, the Equipnteat ^id the 
Documentation, or any part of any ofthe foregoing, shall not Infringe or constitote a misappropriatton of any right of £uiy tiiird party, includuig, without 
limitation, any copyrights, mask work rights, patent ri^ts. Irademari: rights, trade secret ri^ts or confidenti^ity rights. 

13 9 Warranty Assistance. During the Warranty Periods, Owner shall, witiwul cost lo Conttador: (a) provide Contractor reasomtiile working access 
(subject 1(1 such resttidions and conditions as Owner may have institoted generally for its contractors) to the Site to remove, disassemble, replace and reinstall 
any Equipment with respect to which a Defed exists; (b) remove, 
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