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

The Notes have been duly authorized and when executed by the Corporation and, when authenticated by the Trustee, in the
manner provided in the Indenture and delivered against payment therefor, will constitute valid and legally binding obligations
of the Corporation, enforceable against the Corporation in accordance with their terms, except as the enforceahility thereof
may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors’ rights generally and
by general principles of cquity {regardiess of whether enforceability is considered in a proceeding in equity or at law) and are
entitled to the benefits afforded by the [ndenture in accordance with the terms of the Indenture and the Notes,

Any indenture, mortgage, deed of trust, loan agreement or other agreement or instrument filed or incorporated by reference as
an exhibit to the Registration Stalement or the Annual Report on Form 10-K of the Cormporation for the fiscal year ended
December 31, 2007, except to the extent that such agreement is no longer in effect or to the extent that neither the Corporation
nor any subsidiary of the Corporation is currently a party to such agreement, are all indentures, mortgages, deeds of frust, lean
agreements or other agreements or instruments that are material to the Corporation.

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 Delivery of Notes. On the basis of the representations, warranties and agreements herein contained, but
subject to the terms and conditions hercin set forth, the Corporation agress to selt to-the Underwriters, and the Underwriters agree,
severally and not jointly, 10 purchase from the Corporation, at a purchase price of (i) 99.203% of the principal amount of the 2013
Notes plus accrued interest from June 16, 2008 (and in the manner set forth below) and (ii) 99.093% of the principal amount of the
2018 Noies plus accrued interest from June 16, 2008 {(and in the manner set forth below), the respective principal amount of Notes set
forth opposite the names of the Underwriters in Schedule A hereto plus the respective principal amount of additional Notes which
cach such Underwriter may become obligated to purchase pursuant to the provisions of Section § horeof, 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 connection
with the offering

Payment of the purchase price for the Notes to be purchased by the Underwriters and the reimbursement shall be made at the
affices 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 City time, on Tune 16,
2008 or such other time and date as shall be agreed upon in writing by the Corporation and the Representatives (the “Closing Date™).
All other documents referred to herein that are to be delivered at the Closing Date shall be delivered at that 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 transfer in immediately available funds, payable o the order of the Corporation against delivery of the Notes, in fully registered
form, to you or upon your order. The 2012 Notes and the 2018 Notes shail each be delivered in the form of one or more global
certificales in aggregate denomination equal to the aggregate principal amount of the respective 2013 Notes and 2018 Notes upon
original issuance and registered in the name of Cede & Co., as nominee for The Depository Trust Company {“DTC™).

4. Qffering by the Underwriters. It is understood that the several Underwriters propose to offer the Notes for sale to the public as
set forth in the Pricing Disclosure Package and the Prospectus,

5. Covenanis of the Corporation. The Corporation covenants and agrees with the severat Underwriters that:

{a)

(b)

{©

(d)

The Corporation will cause any Preliminary Prospectus and the Prospectus to be filed pursuant to, and in compliance with,
Rule 424(b) of the 1933 Act Regulations, and advise the Underwritess promptly of the filing of any amendment or supplement
to the Registration Statement, any Preliminary Prospectus ot the Prospectus and of the institution by the Commission of any
stop order proceedings in respect of the Registration Statemen?, and will use its best efforts to prevent the issuance of any such
stop order and to obtain as soon as possible its lifting, if issued.

If at any time when a prospectus relating to the Notes {or the notice referred to in Rule 173(a) of the 1933 Act Regulations} is
requited to be delivered under the 1933 Act any event ocours as a result of which the Pricing Disclosure Package or the
Prospectus as then amended or supplemented would include an untrue statement of a materiat fact, or omit 1o state any
material fact necessary to make the statements therein, in the light of the circumstances under which they were made, not
misleading, ot if it is necessary at any time to amend the Pricing Disclosure Package or the Prospectus to comply with the
1933 Act, the Corporation promptly will prepare and file with the Commission an amendment, supplement oF an appropriate
document pursuant to Section 13 or 14 of the 1934 Act which will correct such statement or omission or which will effect
such compliance.

The Corporation, during the period when a prospectus relating to the Notes is required to be delivered under the 1933 Act, will
timely file all documents required o be filed with the Commission pursuant to Section 13 or 14 of the 1934 Act.

Without the prior consent of the Underwriters, the Corporation has not made and will not make any offer relating to the Notes
that would constitute a “free writing prospectus™ as defined in Rule 405 of the 1933 Act Regulations, other than a Permitted
Free Writing Prospectus; each Underwriter, severatly and not jointly, represents and agrees that, without the prior consent of
the Corporation, it has not made and will not make any offer relating to the Notes that would constitute a
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“free wriling prospectus™ as defined in Rule 405 of the 1933 Act Regulations, other than a Permiited Free Writing Prospectus
or a free writing prospectus that is not required to be filed by the Corporation pursuant o Rule 433 of the 1933 Act
Regulations; any such free writing prospectus (which shal} include the pricing term sheet discussed in Section 5(c} below), the
use of which has been consented to by the Corporation and the Underwriters, is listed on Schedule B and hercin called a
“Permitted Free Writing Prospectus.” The Corporation represents that it has treated or agrees that it will treat each Permitted
Free Writing Prospectus as an “issuer free writing prospectus,” as defined in Rule 433, and has complied and will comply with
the requirements of Rule 433 applicable to any Permitted Free Writing Prospectus, including timely filing with the
Commission where required, fegending and record keeping,

The Corporation agrees to prepare a term sheet specifying the terms of the Notes not contained in any Preliminary Prospecius,
substantiaily in the form of Scheduie C hereto and approved by the Representatives on behalf of the Underwriters, and to file
such pricing term sheet as an “issuer free writing prospectus™ pursuant o Rule 433(b) of the 1933 Act Regulations prior to the
close of business two business days after the date hereof,

The Corporation agrees that if at any time following the issuance of a Permitted Free Writing Prospectus any event pccurs asa
result of which such Permitted Free Writing Prospectus would conflict with the information (not superseded or modified as of
the Effective Date} in the Registration Statement, the Pricing Disclosure Package or the Prospectus or would include an satrue
staternent of a material fact or omit (o state any material fact necessary in order to make the statements thersin, in light of the
circumstances then prevailing, not misleading, the Corporation will give prompi notice thereof to the Underwriters and, if
requested by the Underwriters, will prepare and furnish without charge to each Underwriter a free writing prospectus or other
document, the use of which has been consented to by the Underwriters, which will correct such conflict, statement ar
omission,

The Corporation will make generally available to its security holders, in each case as scon as practicable bat not later than

60 days after the close of the period covered thereby, earnings statements (in form complying with 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 beginning not later than the first day of the Corporation’s fiscal quarter next following the
effective date of the Registration Statement and (ii) a twelve-month period beginning not later than the first day of the
Corporation’s fiscal guarter next folfowing the date of this Agreement.

The Corporation will furnish to you, without charge, copies of the Registration Statement (four of which will include all
exhibits other than those incorporated by reference), the Pricing Disclosure Package and the Prospectus, and all
7
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amendments and supplements to such documents, in each case as soon as available and in such quantities as you reasonably
request.

The Corporation will arrange or coopetate in arrangements for the qualification of the Notes for sale under the laws of such
jurisdictions as you designate and will continue such qualifications in ¢ffect so long as required for the distributien; 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 it is nat now so subject.

The Corporation will pay all expenses incident io the performance of its obligations under this Agreement including (i) the
printing and filing of the Registration Statement and the printing of this Agreement and any Blue Sky Survey, (ji} the
preparation and printing of certificates for the Notes, (jit) the issuance and delivery of the Notes as specified herein, (iv) the
fees and disbursements of counsel for the Underwriters in connection with the qualification of the Notes under the securities
laws of any jurisdiction in accordance with the provisions of Section 5(i) and in connection with the preparation of the Blue
Sky Survey, such fees not to exceed $5,000, (v) the printing and delivery 1o the Underwriters, in quantities as hereinabove
referred 1o, of copies of the Registration Statement and any amendments thereto, of any Preliminary Prospectus, of the
Praspectus, of any Permitted Free Writing Prospectus and any amendments or supplements thereto, {vi) any fees charged by
independent rating agencies for rating the Notes, {vii) any fees and expenses in 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 atrangements for the Notes with DTC or any successor depositary and (x) the costs and expenses of the
Corporation relating to investor presensations on any “road show”™ undertaken in connection with the marketing of the offering
of the Notes, including, without limitation, expenses assaciated with the production of road show slides and graphics, fees and
expenses of any consultants engaged in connection with the road show presentations with the prior approval of the
Corporation, travel and lodging expenses of the Underwriters and officers of the Corporation and any such consulants, and
the cost of any aircraft chartered in connection with the road show; pravided, however, the Underwriters shall reimburse 2
porticn of the costs and expenses referred to in this clause (x).

6. Conditions of the Obligations of the Underwriters. The obligations of the several Underwriters to purchase and pay*for the Notes

will be subject to the accuracy of the representations and watranties on the part of the Corporation herein, to the accuracy of the
statements of officers of the Corporation made pursuant to the provisions hereof, to the performaance by the Corporation of its
abligations hercunder and to the following additional conditions precadent:

(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
8
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(b)

(c)

(d)

(e}

Prospectus shall have been filed by the Corporaticn with the Commission within the applicable time periods prescribed for
such filings by, and otherwise in compliance with, Rule 433 of the 1933 Act Regulations.

On or after the Applicable Time and priar to the Closing Date, no stop order suspending the effectiveness of the Registration
Statement shall have been issucd and no proceedings for that purpose or pursuant to Section 8A of the 1933 Act shall have
been instituted or, to the knowledge of the Corporation or you, shall be threatened by the Commission.

On or after the Applicable Time and prior to the Closing Date, the rating assigned by Moody’s Investors Service, Inc. or
Standard & Peoor’s Ratings Services to any debt securities or preferred stock of the Corporation as of the date of this
Agreement shall not have been lowered.

Since the respective most recent dates as of which information is piven in the Pricing Disclosure Packape and the Prospectus
and up to the Closing Date, there shall not have been any material adverse change in the condition of the Carporation,
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 transactions contemplated
by the Pricing Disclosure Package and the Prospectus and transactions 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 of the Notes on the terms and in the manner contemplated by the Pricing Disclosure Package and the
Prospectus.

You shall have received an opinion of Robert T. Lucas II1, Esq., Associate General Counse! of the Corporation, dated the
Closing Date, to the effect that:

{i} Each of the 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 incorpotation has the respective corporate power and
authority and foreign qualifications necessary to owa its propertics and to conduct its business as described in the Pricing
Disclosure Package and the Prospectus. Duke Energy Carolinas, LLC has been duly organized and is validly existing and
in good standing as a limited Hability company under the laws of the 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 of the 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 1o
s0 qualify, considering all such cases in the aggregate,
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(iii)

(iv)

{v)

{vi}

{vii)

(viii)

does not have a material adverse ¢ffect on the business, properties, financial condition or results of operations of the
Corporation and its subsidiaries taken as a whole,

The Registration Statement became effective upon filing with the Commission pursuant to Rule 462 of the 1933 Act
Regulations, and, to the best of such counsel’s knowledge, no stop order suspending the effectivencss of the
Registration Statement has been issued and no proceedings for that purpose have been instituted or are pending or
threatened under the 1933 Act.

The descriptions in the Registration Statement, the Pricing Disclosure Package and the Prospectus of any fegal or
govermmental procesdings are accurate and fairly present the information required to be shown, and such counsel does
not know of any litigation or any legal or gevernmentai 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 Packape or the Prospectus and is not so disclosed.

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

The execution, delivery and performance by the Corppration of this Agreement, the Indenture and the issue and sale of
the Notes will not violate or contravene any of the provisions of the Certificate of Incorporation or By-Laws of the
Corporation or any statute or any order, rule or regulation of which such counsel is aware of any court or governmental
agency or body having jurisdiction over the Corporation or any of its Principai Subsidiaries or any of their respective
property, ntor will such action conflict with or result in a hreach or violation of any of the terms or provisions of, or
constituic a default under any indenture, mortgage, deed of trust, loan agreement or other agresment or instrument

_known 1o such counsel to which the Corporation or any of its Principal Subsidiaries is a party or by which any of thern:

or their respective property is bound or te which any of its property or assets is subject which affecis in a material way
the Corporation’s ability to perform its obligations under this Agreement, the Indenture and the Notes.

The Indenture has been duly authorized, executed and delivered by the Corporation and, assuming the due
authorization, execution and delivery thereof by the Trustee, constitutes a valid and legally binding instrument of the
Corporation, enforceable against the Corporation in accordance with its terms. )

The Notes have been duly authorized, executed and issued by the Corporation and, when authenticated by the Trustee,
int fhe manner
10
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provided in the Indenture and delivered against payment therefor, will constitute valid and legally binding obligations of
the Carporation enforceable against the Corporation in accordance with their terms, and are entitled to the benefits
afforded by the Indenture in accordance with the terms of the Indenture and the Notes.

(ix) No consent, approval, authorization, order, registration or qualification is required to authorize, or for the Corporation to
consummate the transactions contemplated by this Agreement, except for such consents, approvals, authorizations,
registrations or qualifications as may be required under state securities or Blue Sky laws in connection with the purchase
and distribution of the Notes by the Underwriters and except as required in Condition 41 of the order of the North
Carolina Utilities Commission dated March 24, 2006, in Docket No. E-7, sub 795, which consent has been obtained.

Such counsel may state that his opinions in paragraphs (vii) and (viii) are subject fo the effects of banknuptcy, insolvency,
fraudulent conveyance, reorganization, moratotium and other similar laws relating to or affecting creditors’ rights generally and by
genera] principles of equity (regardless of whether enforceability is considered in a proceeding in equity or at law). Such counsel shall
state that nathing has come to his atiention that has caused him to believe that each document incorporated by reference in the
Registration Statement, the Pricing Disclosure Package and the Prospectus, when filed, was not, an its face, appropriately responsive,
in all material respects, to the requirements of the 1934 Act and the 1934 Act Regulations. Such counsel shall also state that nothing
has come to his attention that has caused him to believe that (i) the Registration Statement, including the Rule 4308 faformation, as of
its effective date and at each deemed effective date with respect to the Underwriters pursuant to Rule 430B(f)(2) of the 1933 Act
Regulations, contained any untrue statement of a material fact or omitted to state a material fact required 10 be stated therein or
necessary to make the statements therein not misleading, (ii) the Pricing Disclosure Package ai the Applicable Time contained 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
of the circumstances under which they were made, not misleading, or (iii) that the Prospectus or any amendment ot supplement thereto,
as of the date it was filed with, or transmitted for filing to, the Commission and at the Closing Date, contained or contains any untrue
statement of a material fact or omitted or omits to state any material fact necessary in order to make the statements therein, in light of
the circumstances under which they were made, not misleading. Such counse! may also state that, except as otherwise expressly
pwwdcd in such opinion, he does not assume any responsibility for the accuracy, completeness or fairness of the statements contained
in or incorporated by reference into the Registration Statement, the Pricing Disclosuré Package or the Prospectus and does not express
any opinion or belief as fo (i) the financial statements or other financial daia contained or incorporated by reference therein, ({i} the
statement of the eligibility and qualification of the Trustee inciuded in the Registration Statement (the “Form T-1") or (iti) the
information in the Prospectus under the caption “Baok-Entry System.”

In tendering the foregoing opinion, such counsel may state that ke does not express any opinian conceraing any law ather than the
law of the State of North Carolina and may rely as to
11
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all matters of the laws of the States of South Carolina, Ohio and Indiana on appropriate counsel reasonably satisfactory to the
Representatives, which may include the Corporation’s other “in-house” connset). Such counsel may also state that he has refied as to
certain factual matters on information obtained from public officials, officets of the Corporation and other sources believed by him to
be responsibie.

(f)  You shall have received an opinion of Skadden, Amps, Slate, Meagher & Flom LLP, counsel to the Corpotation,
dated the Closing Date, to the effect that:

(
(i)

i)

This Agreement has been duly authorized, cxecined and delivered by the Corporation.

The execution and delivery by the Corporation of this Agreement and the consummation by the Corporation of the
transactions contemnplated hereby, including the issuance and sale of the Notes, will 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 of the contracts set forth on Schedule D hereto or (iii) violate or conflict with, or result in any contravention
of, any Applicable Law. “Applicable Law” means the General Corporation Law of the State of Delaware and those laws,
rules and regulations of the State of New York and those federal laws, rules and repulations of the United States of
America, in each case that, in such counsef's experience, are normally applicable to transactions of the type
contemplated by this Agreement (other than the United States federal securities laws, state securities or blue sky laws,
antifraud laws and the rules and regulations of the Financial Industry Regulatory Authority).

(a) To such counsel’s knowledge, no Governmental Approval of a federal court, a New York court or a Delaware court
acting pursuant to General Corporation Law of the State of Delaware, 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 of the transactions contemplated hereby, and {b} no other
Govemnmental Approval, which has not been obtained or taken and is not in full force and effect, is required 0 authorize,
or is required for, the execution or delivery of this Agreetnent by the Corporation or the consummation by the
Corporation of the transactions contemplated hereby. “Governmental Approval” means any consent, approval, license,
authorization or validation of, or filing, qualification or registration with, any Governmental Authority required to be
made or obtained pursuant to Applicable Laws, other than any consent, approval, ficense, authorization, validation,
filing, qualification or registration that may have become applicable as a resulf of the involvement of any party (other
than the Corporation) in the transactions contemplated by this Agreement or because of such parties’ legal or regulatory
status or because of any other facis specifically pertaining to
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{iv)

{v)

(vi)

(vif)

such parties and “Governmental Authority™ means any court, regulatory body, administrative agency or governmental
body of the State of Mew York or the State of Delaware or the United States of America having jurisdiction over the
Corporation under Applicable Law.

The Corporation has been duly incorporated and is validly existing in good standing under the laws of the State of
Delaware, and has the corporate power and corporate authority to execute and deliver this Agreement and to
consummate the transactions contemplated hereby.

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

The Notes have been duly authorized and executed by the Corporation and, when duly authenticated by the Trustee and
issued and delivered by the Corporation against payment therefor in accordance with the terms of this Agreement and
the [ndenture, will constitute valid and binding obligations of the Corporation entitled to the benefits of the Indenture
and enforceable against the Corporation in accordance with their terms.

The statements (i) under the caption “Description of Delt Securities” (other than under the caption “Book-Entry Debi
Securities”) that are included in the Base Prospectus and (ii) under the caption “Description of the Notes” in the Pricing
Disclosure Package and the Prospectus Supplement, insofar as such statements purport to summarize certain provisions
of the Indenture and the Notes, fairly suramarize such provisions in all materiat respects.

(viii) The Corperation is not and, solely after giving effect to the offering and sale of the Notes and the application of the

procaeds 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 the documents filed by the
Corporation under the 1934 Act and the 1934 Act Regulations that are incorporated by reference in the Preliminary Prospectus
Supplement that forms a part of the Pricing Disclosure Package and the Prospectus, were not, on their face, appropriately responsive
in all material respects to the requiremenis of the 1934 Act and the 1934 Act 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-1) (ii) the Registration Statement, at the
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Applicable Time and the Prospectus, as of its date, appeared on their face to be appropriately respansive in all material respects to the
requirements of the 1933 Act and the 1933 Act Rules and Regulations {except that in each case such counsel nced 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-1) and (jii) no facts have come to such counsel’s attention that have caused such counsel to believe
that the Registration Statement, at the Applicable Fime, contained an untiue statement of a material fact or omitted to state a material
fact required to be stated therein or necessary to make the statemenis therein not misleading, or that the Prospecius, as of its date and
as of the Closing Dhate, contained or contains an untrue statement of a material fact or omitted or omits to state a material fact
necessary in order to make the statements thergin, in the light of the ciscumstances under which they were made, not misleading
{except that in each case such counsel need not express any view a3 to the financial statermnents, schedules and other financial
information included or incorparated by reference therein or excluded therefrom or the statements contained in the exhibits to the
Registration Statement, including the Form T-1). Such counsel] shall further state that, in addition, no facts have come to such
counsel’s attention that have caused such counsel to believe that the Pricing Disclosure Package, as of the Applicable Time, contained
an untrue statement of a material fact or omitted o state a material fact necessary in order to make the statements therein, in the light
of the circumstances under which they were made, not misleading (except that 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 Registration Statement, including the Form T-1). '

In addition, such statement shall confirm that the Prospectus has been filed with the Commission within the fime period required by
Rule 424 of the 1933 Act Regulations and any required filing of a Permitted Free Writing Prospectus pursuant 1o Rule 433 of the 1933
Act Regulations has been filed with the Commission within the time period required by Rule 433(d) of the 1933 Act Regulations.
Such statement shall further state that the Registration Statement became effective upon fiting under the 1933 Act and, pursuant to
Section 309 of the Trust Indenture Act of 1939, as amended (the 1939 Act™), the Indeniure has been qualified under the 1939 Act,
and that such counsel has been orally advised by the Commissicn that no stop order suspending the effectiveness of the Registration
Staternent 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 paragraphs {v) and (vi) are subject to the effects of
bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors’ rights generally and by general principles of
equily {regardless of whether enforceability is considered in a proceeding it equity or at law). In addition, such counsel may state that
they have relied as to certain factual matiters on information obtained from public officials, officers and representatives of the
Corporation and that the signatures on all documents examined by them are genuine, assumptions which such counsel have not
independently verified,

(8) You shall have received an opinion of Sidley Austin LLF, counsel for the Underwriters, dated the Closing Date, with respect
to the validity of the Notes, the Registration Statement, the Pricing Disclosure Package and the Prospectus, as
14
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(1)

0)

amended or supplemented, and such other retated matters as you may require, and the Corporation shall have furnished to
such cotinsel such documents as they request for the purpose of enabling them to pass upon such matters.

On or after the Applicable Time, there shall not have occurred any of the following: (i) a suspension or material limitation in
trading in securities generally or of the securities of the Carporation, on the New York Steck 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 banking services or securities settlement or clearance services in the United States; or (iii)
the autbreak 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 it
impracticable or inadvisable to proceed with the public offering or the delivery of the Notes on the terms and in the manner
contemplated in the Pricing Disclosure Package and the Prospectus. Tn such event there shall be no liability 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
Corporaticn as provided in Section 5(3) hereof,

You shall have received a certificate of the Chairman of the Board, the President, any Vice President, the Secretary or an
Assistant Secretary and any financial or accounting officer of the Corporation, dated the Closing Date, in which such officers,
to the best of their knowledge afier reasonable investigation, shall state that the representations and warranties of the
Corporaticn in this Apreement are true and correct as of the Closing Date, that the Corporation has complicd with ail
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 the effectiveness
of the Registration Statement has been issued and no proceedings for that purpose have been instituted or are threatened by the
Commission.

At the time of the 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, containing statements
and information of the type ordinarily included in accountants” “comfort Jetters” to underwriters with respect to the financial
statemerits and certain financial informatien 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 currens assets less current liabilities) 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 priot to the date of this Agreement.
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{k} At the Closing Date, you shall have received from Deloiste & Touche LLP, a letter dated as of the Closing Date, to the effect
that they reaffirm the statements made in the letter furnished pursuant to subsection {j) of this Section 6, except that the
specified date referred to shall be not more than three business days prior to the Closing Date. -

The Corporation will furnish you with such conformed copies of such opinioas, 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, if any, who controls any Underwriter or within the meaning of Section 15 of the 1933 Act, as follows:

o

(i)

(if)

against any and all loss, liability, claim, damage and expense whatsaever arising out of any untrue statement or alleged
untrue statement of a material fact contained in the Registration Statement (or any amendment thereto) including the
Rule 430B Information, or the omission or alleged omission therefrom of 2 material fact required to be stated therein or
necessary to make tfie statements therein not misteading or arising oui of any untrue statement or alleged untrue
statement of a material fact contained in the Pricing Disclosure Package, the Prospecius (or any amendment ot
supplement thereto), any Permitted Free Writing Prospectus or any issuer free writing prospectus as defined in Rule 433
afthe 1933 Act Regulations, or the omission or alleged omission therefrom of a material fact necessary in order to make
the statements therein, in the light of the circumstances under which they were made, not misleading, unless such
statement or omission or such alleged statement or omission was made in reliance upon and in conformity with written
information furnished to the Corporation by the Representatives on behalf of the Underwriters expressly for use in 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;

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

against any and all expense whatsoever reasonably incurred in investigating, preparing or defending against any
litigation, commenced or threatened, or any claim whatsoever based upon any such untrue statement or omission, or any
such alleged untrue statement or omission, to the exient 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 controlling person unless the Corporation shall be notified in writing of the nature of the claim within a reasonable time afler
the assertion thereof, but failuré so to notify the Corporation shall not relieve it from any liability which it may have otherwise than
under subsections 7(a) and 7(b}. The Corporation shall be entitled to participate at its own expense in the defense, or, if it so elects,
within a reasonable time after receipt of such notice, to assume the defensc of any suit brought to enforce any such claim, but if'it 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 er persons, or defendant or defendants in any suit so brought, which approval shall not be
unreasonably withheld. In any such suit, any Underwriter or any such controtling person shall have the right to employ its own
counsel, but the fees and expenses of such counsel shall be at the expense of such Underwriler or such controlling persos uoless (i) the
Corporation and such Underwriter shall have mutually agreed to the employment of such counsel, or (i} the named parties to any such
action {including any impleaded parties) inctude both such Underwriter or such controdling person and the Corporation and such
Underwriter or such controlting 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 it is not desirable for the same counsel to represent both the
indemunifying 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 substantiaily similar or related actions in the same jurisdiction arising out of the 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 ati such controlling persons, which firm shall be designated in writing by you). The Corporation agrees ta notify you
within a reasonable time of the assertion of any claim against it, any of its officers or directors or any person who conirols the
Corporation within the meaning of Section 15 of the 1933 Act, in connection with the sale of the Notes.

{(b) Each Underwriter severally agrees that it will indemnify and hold harmless the Corporation, its directors and each of the
officers of the Corporation who signed the Registration Statement and each person, if any, who controls the Corporation
within the meaning of Section 15 of the 1933 Act to the same extent as the indemnity contained in subsection {a} of this
Section, but only with respect to statements or omissions made in 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, in reliance upon and in conformity with written information furnished to the Corporation by the Representatives
on behalf of the Underwriters expressly for use in 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. In
case any action shall be brought against the Corporation or any person so indemnifiex| based on the Registration Staternent {or
any amendment thereto), the Pricing Disclosure Fackage, the Prospectus {or any amendment or supplemeat 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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(d)

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.

No indemnifying party shall, without the prior written consent of the indemnified party, cffect any settlement of any pending
or threatened proceeding in respect of which any indemnified party is or conld have been a party and indemnity could have
been sought hereunder by such indemnified party, unless such settlement includes an uncenditional release of such
indemnified party from all liability on claims that are the subject matter of such 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.

If the indemnification provided for in this Section 7 is unavailable to or insufficient to hold harmicss an indemnified party in
respect of any and all loss, Hability, claim, damage and expense whatsoever (or actions in respect thereof) that weuld
otherwise have been indemnified under the terms of such indemnity, then each indetnnifying party shall contribute to the
amount paid or payable by such indemnified party as a result of such 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 the one hand
and the Underwriters on the other from the offering of the Notes. If, however, the allocation provided by the immediately
preceding sentence is not permitted by applicable law or if the indemnified party failed to give the notice required above, then
each indemnifying party shall contribute to such amount paid or payable by such indemnified party in such proportion as'is
appropriate to reflect not only such relative benefits but also the relative fauif of the Corporation on the one hand and the
Underwriters on the other in connection with the statements or omissions which resutted in such loss, liability, claim, damage
or expense {or actions in respect thereof), as well as any ather relevant equitable considerations. The relative benefits 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 hy the Underwriters in respect of the underwriting discount as set forth in the table on the cover page of the
Prospectus. The relative fault shall be determined by reference to, among other things, whether the untrue or alleped untrue
statement of a material fact or the amission or alleged omission 1o state a matcrial 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 t¢ information
and opportunity to correct or prevent such statement or omission. The Corporation and the Underwriters agree that it wounld
not be just and equitable if contributions 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 party as a result
of the losses, liabilities, claims, damages or expenses (or actions in respect thereof) referred to above in this Section shatl be
deemed to include any legal or
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other ¢xpenses reasonably incurred by such indemnified party in connection with investigating or defending any such action
or claim, Notwithstanding the provisions of this Section, no Underwriter shall be required to contribute any amount in excess
of the amount by which the total price at which the Notes underwritten by it and distributed 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 of such
untrue or alleged untrue statement or omission or alleged omission. No person guilty of fraudulent misrepresentation {within
the tmeaning of Section 11(f) of the 1933 Act) shall be entitied to contribution from any person who was not guilty of such
fraudulent misrepresentation. The Underwriters’ obligations to contribute arc several in proportion to their respective
underwriting obligations and not joint.

8. Default by One or More of the Underwriters. (a) 1f any Underwriter shall default in its obligation to purchase the 2013 Notes or
the 2018 Notes which it has agreed to purchase hercunder on the Closing Date, you may in your discretion arvange for you or another
party or other parties to purchase such 2013 Notes and/or 2018 Notes, as applicable, an the teoms contained herein. If within thirty-six
hours after such defanlt by any Underwriter vou do not arrange for the purchase of such Notes, then the Corperation shall be entitled
1o a further period of thirty-six hours within which to procure another party or other parties satisfactory o 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 of such Notes, or the Corporation notifies you that it has so ammanged for the purchase of such 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 changes may
thereby be made necessary in the Registration Statement, the Pricing Disclosure Package or the Prospectus, or in any other documents
of arrangements, and the Corporation agrees to file promptly any amendments to the Registration Statement, the Pricing Disclosure
Package or the Prospectus which may be required. The term “Underwriter” as used in this Agreement shall include any person
sybstituted under this Section with like effect as if such person had originally been a party to this Agreement with respect to such
Notes.

(b) I, after giving effect to any arrangements for the purchase of the Notes of a defauiting Underwriter or Underwriters by you or
the Corporation as provided in subsection (a) above, the aggregate amount of such Notes which remains unpurchased does not
exceed one-tenth of the aggregate amount of all the Notes to be purchased at such Clesing 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-defauiting Underwriter to purchase its pro rata
share (based on the amount of Notes which such Underwriter agreed 1o purchase hereunder) of the Notes of such defaulting
Underwriter or Underwriters for which such arrangements have not been made; but nothing herein shail relieve a defaulting
Underwriter from liability for its default.

{c) I, afier giving effect to any arrangements for the purchase of the Notes of a defaulting Underwriter or Upderwriters by you or
the Corporation as provided in
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subsection {a) above, the aggregate amount of such Notes which remains unpurchased exceeds one-tenth of the 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 (o require non-defaulting Underwritcrs to purchase Notes of a defaniting Underwriter or Underwriters,
then this Agreement shall thereupon terminate, without liability on the part of any non-defaulting Underwriter or the
Corporaticn, except for the expenses to be borne by the Corporation as provided in Section 5(j) hereof and the indemnity and
contribution agreement in Section 7 hereof; but nothing herein shall relieve a defaulting Underwriter from liability for its
default.

9. Represertalions and Indemnities to Survive Delivery. The respective indemnities, agreements, representations, warranties and
other statements of the Corporation or its officers and of the several Underwriters set forth in or made pursuant to this Agreement will
remain in fuil force and effect, regardless of any investigation, or statement as to the resulis thereof, made by or on behalf of any
Underwriter or the Corporation, or any of ifs officers or directors or any controfling 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 of the Underwriters, and the
Corporation shall be entitled 1o act and rely upon any statement, request, notice or agreement on behalf of any Underwriter made or
given by the Representatives.

11. No Fiduciary Relationship. The Corperation acknowledges and agrees that (§) the purchase and sale of the Notes pursvant to
this Agreement is an arm’s-length commercial ransaction 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 Underwrites is and has
been acting solely as a principal and is not the agent or fiduciary of the Corporation or its shareholders, creditors, employees, or any
other party, (iii) no Underwriter has assumed or will assume an advisory or fiduciary responsibility in favor of the Corporation 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 Corporation with respect {o 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 of the Corporation, and {v) the
Underwriters have not provided any legal, accounting, repulatory or tax advice with respect to the transaction contemplated hereby
and the Corporation has consulted its own legal, accounting, regulatory and tax advisors to the extent it 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 Securities {USA) LLC, Atin: LCD-IBD, facsimile number (212} 325-4296, Goldman, Sachs & Co., Attn:
Registration Department, facsimile aumber (212) 902-3000 and Lehman Brothers Inc., Attn: Debt Capital Markets, Global Power
Group, 745 Seventh Avenue, New York, NY 10019, facsimile number (646) 834-8133 {with a copy to the General Counsel at the
same address) or, if sent to the Corporation, will be mailed or telecopied and confinmed to it at 526 South Church
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Street, Charlotte, N.C. 28202, facsimile number (980) 373-3699, attention of Treasurer. Any such communications shail take effect
upon receipt thereaf.

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
respeciive successors. Nothing expressed or mentioned in this Agreement is intended or shall be construed to give any person, firm or
corporation, other than the parties hereto and their respective successors and the controlling persons, officers and directors referred 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 contatned; this Agreement and all conditions and provisions hereof being intended
to be and being for the sole and exclusive benefit of the parties hereto and their respective successors and said controlling 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 1o be a successor or assign by reason merely of such
purchase,

15. Counterparis. This Agreement may be executed in two or more counterparts, each of which shalt 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 govemed by, and construed in accordance with, the laws of the State of New Yark.
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If the foregoing is in accordance with your understanding, kindly sign and return to us two counterparts hereof, and upen
confinmation and acceptance by the Underwriters, this letter and such confirmation and acceptance wili become a binding agreement
between the Corporation, on the ong hand, and each of the Underwriters, on the other hand, in accordance with its terms.

Very truly yours,
DUKE ENERGY CORPORATION
By: /s/M. Allen Carrick

Name: M. Allen Carrick
Title: Assistant Treasurer

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

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

On behalf of each of the Underwriters
CREDIT SUISSE SECURITIES (USA) LLC
By: /s/ Gavin H. Wolfe

Name: Gavin H. Wolfe
Title: Managing Dircctor

GOLDMAN, SACHS & CO.

{8/ GOLDPMAN, SACHS & C0).
{GOLDMAN, SACHS & CO.)

. LEHMAN BROTHERS INC.
By: {s/ Christopher F. Winchenbaugh
Name: Christopher F. Winchenbaugh
Title: Managing Director
2
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. SCHEDULE A
Principal Amount of Principal A;:ounl of
i P

Crédatﬁut e

Cltlgroup Global Malkets lnc
Lazard Capital Markets LLC

Scotia Capital (USA} Inc.
Sun Trust Robinson Humphrey, Tni;
Total b3 250,000,000 s 250,000,000
A-1
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SCHEDULE B

PRICING DISCLOSURE PACKAGE

iy Base Prospectus

2)  Preliminary Prospecius Supplement dated June 11, 2008
3)  Permitted Free Writing Prospectuses

a)  Pricing Term Sheet attached as Schedule C hereto
B-1
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. SCHEDULE C
Filed pursuant to Rule 433

June 11, 2008

Relating (o

Preliminary Prospecius Supplement dated June 11, 2008 to
Prospectus dated October 3, 2007

Registration Statement No, 333-146483

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

Pricing Term Sheet

{ssuer: Duke Energy Corporation
Ratings (Moody's/ S&PY; Baa2/BBB+
Settlement: June 16, 2008 (T+3)
Trade Date: June 11, 2008
Interest Payment Dates: Semi-annually on june 15 and December 15, commencing December 15, 2608
Security Description: 5.65% Senior Notes Due 2013 6.25% Senior Notes Due 20138
Principal Amount: $250,000,000 $250,000,000
Maturity: June 135, 2013 June 15, 2018
. Coupon: . 5.65% 6.25%
Benchmark Treasury: 3.500% due 5/31/2013 3.875% due 5/15/2018
Benchmark Treasury Yield: 3.496% 4.085%
Spread to Benchmark Treasury: +220 bps +220 bps
Yield to Maturity: 5.696% - 6.285%
Initial Price to Public: 99.803% per Note 99.743% per Note

Redemption Provisions:

Make-Whole Call: +40 bps +40 bps
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Denominations: $2,000 or any integral mltiple of $1,000 in $2,000-or any integral multiple of
excess thereof $1,000 in excess thereof

CUSIP: 26441C AA3 26441C ABI

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

Co-Managers Citigroup Global Markets Inc.
Lazard Capital Markets LLC
Scotia Capital (USA) Inc.
Sun Trust 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 other documents the issuer has filed with
the SEC for more compleie information about the issuer and this offering. You may get these documents for free by visiting EDGAR
on the SEC Web sitc at www.sec.gov. Alternatively, the issuer, any underwriter or any dealer participating in the offering will arrange
to send you the prospectus if you request it by cailing Credit Suisse Securities (USA) LLC at (800) 221-1037, Gokiman, Sachs & Co.
at (866) 471-2526 or Lehman Brothers Inc. toli-free at (838) 603-5847.
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. Schedule D
1. Fifteenth Supplemental ndenture, dated as of April 3, 2006, among the registrant, Duke Energy and JPMorgan Chase Bank, N.A,
{as successor to Guaranty Trust Company of New York), as trustee {the “Trustee™), supplementing the Senior Indenture, dated as of
September 1, 1998, between Duke Energy Carolings, LLC (formerly Duke Energy Corporation) and the Trustee.

2. $2,630,000,000 Amended and Restated Credit Agreement, dated as of June 28, 2007, among Duke Energy Corporation, Duke
Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc., as Borrowers, the
banks listed therein, Wachovia Bank, National Association, as Administrative Agent, IPMozrgan 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. | thereto, dated as of March 10,
2008.
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® QUARTERLY REPORT PURSUANT TQ SECTIDN 13 QR 15(d) OF THE SECURITIES EXCHANGE ACT OF 19834
For the quariarly period ended March 31, 2008 Or

O TRANSITION REFORT PURSUANT TO SECTION 12 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition peticd from to

Commission file pumber 1-32833

DUKE ENERGY CORPORATION

{Exact Name of Registrant as Specified kn its Charter)

Dalaware 20-2777218
{State ar Other Jurisdiction of Incorporation) (IRS Employer identification No.)
526 South Church Street
Charlotte, NC 26202-1803
{Address of Principal Executive Offices) {dip Code)
T04-594-6200

{Registrant's telephone number, including arsa cods)
Indicate by check mark whether the regisicant (1) has filed all raparts required Lo be filed by Seclian 13 or 15(d) of the Securities Exchange Act of 1934 during the praceding 12
months (o for such shorter periad that the reqisirant was required to file such reporis}, and {2} has been subject to such fiing requirements far the past 90 days. Yes M Ne 0

indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accalerated filer, or a smaller reporting company. See the definitions of
“large accelerated filer” “acceleratad fler” and “smalier reporling company” in Ruls 12b-2 of the Exchangs Aci. {Check one}:

Large aoceleraled filer [®) Accalerated filer O
Non-accelerated filer [J Smaller raparting company 01
(Do not check i a smallar reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securitis Exchange Act of 1934). Yes (1 No @
Indicate the numbser of shares autatanding of aach of the issuar's cdasses of common siock, as of the latest praclicable dete.

Mumber of shares of Comman Stack, par value $0.007, outstanding as of May 2, 2008 1,264,614,744
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CAUTIONARY STATEMENT REGARDING FORWARDHLOOKING INFORMATION

This document includes forwardlooking statements within the meaning of Seclion 27A of the Secusities Act of 1933 and Section 21E of the Secuities Exchange Act of

1934, meard—iookmg staternents are based on management’s beliefs and assumptﬁms. These forward-icoking stalements are identified by tarms and phrases such as

“anlicipate,” “beliave,” ‘intend,” “estimate,” “axpect.” “continue,” "should,” “cauld.” ‘may,” “plan.’ “project,” “predicl.” “will.” “polential,” “forecast,” "target,” and similar expressions.
Forward-ooking slatements involve risks and uncertainties thal may cause aclual results to be malerially different fromthe resulis prediciad. Factors that could cause aclual
resulls to differ materially from those indicated in any forward-ooking slalemeant include, bul are not Emited 1o:

State, lederal and foreign legislative and regulatory iniliatives, insluding costs of compliance with sxdsting and future envirenmental fequirements;
Slate, faderal and foreign lagisiative anci ragulatory iniiatives and rulings that affect cost and investment recovery or have an anpact on rate structures;
Caosts and effects of iegal and administraiive proceedings, setiements, investigations and claims;

Industrial, commercial and residential growth in Cuke Energy Carporation's (Duke Enengy) service tervilories;

Additionsl compelitian ir electric markets and contisad industry consolidation;

Political ard regulatory uncerlainty in other countries in which Duke Energy conducis business;

The influence of weather and other natural phenomena on Duke Energy's operations, Including the ecanomic, oparational and ther effects of humicanss, ke stoms,
droughts and tamados;

The timing and extend of changes in commeadity prices, interest rates and foreign currency exchange rales,
Unscheduled generation outages, unusual maintenance of repairs and electric transmissian system constraints;
The performance of aleciric generation and of projects undertaken by Duke Enengy’s nonregulated businesses;

The resuits of financing efferts, including Duke Energy’s ability to obtain financing on favarabla terms, which can be affected by various factors, incheding Duke
Energy’s credit ratings and general economic conditions;

Dedlines in tha market prices of equity securilies and resuliant cash funding requirements for Duke Energy’s defined benefit pansion plans;

The level of creditworthiness of counterpanies to Duke Energy’s trensactions;

Employae workforee factors, including the potentiat inability to atirac! and retain key personnel;

Grawth in opporunities for Duke Energy's business units, induding the fiming and success of effoits to develop domestic and internaficnal power and alher projects;

The effect of accouning pronouncements issued periodically by acoounting standacd-setting bodies; and
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+  The abiity to succassiully complate mergsr, acquisition or divestiture plans.

1n light of these riska, uncertainties and assumptions, the events described in the forward-looking siatemants might ol aocw o might occur to a diferent extert or al a
different lime than Duke Energy has described. Duke Energy undertakes no obligation to publicly update or revise any forwardHooking statements, whether az & result of new
informyation, future events or atherwise.
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
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{in millions, except parshare amounts)

Item 1. Financial Statements.
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interest Expense ST

Minority Interest E;ﬂ'ﬂ" ) ) )
ingome FrGm nuing Operations Before Incoimia Taxes

Income Tax Expense from Cantinulng Operahom
Income From Continding Operatiohs .. -
Income From Discontmued Dperamns,m ofu

Metlagome - . R
Common Stock Data _
Weighted-average shares outstanding’
Basic
Diluted .
Earnings par share (from cantnung :\peratlons)
Baslc
Dijuted
Earings per shara (from dlsmnunuedoperﬂﬁms} "
Basic
- Dikvied:
Eamings per share
- ‘Basic .

Diuted
Dividends per share

See Noles to Unaudited Consalidated Financial Statetnents
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DUKE ENERGY CORPURATION
CONSOLIDATED BALANCE SHEETS
{Unaudited)
(In millions)
March 31, December 31,
20408 2007

AJSETS N ;
Current Assets
Cash and cash-squivalents - P R RT
Short-lerm uwes1rnents

g {iiet of allowance far.doubtfl acoourts of $57.at March 2T,
ZUUG and $E‘T ai Clacember 3, 200 FJ
Invibiiaey
Assets held for 5ale
Qthers oo

Tolat currenl asseis

inveatrients 3l Othet Assets -
investments in unconsolidated afﬁhates
Macleat‘decotimissionifig trust funds

Sea Hotes to Unaudited Consolidated Financial Statements
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DUKE ENERGY CORPORATION
CONSOLIDATED BALANGE SHEETS—{Continued)
{Unaudited)

(In millions, except per-shara amounts)

LIABILITIES AND COMMON ST

Cursent Liabilities

Actiuits payibie. -

Notes payable and oommereial pa ar

Taas:aoered e

Interest accrued

Liabililiss dssodciated with, asaats Fisld 18

Current mamrlues oflongLIErm dabt

Othar:. - .

Tuial curreni Ilabildles
termsBabt:

De rred Credits and Other Llabalitms

Déterred income takes S LT

fnvestment tax credits

Liabiffies-assodiated with assets hald forsale « -

Assel retirement obligations

Othet .

WH defarlad credils anﬂ ulher Ilabilmes
Gomitiitments: and“oontingencha
Minority Intarests
Commai Steckholdess’ Equity- ] : 5 Sz T
Commeon Stock, $0.001 par value 2 billion shares authorized; 1.264 million and 1,262 mﬂhnn sharas ouistanding al March 31, 2008 and

December 31, 2007, resp&wvely
Addilicinel pard-vm captal -
Retained earnings
Accupwlatad diter comprehsnsig fos

Total common steckholders’ equil
Liabilitles-and Comthion

See Hotes to Unaudited Consolidatad Financial Statements
5
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
{in millions)
Thres Months Ended
March 21,

i
{Gainsy losses-onsales of clhecassels
Deferred income taxes
) thmlylm%rast
Equity in eamings of unconsddatad ales
{Increase) decrease i
Het realized and unraallzad malk-m-marke(
' Retaivablas -
Inventory
Othercunent askels .
Inaaasa {dauease} in
Taxes accrued
-Othercarmgrd lisbidites . .. - -
Other assels
Qtien; finbiltips .
Nel cash ovaded b [ erai; aulviﬂes
CASHFLOWS FROM INVESTING AG HVITIES
_ Capital expenditures
: -aypeniibi 3

Setlement of nat jnvestmient hiedges dhd atheri nwhﬁng

Purchases of emission allowances

‘Saleq of erfission alowances
Change in restnmed cash

Other S h A

CASHFLOWS ]
Ptoweds from the:
“sstance of longsterm debt: -
Issuance of common stock re|

S sfor the rédemptidr of i
Noles payable and commerdal papar

" Distitbutions o minority iritbraits’

Sili:ﬂlemanﬁl Dfsclasuras'

Significant non-cash transaclions: )
Distiipution of-Spactra Energy o shretorisn '
Accruad eapital expenditures

See Notes to Unaudited Consalidated Financial Statements
&

Source: Duke Energy Holding , 10-0, May 09, 2008
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DUKE ENERGY CORPORATION
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS' EQUHTY
AND COMPREHENSIVE INCOME
{Unaudited)
({in millions)
Accumulsted Other
Comprehensive income (Loss)
Net Gains
Carmaon Addifionat Foreign {Losses) on SFAS
Stock  Commean Pard-in Retained Currency Cash Flow Mo, 158
Balange Dacernber 31, 2006 : TR E
Net incoma

Gihar Comprehengiva Incoma T
Foreign currency transiatian ad;ustmen‘ts
Ne?unreahzed gaing ort cash Tl

mm . .
Redassul’(g}alm inta aammgs fmm cash flow
h
SFAS N 1158 amarfization .
Other
Adophan of FIN 48
Adophan o?d?FAS ho. 15“3—-u1easu :

Dcstnbutnon of Specira Energy {o shareholders
Dividerid reifvestrment and wmploies bérants:
Cornmon stock dividends

Balance March 312007

Balance Decembdér 31, 2007
Net incams
Gihar Camprehensive Income L
Foreign currancy transistinon adjustmems
Net unrealized Josses 6n cash'ow kgtiges®
Reclassxf'catlm into eamings from cash flow
hedges(®)
SFAS Ma. 158 amortization
Unrealizad boss on m\reslmenls in aucﬂun rale
securitios(€
Total comprehensive Incomé ;
Dividend reinvestment and employee
‘Common stack dividends :
Additional amaunts related to the smﬂ-uff of Specira
Energy
Balance March 31, 2008 L VR

(@) Nat unrealized gains (losses) on cash flow hedges, nel of $5 tax benefit in 2008 and $2 tax expense in 2007.
{b} Redassification into eamings from cash flow hedges, net of 31 tax expense in 2008 and $11ax benefit in 2007.
(¢} MNat of $81ax bencfit in 2008, See Note 19 10 the Consofidated Financial Statements for further information,

(@) Netof §31ax benefit in 2007,
See Notes to Unaudited Consolidated Financial Statements
7
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DUKE ENERGY CORPORATION
Notes To Unaudited Consolidated Financial Statements

1. Basis of Presentation

Nature of Operations and Basis of Consolidation. Duke Energy Gorporation (collectively with ils subsidiaries, Duke Energy) is an energy company iocated in the
Americas. These Unawdited Consolidaled Financial Statements include, afler eliminating intarcampany transactions and balances, the accounts of Duke Energy and all
majority-ownad subsidiaries where Duke Energy has control and those variable interest entities whera Duke Energy is the primary boneficiary. These Consolidated Financial
Statements atso reflect Duke Energy’s proporlionate share of certain genaration and fransmission facilities in South Carofing, Ohio, Indiana and Kentucky.

On January 2, 2007, Duke Energy compleled the spin-off of its natural gas businesses {Specira Energy Corp {Specira Energy)), including ils wholly-owned subsidiary
Spectra Energy Capital, LLC (Spectra Energy Capitak, formesdy Duke Capilal LLC), incdluding Duke Energy's 50% interast in DCP Midstream, LLC (DCP Midstream, formarly
Duke Eneray Field Services, LLC), to sharehclders. Assels and liabilities of entities indluded in the spin-off of Spectra Energy were ransferred from Duke Enargy on & higlorical
cost bais on the date of the spin-off transaction, Mo gain or loss was recognizer] on the distribufion of these operations 10 Duke Enengy sharshalders, Approximately $20.,5-
billion of assets, $14.9 bilfion of liabilittes (which included approximeately $8.6 hillion of debt] and $5.6 billion of comman stockholders’ equity fwhich induded approximately $1.0
biliion of accumulated other comprehensive incomea (ADCH) were distrbuted fror Duke Energy as of the date of the spin-off, As discussed furthes in Nate 7, pursuant to the
terms of convertible: notes outstanding at the dale of the spin-off, Duke Energy distributed approximately 2 million shares of Spectra Ensigy common sleck to the holders of the
convertibla notes, resuiling in a pre-lax charge of approcdmately $21 million during the three manths ended March 34, 2007. In addifian, as discussed in Note 18, a reduction in
income tax expense of approximately $22 mifion was also recordsd during tha thrae manths ended March 31, 2007 due to a reduction in ihe unitary state tax rate in 2007 as
result of the spin-off of Spectra Energy.

These Cansalidated Financial Statemants have been prepared in accordance with ganerally accepted accounting principles (GAAP] in the Uniled States of America (1.5.)
for interim financial information and with Lhe instructions to Form 10-0 and Regulalion 5-X, Accordingly, these Consclidated Financiaf Statemenis do not include 3l of the
information and footnotes required by GAAP for annual finandial statements, Becausa the imerim Consolidaled Financial Statsmants and Nedes do not include 20 of the
information and footnotes requirad by GAAP for annual financial statements, the Consolidated Financial Statements and other information included in this quarierly report
should be read in conjunclion with the Conssiidated Financial Statements and Nodes in Duke Energy’s Form 10-K for the year anded Decamber 31, 2007,

These Cansdlidated Financial Stalements reflect ail normal recuning adjustments that are, in the opinion of management, necessary to fairly present Duke Energy's
financial pesitian and fasults of operations. Amounts reporied in the interim Consolidated Statements of Operations are not neceasarly indicative of amaunts-expected for the
respactive annuai periada due to the effects of seasonal temperature variations on energy consumption, the timing of maintenanoe an electric generafing units, changas in
mank-10-market valuatians, ehanging commodity prices and cther faclors.

Use of Estimates. To conform with GAAR in the 1.5, menagement makes eslimates and assumptions that affect the emounts reporied in the Consclidetad Financial
Statements and Noles. Although these estimates are based on management's best avaitable knowledge at the time, aciual results could differ.

Reclassifications. Certain prior pericd amounts on the Consclidated Balance Shaets have been reciagsified in connection with the adoption of Financlal Accounting
Standards Board (FASB) Siaff Pasition (FSP) No. FIN 391, “Amendment of FASE interprelation No, 39, Offsatting of Amounts Related to Gertain Contracts,” {FSP No. FIN
39-1} on January 1, 2008, as discussad below, ihe effects of which require retrospective application to the Consclidated Balance Sheets.

Netting of Cash Collateral and Derivative Assets and Liabilities Under Master Hetting Arrangemants. On January 1, 2008, Duke Energy adopted FSP Na. FIN
39-1. In accordance with FSP No. FIN 391, Duke Energy offsels fair value amounts {or amounts that approximala fair value) recogaized on its Consolidated Balance Sheets
related o cash collateral amounts recaivable er paysble against fair value amounts necagnized for derivativa instruments exscuted with the same countarparty under the same
master neting agraement. Priot to the adaption of FSP No, FiN 39-1, Duke Energy offset the fair valua amounts recognized for derivative instrumenis executed with the same
counterparty under the same master netling agreement in accordance with FIN 38, "Offseffing of Amounts Ralsted fo Certain Gordracts,” but presented cash collateral on a
arass Biasis within the Consofidated Befance Sheets. At March 31, 2008 and Decamber 31, 2007, Duke Energy had receivables related to the fight da redaim cash collateral of
approximataly $16 miflion and $5 million, respectively, and had payables rejated to obligations to return eash collateral of approximately $34 milion and an immaterial amount,
respectively, that have been offset against net derivative positions in the Consolidated Balanca Sheets. Duke Energy had inwmate-

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

nial cash coliateral recsivables under master nefting srrangemants that have not been offsel against nel desivative positions at March 31, 2008 and Dacembes 31, 2607,
respeciively. Duke Energy had an immaterial amouni of cash collateral paysbles under master netling swangements that have rot boen offset agalnst nel deduative positions at
#sarch 31, 2008 and December 31, 2007.

Unbilled Revénue. Revenues on sales of electricity and gas are recognized when Ihe sarvice is pravided. Unbillad revenues are estimated by applying an average
ravenue par kilowalt hour or per Ihousand cubic feet (Mcf) for ail custonmers classes ko the number of estimated kilowatt hours or Mcf's delivered but not billed. The amount of
urthilled revenues can vary significantly periad 1o period as a result of factors including seesonality, westher, customar usage paitems and customer mix. Unbilled revenues.
wrllich are rmrdeld as Receivables in Duke Energy’s Consclidated Balance Sheels at March 31, 2008 and December 31, 2007, were approxinvadely $340 willion and $38¢
million, respectively.

2. Business Segments

Duke Energy operates the following business segments, which are all considered reporlable business segments under Statement of Financial Accounting Standards
{SFAS) Ne. 131, "Disclosures about Segments of an Enterprise and Refatad Information®; U.S, Franchised Electric and Gas (which consists of the reguiated opesations of Duke
Enargy Carolinas, LLC (Duke Energy Cardlinas), Duke Energy Ohig, Inc. (Duke Engrgy Ohio), Duke Energy Indiana, Inc. (Duke Energy indiana) and Duke Energy Kentucky,
ine. (Duke Energy Kenlucky)), Commercial Powey, internalional Energy and Crescent, which represents Duke Energy’'s efiective 50% inlerest in the Crescent J, Duke
Energy's chief operating decision maker reqularly reviews financial information sbout each of thesa business units in deciding how to allocate resources and evaluate
parformance. There is no aggregalion within Duke Energy’s defined business 3

The remainder of Duke Energy’s cperalions 15 presented as Other. While it is nol considered a business segment, Other primearily indudes certain unalfocated corporate
costs, Bison Insurance Company Limiled (Bison), Duke Energy’s wholly-oaned, caplive insurance subsidiary, and DukeNat Communications, LLG and related
telacommunications businesses. Additionally, Other includes the remaining partion of the former Duke Erengy Nath America (DENA) businessas that were not disposed or
transierred 10 Commergial Power, primarily Duke Enesgy Trading and Marketing, LLC (DETAT, which management is curently in the process of winding down,

Duke Energy’s reportable segments offer different producls and services and ane managed separately as business units. Accounting policies for Duke Energy's segments
are the same as those described in the Notes 10 the Consolidated Financial Statements in Duke Enargy's Annual Report on Form 104K for the year ended December 31, 2007.

ment evaluates segment performance based on eamings before interest and taxes from continuing operations, after deducting minority intenest expense retated o

those profits (EBIT). On a segment basis, EBIT excludes discontinued operations, reprasents afl profits from continuing operations (both operating and non-operaling) befors
deducting interest and taxes, and is net of the minornity interest expense related o thoses profits.

Cash, cash equivalents and shori-erm investments are managed centrally by Duke Energy, so the associated resized and unrealized gains and jossas from forsign
currency transactions and interest and dividend incoms on thass balances are excluded from the segments’ EBIT.

9
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Segment EBIT includes fransactions between reportable segments,

Business Segment Data

Segment EENT J
Consolidated income
Fram Continuing
Unaffiliated Intersegment Total Oparations Before Dopreciation and
Revenues Revenues Revenues Income Taxes Amortization

Three Months Ended March 31, 2008
U.S, Franchised Electric and Gas
Commercial Sower

international Energy

Crescent .

| Total reportable segments

Three uanms Ended March 3, 200?

U. 5. Pranchised Etéctic and Gas .
GCommercial Power
International Edergy -
Crescent

Total reportabls segments
Other

Eliminations
Interest expense
Interest incame and other®!

L e, ::.‘"‘ 0% e i : : t e s ;{g‘ L
Total consohdalad 3,03 i -~ i 3,035 $ 476 § 433

(a) Segment results exdude resulls of entities classified as discantinued cperalions.

() Other within Interest income and Other includes foreign cutrency ransaction gains and lossas,
assets in the laltowing table exclsde alf intercompany assels,

Segment Assets

LS. Franchised Blectric ant] 3as
GCommarcial Power
International Energy
Crescent
Total reporiable ségmants - . :

Othe
Redassiﬁaaibnﬂal .
Total cansolidated assejs

{a} Primarily represents raclassification of federal tax balances in consalidation.

10
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3. Acqguisitions and Dispasitions

Acquisitions. Duke Enargy consclidales assets and liabllities from acquisitions as of the purchase date and includes eamings from acquisitions in consolidaled earnings
altor the purchase date, Assels acquired and liabilities assumed are recorded at estimated fair vaiues on the purchase date. The purchase price minus the estinaled fair value
of the acquired assets and liabilities mesting the definition of a business as defined in Emerging lssuas Task Farce (EITF) Issue Na. 98-3, “Defermining Whether &
Nornonelary Transaction Invoives Recsipt of Productive Assets or of & Business' is recorded as goodwill. The allocatian of the purchase price may be adjusted § additional,
mqueﬁt::;l?fqnﬁtim i received during the alfocaticn pericd, which genarally does not exceed one year from the consummation date; however, i may be fonger for certain
income tax items,

In May 2007, Duke Energy acquired tha wind power development assets of Energy Investor Funds from Tierra Energy. The purchase included more than 1,000
megawaitts (MW) of wind assels in various stages of davelopment in the YWestern and Souttrwestem U.S. and supporls Duke Energy’s stralegy to increase i#ts invesiment in
renewable energy. A significant portion of the purchase price was for Intangibte asseta. Three of the development projects, totaling approximately 240 MW, are located in Texas
wand Wyoming and are anticipated to be in commerdial operation in tata 2008 or 2009. Duie Energy anticipates total capital expanditures of approximately $430 milbion through
2009 1o compfele the first threa projects,

Dispositions. in Decamber 2006, Duke Energy Indhana agreed to sail one unit of its Wabash River Power Siation {Unit 1) to Wabash Valley Power Assedialion Inc,
{WVPA}. The sale was agproved by the indiana Wility Regulatory Commission (IURC), the Federal Energy Regulatory Commission (FERC), the Federal Yrade Commiesion
{FTC) and tha U.5. Depariment of Justice (DOJ) dunng 2007, On Devember 31, 2007, Duke Ensrgy Indiarna received proceeds of approximvately $114 million, which was
equivalent to the net book value of Unil 1 at the time of sale. Since, pursuant 1o the temis of the purchase and sale agreement, the effective date of the sale was January 1,
2008, the assels of Unit 1 were reflected as Assets Held for Sale within lnvestments and Oiher Asseds on the Consclidated Balance Sheets at Decambar 31, 2007 and a
correspanding liatility equal to the cash received was induded in Lisbilties Assodiated with Assets Held for Sale within Currerl Liabilities on the Consclidaled Balance Sheets
at December 31, 2007. Since the sales price was equal la tha net book value of Unit 1 at the transaction dale, nc gain or loss was recognized on tha sale, The sale was
completed on January 1, 2008.

For the fiwee momths ended March 34, 2008, the sala of other assets resulted in approximately 521 milkion in proceeds and nat pre-tax gains of $18 miflion recorded in
Gains (Lossas) on Sales of Other Assets and Other, nel on the Consclidatled Stalements of Operations. This amount primarily refatss to Conunercial Powet’'s gains on sales of
emission allowances,

Far tha three months ended March 31, 2007, the sale of other assels resulted in approximately $25 millien in proceeds and het pre-da: losses of 311 milion recorded in
Gains (LO:I!I!&s} an Sales of Other Assets and Other, net on the Consoldated Statements of Operations. This amound pamarily relates 1o Commercial Power’s logses on sales of
emission sllowances.

See Note 11 for dispositions related to discontinued operations.

4. Earnings Per Common Share (EPS)

Basic EPS is compuled by dividing net income by the weighted-averags numbar of canumon shares autstanding during the period, Dikited EPS is computed by dividing
nel income, as adjusted, by the diluled weighted-average number of cammon sharaa aulstanding during the period. Diluted EPS reflects the polential dilution that could ocour if
securities or other agreements 1o issue common stock, such as stack opfions, stock-hased periormance unit awards, phantiom stack awards and contingently convertible debt,
were exervsed, settled or converted into comman stock.

1
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The: following tabla iRustrates Duke Energy's basic and diluled EPS calcutations and reconciles the weighled-average number of common shares oulstanding to the dilutad
weightet-averags number of camman shares setstanding for the three monihs ended Match 31, 2008 and 2007,

Three Mohths Eniled March 31,-2008
Incorme fram continuing opersmuns-wb

Eﬂ‘eclofdiluuue sanurities:

Theee Months Ended March 31, 4206;
Income franii contining operations-sihasic.. .
Effect Df dilutive securities:

Stoclc aptions; phardom,
Contingently canvertitls debl
Income oy continuing operatons—diuted . Al S e L T :
As of March 31, 2008 and 2007, approximataly. 15 mll;on and 13 million, respecavely af mmapthns performance, phantorn and wivested stock awards were nol
included in the “effect of dilutive securities” in ihe above table because sither the option exerdse prices were greater than the aversge market price of the common shares
during those pericds, or performance measwes reiated 1o the mwards had not yet been met

5. Stock-Based Compensation

Duke Energy accounts for stock-based compensation usider the provisions of SFAS No. 123(R), 'Sbare-BasedParmsnr {8FAS No. 123(R)). SFAS No. 123(R)
establishes accounting for stock-basad awards exchangad for employee and certain nanemployee seivices. Accordingly, for employee awards, equily classified stock-based
compensation cost 1s measured at the gramt date, based on the [air valus of the award, andrsraoogmzsdasexpanmaverfhemqam period,

Duke Energy recorded pre-tayx stack-based compeneation expenss induded in ncome From Continsing Operations for aach of the three months anded March 34, 2008
and 2007 as follows:

Slack Options
Phaniaom Awards
Performance Awards
Gther Stock Awards

Toted

The lax benefl associated wuh |he recorded expense in Income From Continuing Operations for each of the three momths ended March 31, 2008 and 2007 was
appraximately $5 miliion,

Duke Energy's 2006 Long-lerm ingentive Plan (the 2006 Flan) reserved 60 millian sharas of common siock for awards ta amployees and autside direclors. The 2006 Plan
suparseded the 1098 Long-term Incantive Plan. as amendad (the 7988 Ptan), and no addtional grants will be made from the 1298 Plan. Under the 2006 Plan, the exerdlse
prica of each oplion granted cannot be less than the Merket price of Duke Energy’s comman stock on the date of grant and the maximum eplion term is 10 years. The vesting
pencds range from immediate to five years. The 2006 Plan atlows for a maximum of 15 million shares of common stock to be issued under vanous stock-based awards other
than oplions and slock appreciation rights. Payments for cash settted awards during the period were immaterial,
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Duke Energy has historically issued new shares upen exercising or vesting of share-bazad awards. In 2008, Duks Energy may use a combination of new share issuances and
apen market repurchases for share-based awands which are axercisad or becoma vasted; however, Duke Energy has not detarmined with certainty the amount of such new
share issuances or open market repurchases.,

Stock Option Activity

Quistending at December 31, 2007
Exercised o
-Forteiled or expired Do LT
Outsianding at March 31, 2008
Exrrcisabia-at March 31,2008 L
There were no stock options granted dunng the three montha ended March 31, 2008 or 2007.
On December 31, 2007, Duke Energy had approximatety 20 million exercisatie opliona with a $17 weighled-average exercise price. The total inlrinsic value of opfions
exarcised during the three monihs ended March 31, 2008 and 2007 was approximately $2 milion and $5 million, respectively, Cash received from aptions exercised during the
ihrea months ended March 31, 2008 and 2007 was approximately $8 mithion and $9 milion, respectively, with a relaled tax benefit of approximately 31 miSon and 32 milion,
raspactivaly. At March 31, 2008, Duke Energy had approximataly $1 million of future compensation cost which is expented to be resagnizad over a weighted-average period of
1 year,

Phantom Stock Awards

Phantom stock awards issued and oulstanding under the 2008 Plan generally ves! ovar peniods from immediate 10 three years. Phantom stock awards issued and
outstanding under the 1993 Plan generally vest aver periods from immediate 10 five yaars, Duke Energy awarded 377,380 shares (fair valus of approximately $16 million, baged
on the market price of Duke Energy's comman stock at the grant date} during the three months ended March 31, 2008. Duke Energy awarded 1,030,250 shares {fair valua of
approximately $27 mitlion, based o the market prica of Duke Energy’s common stack al the grant date) during the threa months ended March 31, 2007,

The following table summarizes inforenation about phantom stock awards oulstanding at March 31, 2008:

Number of Phirtom Stock Awards: ™~ = .
Outstanding &l December Sf
Grarled - R
Vasted
Forfeited
Cutstanding al March 31, 2006
As of March 31, 2008, Duke Energy had approximately $24 milion of unrecognized compensation cost which is expectad fo be reconnizad over s weighted-average
penod of 2.4 years.

K]
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. Performance Awards
Stock-based performance awards issued and outstanding under both the 2006 Plan and the 1338 Plan generally vest over three years if performancs targets are met.
Duke Energy awarded 2,375.445 shares (fair value of approximately $37 million} during the three manthe ended March 31, 2008. Buke Energy awarded 1,530,850 shares (fei
valye of approximately $23 million) during the three months ended March 31, 2007,
The following lable summarizes information about stock-based padormance awards outstanding at March 31, 2008:

Number of Stock-based - PerfotmariCe Awards:
Cutstanding at December ", 2007 L
Granted R
Vested
‘Farteitsd

Qutstanding at March 31,2008

PR

As of March 31, 2008, Duke Energy had approximalely $45 million o unrecognized compensation cost which is sxpecied 10 be recognized over a weighted-average
pencd of 2.0 years.

Other Stock Awards )

Cther siock awards issued and outstanding under the 1998 Pian vest over periods from three te five years. There were no other stock awards issued during tha tivee
manths ended March 31, 2008 or 2007.

The following table summarizes information aboul other stock swards outstanding at March 31, 2008

HNumber of Other Stock Awards:, ol
Quistanding at Dacamber 31 2007 ‘
vested R
Forfeited o ,

Outstanding at March 31, 2008 S LEERETRE S T e SRR TRl ; ;

As of March 31, 2008, Duka Energy had appmximately $3 mittian of unremgized compensation cost which is expected to be recognized over a weughled-average pariod
of 2.1 years.

6. Inventory
Inventory consists primarily of materials and supplies and coal hald for sladtic generation and is recorded primanly using the average cost method.

Malarials and supplies e
Coal held for electric generation
Matural gas **

Total inventory
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7. Debt and Credit Facilities

In January 2008, Duke Energy Carolinas issued 3900 miflion principal amount of modtgage refunding bonds, of which $400 million carries a fixed intarest rate of 5.25%
and matures January 15, 2018 and $500 million carries a fixed interest rate of 6,00% and matures January 15, 2038. Proceeds from the issuance were used to fund capital
expenditures and for general corparate purposes, including the repayment of commercial paper, In antidpation of this debt issuance, Duke Energy Carofinas excacyied a sedes
of interest rate swaps in 2007 to lock in the market interest rales at thal lime. The value of these interast rate swaps, which were terminaled prior to issuance of the fixed rate
debt, was a pre-lax loss of approximately $18 miflion, which was reconded as a component of AQCI and will be amortized as a component of interest axpanse gver U life of
the debt.

In Apdl 2008, Duks Energy Garclinas issued $900 million principal amount of morgage refunding bonds, of which $300 million carmes a fixed interest mte of 5.10% and
malures April 15, 2018 and $500 million carries a fixed interest rate of 6.05% and maiures Aprl 15, 2038, Procseds from the issuance will be used to fund capilel expendilures
and for general corporate purposes, tn anticipation of this debt issuance, Duke Energy Carolinas executed & series of intevest rate swaps in 2007 1o loci in the market interest
rates at that time. The value of these interest rate swaps, which were taminated prior o issuance of the fixed rate debt, was a pre-tax foss of appraximately 523 mifkon, which
was recorded as a component of AQCH and will be amodized as a component of interast sxpanse over the life of the debt.

¢n April 2008, Ouke Energy Carclinas refunded $100 milion of tax-exempi auction rate bonds through the issuance of $100 miflian of tax-exempt vanable-rate demand
bonds, which are supporied by a direct-pay letter of credit. The vaniable-rate demand bonds, which are due November 1. 2040, have an initial interesl rate of 2,15% which will
be reset on a weekly bagis.

As discussed in Note 1, in connedlion with the spirroff of Spectra Energy on January 2, 2007, Duke Energy distributed appreximaltely 2 miflion shares of Specira Energy
comman stock to the holders of canvertible notes pursuant la the antidilution pravisions of the indenture agreement, resulting In a charge of approximately $21 million, which Is
racarded in Other Income and Expenses, netin the Cansolidated Statements of Qperations, Duke Energy repurchased all of the outstanding convartible notes in 2007.

Avaiabie Creoll Facifities and Resticlive Debit Cavenants. in March 2008, Duke Energy enlered into an amendment to its $2.65 bilfion master cradit fecllity whereby the
borrowing capacity was increased by $560 million to $3 2 billion. Pursuant to the amendment, the additional credit capadity of $550 million specifically increased the borowing
sub lierits for Duke Energy Ohia and Duke Energy Indiana ta $750 nilion and $700 millian, respectively. Sea table below for the bomowing sub limits for each of the Duke
Energy eniities with borrowing capacity under this credit faciity in May 2008, Duke Energy reallocated the sub &mits under its master credit faciity by increasing the sub imit of
Duke Energy Caralinas $100 million to $900 millian and reducing the sub limits of both Ouke Energy Ohio and Duke Enargy indiana by $50 million to $700 millien and $650
million, respectively. -

The issuance of commerdial paper, latiers of credit and ather borrowings rechioes the amount avalable under the avallable cradit facifities.

Duks Energy’s debl and credit agreaments contain various Enandal and other covenants. Failure fo maet those covenants beyond applicable grace pariads could result in
accelerated due dates and/or termination of the agreements. As of March 31, 2008, Duke Energy was in Gompliance with those covenants. In addition. some credit agreements
may allow for acceleration of payments or tenmination af the agreemants due to nonpayment, of the accelsration of cther significant indebledness of the borrower or some of it
subsidiaries. Nane of the debt or credit agreements contain material adverse change riauses.

At March 31, 2008 and Decembar 31, 2007, approximately $629 million of poilution conirol bonds and approximately $300 miflicn of comwnercial paper, which are
shost-term obdigations by nature, were classified as Long-Term Debt on the Consolidated Balance Shesls dus o Duka Enargy’s interd and abilily 1o wiilize euch bomowings as
long-term financing. As Duke Energy's master credil facllity has non-cancelable terma in excess of one year as of the balance sheet dats, Duke Energy has the ability lo
refinance these short-term abligations an a long-term basis.
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Credit Facilities Summary as of March 31, 2008 (in millions)

Duke Enargy -Corporatisn R
33,200 multi-yesr syndicated (@ M l°1
Duke Enargy Carolinas, LLG

Totali®

(@} Cradit facility contains an oplion allowing borrowing ug fa the fulf amount of the facility on the day of initial expiration for up to one yesr.
{b) Credt fac#ity conlains a coverant raquiring the debi-to~total capitalization ratio fo nat exceed £5% for each borrowar,

{e) Contains sub limils at March 31, 2008 a5 follows: $850 million for Duke Energy, $80C million for Duke Energy Garolines, $750 million for Duke Enasgy Ohio, $700 million
for Duke Energy Indiana and $100 million for Cuke Energy Kentucky, See above for changes to various sub kmits subsequent to March 31, 2608

{dy This summary excludes cerlain demand faclities and committed facllities that are immalerial in size or which generally supporl very specific requirements.

8. Emplayee Benefit Obligations

Qualified Pension Plans
The lallowing table shows the components of the nel periodic pension costs for the Duke Enargy U5, quatified pension plans.

Components of Net Periodic Pension Costs: Qualified Penslon Costs—or the three months ended March 31,

Service cost

Interest ¢ost on projeded ben
Expacted rsfam on plan assefs
Amortization of prior service
Amorlizatidn 6fioss "0
Othar

et perodic pensicn costs

(a) Net periodic quatified pension costs for the lhree months ended March 31, 2008 and 2007 exclude approximately $2 million and 36 million, respectively, of regulatory
assat amortization resulting from purchase accounting associaled with Duke Energy’s merger with Cinargy Corp. (Cinergy) in April 2006,

Non-Qualified Pension Plans
Tha fallswing table shows the componants of the nel periodic pension costs for the Duke Energy ULS, non-qualified pension plana.

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

2008 200

7

Service cost .
Interest oost on pmjeded benaf | ob{
Amoitization ot prior senioe cost T e : il i
Net periodic pension casts §= $ 4
Duke Energy’s policy is to fund amaounts far its L1.S. qualified pensicn plans on an actuarial basis ta provide essets sufficient to meat henefit paymants to be paid o plan
participants. Duke Energy did nof make contributions o #a U.S. quafified or non-qualified pension plans during (he three months ended March 31, 2009 or 2067 and Duke
Energy does not anlicipate making contritutions to its qualified or nosqualified pension plans durng the remainder of 2008. Duke Encegy 2lsa sponsors employes savings
plans that cover substantially ail U.S. employees. Duke Energy expensed pre-tax employer matching contributions of approximetely $27 miltion and $21 miliien in ihe Hvee
months ended March 31, 2008 and 2007, respectively.
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Other Post-Retirement Benefit Plans
The following iable shows the camponants of the nel peiodic post-retirement benefit costs for the Duke Energy U. 5, other post-retirement benefit plans.

Components of Net Periodic Post-Retirement Benefit Costs—~for the three months ended March 21,

20082)  2007(a}

Service cosl
{merest Lost on amumuia!ed f)cst—fellremerﬂ beneit obligation
Expacted feturn on plafi dekels -

Amartization of nat transition I;ability
Amortization of prior.sarvice (creditifeosi
Amartization of loss
Net periodic post-retirement benefit costg:, -

{a} Net periadic ather post-retirement benefil costs for both the three months ended March 31, 2008 and 2007 exclude approwmately $2 miflion of ragulatory assel
amortizatian resulting from purchase accounting associated with Duke Energy's merger with Cinergy in April 2008,

9, Goodwill and Intangible Assets
The following table shows goodwill by business segment at March 31, 2008 and December 31, 2007:

Balance Balance
Dacamber 31, March 31,
2007 2008

U.S. Franchised Electric and Gas -7
Commercid Power
Internafional Energy
Total consalidaled

The carrying amount and accumulated amortization of intangible assets as of March 31, 2008 and December 31, 2007 are as follows:

March 31, Dscember 31,
2008

Emfssion sfowances g
Gas, eoal and power contracts
Dther
Talal gross carrying amounl

Accumulated amartization—gas, coal aiit pokier CoRFaE
Accumulated amortization—aother

* Total sccurnuigted emortizationy k. ¢ 8 £ P St ek BES(ASS
Total intangitle assets, net o3 3 I

Emission allowances in the table above include emission allowances acquired by Ouke Enefgy as part of the merger with Cinengy, witich were recocded at faic value on
tha date of the merger, and emission aliowances purchased by Duke Energy. Additionally, Duke Energy is aflocated certain zero cost amission aliowances on an annual basis.
Carrying vailie of emizsion allowancss sold or consumed during the three months ended March 31, 2008 and 2007 were $29 milion and $35 milion, reapeclively. See Note 3
for a discussion of gains and losses on sales of emissicn sllowances by Commescial Power dunngthe«wee maonths ended anch 31, 2008 and 2007

17

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



Table of Contents
PART 1
DUKE ENERGY CORPORATION
Notes To Unaudited Consolidated Financial Statements—={Contlnued)}

A:'\mt_:'fj.miﬂﬂ Expgq&e for gas, coal and power contracts and olher intangilie assets for the three months ended March 31, 2008 and 2007 was approximately 37 million
and $14 millidn, respa; ‘VEIy.

|n sonnection with the merger with Cinergy in April 2008, Duke Energy recorded an intangible Kability of agproximately $113 milion assotiated with the market based
standard sendca offer (MB550) in Ohio, which fs being recognized in eamings over the remaining regufalory periad that ends on December 31, 2008, During the (hree manths
ended March 31, 2008 and 2007, Duke Energy amarlized approximately $17 mitfion and less than 31 million, resgectively, to income related to this intangibie liztdlity. The
carrying amaunt of this intangible liability was approximetely 350 milion and $67 million i March 31, 2008 and Dacembar 31, 2007, respeciively. Duke Energy alsa recordsd
approximately $56 million of intangible liabilities associated with other powar sale contracts in connection with the marger with Cinergy. The carrying amount of this intangible
liability was BI?PTOKIMSIBW $21 millicn and $22 million ai March 31, 2008 and December 31, 2007, respactively. During the three months ended March 31, 2008 and 2007, Duke
Energy amortized approximately $1 mitlion and $4 million, respoctively, to incoma related to these powser sale contracls.

10, Severance
. During the three manths ended March 31, 2008 and 2007, Duke Energy recorded severance changes undar its angoing severance plan of approximetety $1 miion and 32
million, respecdiively. Future severance costs under this pian, if eny, are cuirertly not estimabte,

Severance Reserve

Batance at Provision!
Docomber31, 2007 Adjustmants

Chara) - P S

i

(a) Saverance provisions are expected to be paid within one year from the dade thal the provision was recorded,

11, Discontinued Operations and Assets Held for Sale
The following 1able summarizes the results classified as Income From Discontinued Operations, net of tax, in the Consolidated Statements of Operations,

Discontinued Operations {in millions)

Operating licoms (Loss) Net Qain {Loss) on Dispositions
Pre-tax ncome Opersting Pra-tax Gain fLoss) Income From
Operating Tax Income {Loss) on Discontinued
Operating {Loss) {Benefit) fLass), Income on Income Tax Dispositions, i
N Revenues ncome Wet of Tax
Thrce Months Ended ST g : s
_“Mareh 31,2008 - ‘ L
Cammercial Power ]
Internétional Energy v
Other
_  Totalchnsofidated - §--
Threa Months Ended
March 31, 2007
Commercial Pawar R R - S 7 G
International Energy 3 ’
Othec . .. 0 . R P & § S e L
Tutal consolidated 3 3 E‘“ 16 3 [ § %

The following table presents the carrying values of the major dasses of Assats Held for Sale and associated Liabiliies Assaciated with Assets Held for Sale inthe
Consofidated Balance Sheets as of March 31, 2008 and December 31, 2007. Assets held for sale and liabifties azsociatad with assets held for sale at March 31, 2008 reista io
Duke Energy's 480 Megawatt (MW) natural-gas fired peaking generafing station located near Brownsville, Tennessee. In February 2008, Duke Energy eered info an
agreement to 58l this natural gas-fired peaking generating station jo Tennesses Valley Authority for approsimately $55 million. This transaction, which was subject 1o
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FERC and olher regulatory approvals. closed in April 2008 and resukted In Duke Energy recagnizing an approximale $23 million pre-tax galn o1 ddasing. Assels Held for Sale

and Liabifties Associated with Assets Held for Sale & December 31, 2607 primarlly relate to Duke Energy bndiana’s Wabash River Power Station, the sale of which was

compleled in January 2008 (see Note 3).

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

March M, Docamber 3,
2008 2007
Currant assets
Property. plant and agquipment, ret
Tutal asgeis Hekd for sale . ko ] A
Current liabilities $ —_ 3 114
Defarced credils and other Babllities SF o o f - Sps 3
Total liabilities associated with assets held for sale 5 -— § 117

Theee months ended March 31, 2007

Amounts included in Income From Discontinued Operations, nal of tax, primarily consist of the following:

GCommercial Power. Due 1o the expiration of carlain tax crecits, Commercial Power ceased #l synthetic fuel (synfuel) operstions as of December 31, 2007, Accordingly,
the fe:"-“ts of operations for synfuel have been reclassified to discontinued operatians for the fhree months ended March 31, 2007, See Nota 14 for further inforwalion un the
synfuel operations.

12. Risk Management Instruments

As diseussed in Note 1, on January 1, 2008, Duke Energy adopted FSP Ne. FIN 38-1. In accordance with FSP No. FIN 39+1, Duks Energy offaets fair velue amounts (or
amounts that approximata fair value) recagnized on its Consalidated Balance Shests raizled fo cash coliateral amounts recaivabls or payable against fair value emounts
recognized for derivative insiruments executad with the same coumterparty under ihe same master netting agresment. Amaunts presertad in the fable below exolude cash
collatesal amounts which are dizclosed separately in Mats 1,

The folawing fable shows the camying value of Duke Energy‘s desivalive portfofie as of March 31, 2008, and December 31, 2007

Net Derivativa Portfolio Assets {Liabililes] reflected In the Consolidated Balance Shoets: (in mitans)

Margh 31, Dacember 31,
2008 o 2wy
Hedging
Undesignated
Total L R % o 'g"_l,,' Ei

The amounts in the table above reprasent the combination of amounts included in the Consolidated Balance Sheets as a componan of Other within Gurent Agsets, Other
within Invesiments and Other Assats, Other within Current Lishilities and (iher within Deferred Credits and (iher Liabiftias.

The $14 millicr decrease in the fair value of the hadging portfolic is due primarily to changes {n markel rates of farward starting imlerest rate swaps,

The $49 million increase in the fair valua of the undesignited derivative portfolic is due primarily to unnealized mark-la-marke! gains within Commercial Powes, primarily as
a resull of increasing coal prices,
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Commudity Cash Flow Hadges. As of March 31, 2008, approximately $38 milfon of the pre-tax unreafized net losses on derivaiive insiruments retated 10 commondity
cash fiow hedges included on the Consolidated Balance Sheet in Accumulated Other Comprehensive Loss are expected 10 be recognized in eamnings during the nexd 12
manths as ihe hedged fransactions ocewr, Howaver, dus to the volatility of tha commadities markets, the comesponding values in Accumulated Cther Comprehensive Loss will
likely change prior 1o its reclassification into eamings.

No gains of losses dus {o hadge inaffactivaness were recarded during the three manths ended March 31, 2008 or 2007. The amount recognized for transactions that no
longer qualilied as cash fiow hedges was not material for either the three months endad March 31, 2008 or March 31, 2007.

Commaqdity Fair Value Hedges. No gains or osses due to hedge ineffectiveness were recorded dwing the threa manths ended March 31, 2008 or 2007.

See Nate 16 for addifional information related to the fair vaius of Duke Energy’s derivative instruments.

13. Regulatory Matters

Regulatory Merger Approvals. On April 3, 2008, the mearger between Duke Energy and Ginergy was consummaled to create a newly farmed company, Cuke Energy
Helding Carp. (subsaquently renamed Duke Enengy Carparation). As & condition ta the merger approval, the Public Liiliies Commrission of Ohio (PLCO), the Kentucky Public
Sonvice Commission (KPSC), the Public Service Commission of South Caroline (PSCSC) and the North Carolina Wililies Commission (NCUC) required thal ceriain marger
related savings be shared with consumers in Ohio, Kentucky, South Cerdline, and North Carolina, respectively. The commissions also required Duke Energy Holding Corp..
Cinergy, Duke Energy Ohic, Duke Energy Kentueky andicr Duke Energy Carolines to maet additional conditions. While the merger ilself was not subject to approval by the
IURC, the IURC approved certain affiliate agreemants in connection with the merger subject to similar cenditions. Key elements of these conditions inciude:

*  The PUCO required thal Duke Energy Qhio provide (i} a rate reduction of approximatsly $15 milfion for one year to facililate economic development in 2 time of
intreasing rales arxd market prices and {ii) a reduchion of approximately $21 milion to is gas and eleclric consumers in Ohlo for one year, with bath credits baginning
Jangary 1, 2096, Dunng the first quarer of 2007. Duke Energy Ohio completed its merger related rale reductions and #ed a neport with the PUCO fo ieminate the
metger credit riders, Appraximately $2 million of the rale redudtions was passed through to customers duning the three months ended March 31, 20a7.

+  The KPSC required that Duka Erdrgy Kenlucky provide 38 milion in rate reductions to is customers ovar fiue years, anding when new rales are established in the
next rate case after January 1, 2008, Appraximately $1 million of the rala reduction was passed through to customars during each of the three months ended
March 31, 2008 and 2007.

« The PSCSC required thal Duke Energy Carolinas pravide 8 $40 millon rate raduction for ane year and a three-year extension to the Bulk Powar Marketing (BFM)
profit sharing arrangement, The rale reduction ended May 31, 2007. Approximataly $8 million of the rate reduclion was passad through to cusiomers during Lhe fwee
months ended March 31, 2007,

+  The NCUC required that Duke Energy Caralinas provida {i) a rate reduction of approximately §118 million for its North Carclina customars through a cradit rider 1o
existing base rates for a ane-ysar period follawing the close of the merger and [ji} $12 miflion to suppor various law income, environmental, sconomic de
and educationally beneficial programs, he cost of which was incured in the second quarier of 2006, The rate reduction ended June 30, 2007. Approcdmately $39
million of the rate reduction was passed ihrough to customess diring the three months ended March 31, 2007.

* Iniis order approving Duke Energy’s merger with Cinergy, the NCUC siated that the merger will result in a significant change in Duke Energy's organizatienal stuclure
which constitutes a compelling factor that warrants a general rate review. Themfore, a3 a condilion of ils merger approval and no later than Juna 1, 2007, Duke Energy
Carolinas was required 10 file a genaral rate case or damonstrate that Duke Energy Carolinas' existing rates and charges should nat be changed (see discussion u
“Duke Energy Carolinas Rate Casa” below). :

« The {URC required that Duke Energy Indiana provide a rale seduction of $40 million 1o ks cuslamers over & one year period and $5 nwilion over a five year pericd fos
tow-income energy assistance and clean coal technology. in April 2006, Gitizens Adtion Coalition of Indiana, I, an intervenor in the merger proceeding, fled a
Verifiad Pefition for Reheaning #nd Reconsideration claiming ihat Duke Energy Indiana should ba ordered to provide an additional $5 millian in rate reductien to
custamers ta be consistent with the
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terms of the NCUC's ardeér appraving the merger. In May 2006, the RIRC demied the pelition for rehearing and reconsideration. As of Apst 30, 2007, Duke Enemy
Indiana had completad its merger related reductians and filed a notice with the IURC to terminade the merger credil rider. Approximately $12 milion of the rale
redudtion was passed thraugh to cuslomers during the three months ended March 31, 2007,

« The FERC appraved the merger withaut congitions.

Used Nuclear Fuel. Under provisions of the Nuclear Waste Policy Act of 1992, Duke Energy contrected with the Department of Energy [DOE) for the disposal of usad
nuciear fuel. The DOE failed to begin accepting usad nuclear fuel on January 31, 1998, the date specified by the Nuciear Waste Policy Act and in Duke Enargy's contracd with
the DOE. Duke Energy will confinue to safely manage its used nuclaar fuel untll the DOE accepts i. In 1998, Duke Energy filad a daim with the U.S. Courl of Federal Claims
against the DOE related 10 1he DOE's failure 1o accepl commerdal used nudear fuel by the required date. Damages daimed in the lawsult were based upon Duke Energy’s
coats incurred as a result of the DOE's partial matarial braach of fis contrad, indluding the cosl of sacuring additional used fuel storage capacity. Payments made io tha DOE
for expected future disposal costs are based on nuclaar autput and are included in the Consclidated Stalements of Qperaticns as Fudl Used in Eleciric Generation and
Purchagsed Power. On March 5, 2007, Duke Enargy Caralinas and tha DOJ resched a setlemant resolving Duke Energy’s usad muclaar fuel litigation against the DOE. The
agreement provided for an initial payment 1o Ouke Enargy of approximately $56 milion for certain storage costs incurred through July 31, 2008, with additional amounis
reimbursed annually for future starage costs. The setfament agreement resulted in 8 pre-tax eamings impact of approximalaly $28 mwlkicr during the three months ended
March 31, 2007, of which approximalsly $18 milicn and $7 million were recanded as an offsed 1o Fuel Used in Eleciric Generation and Purchased Power, and Operalian,
Mainlenance and Cther, respectively, in the Consolidated Statementa of Operations, with the remaining impact reflected wilhin Inventory and Property. Plant and Equipment in
the Consalidated Balance Shests.

.8, Franchised Electric and Gas. Rata Refated information. The NCUC, PSCSC, HURC and KPSC approve rates for refall eleclric and gas services within their stales.
The PUCC approves rates for retail gas and slectric sendce within Chio, excepl that non-regulaled sellers of gas and electric genevaiion also are allowed to operate in Ohio
{see "Commercial Power” bejow). The FERC s ratas for slaciric sales fo wholessle customers sarved undar casl-based rales.

North Carolina Clean Air Act Compfiance. E 2003, the state of Narth Caroling pagsed claan air legialation thal froze elechie fates from June 202002 to
Degember 31, 2007 (rale freaze subject to cerlain conditions, in order for Carolina electric ullibes, i Dhyke: E rolinas, 1o vexhucs
emissions of sulfur dioxide (S02) and 1y n oxidas {NOw] from coalfired power plants in the stale, The legiskation aliows elaciric . including Ouke Enerdy Carslinas, 1o
accelerate lne recovery of compliance by arnomzia";mr:g UYEM SEven Ylears 2003-2009). The I:?lslatmn provides for significant ﬂe:? l&mihe amount of annual
smortization recorded, allowing uiilitias 1o vary ihe amortized, within limits, although the l%@ﬂ does ule‘thaé @ minimum, of 70% of the originally sstimated {olal
cosl of $1.5 bifion ba amortized within 1ha mle freeze period (2002 10 2007). As iscussnd uher . under the Partial Seifernent of the Duke ;:aml;gas_mle CA5a,
effective January 1, 2008, Duke Energy Carolinas discontinued the amontization of the enviranmenta! compliance costs pursuant ta Morlh Carolina clean air ation and
began capitalizing all envwonmental cimpliance costs above the cumulave amortization charge. Fram inception through December 31, 2007, Duke nas
racarded amoriization exre_nse related 1a this clean air legislation of $1,050 milion, with appro:umale% £56 million recorded during the threa ronths anded March A1, 2007, Ag
of March 31, 2008, cumulative expendituras totaked xmataly §1,343 million, with 2 mﬂn%ﬁ' mition and $127 millkon incurred during the three months ended
March 31, 2008 and 2007, respectively, which areinauded wiltin capital expenditures i Cash 1 In Investing Activities on the Consclidafed Stalements of Cash Flaws.
In fillnga With the NCUC, Duke Energy Carcinas has esimaled the casts to comply with the lagislation a3 a?‘pmmmataly §1.8 billion {ax any allowanca for funds used
duning construction {AFUDC) associated with the nop-amortized capial expendifures), Actual costs may be highar or lower than the esiimate based on changes in construction
gosts and Duke Energy Carglinas’ continuing analysis of its overall snwiwonmentel jance ptan. As rsauired by the legislation, the NCUC considered tha reasonableness of
Duke Energy Carolinas' enviranmental compliance plan and the method for reco the remaining costs in a proceeding  initiated and consclidaled with & revieve of Duke
Energy Larolinas’ base rates (see “Duke Energn%aroinas Rate Case’ belom. MGnﬂﬂ;, federal and slate anvironmenta regudations, induding, ameng olher things, the
Clean Air Interstate Rule (CAIR) and a likely rederal mercury ruls, could resull in additional costs 1o reduce emissions from Duke Energy's coal-fired power planis.
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Dvke Ensrgy Carviinas Rate Case. 1 June 2007, Duke Energy Carolinas filed an application with the NCUG seeiding authority lo increase ita rates ara charges for dectric
service in North Carclina effaclive January 1, 2008. This application complied with a condiiion imposed by the NCUC i approving tha Cinergy merger. On October §, 2007,
Duke Energy Cardlinas filed an Agreemert and Stiputation of Parlial Setlement (Partial Setilement), a setlemenl agreement among Duke Energy Carolinss, the NCUC Public
Staff, the North Carclina Allomey General's Office, Carolina Utility Customers Assadation Inc., Cardling Industrial Gmuptm Fair Uility Rates (Il and Wal-Man Stores Easl LP,
for consideration by the NCUC. The Parlial Seltlemant, which includes Duke Energy Carolinas and afl inlervening parties to the rale case, refiected agraements on ol bul a few
issues in ihese matters, including two significant issues. The two significant issues related ko the freatment of ongoing merger cost savings resulting from the Cinergy merger
and the proposad amertization of Duke Energy Cardinas’ development costs related to GridSoutih Transco, LLC {GrdSouth), a Regional Transmission Organization (RT0}
planned by Duke Energy Carolinas and other ulitity companies as a resull of prevdaus FERC mulemakings, which was suspended in 2002 and discontinued in 2005 as 8 resuli of
mgulatory uncertainly. The Partial Settlement and the remaining dispuled issues wers presenied to the NCUC for a niding.

The Partial Setlement reflected an agreed to reduction in nel ravenuas and pre-iax cash flows of approximately $210 militon and corresponding rate reductions of 12.7%
to the industrial dass, 5.05% - 7,34% to the general class and 3.65% to the residential class of customers with an eflective date of January 1, 2008, Under the Partial -
Settlament, effective January 1, 2008, Duke Enargy Carclinas discontinuad the amertization of the environmerntal comgiiance costs pursuant to North Caralina clean air
legistalion discussed abave and began capitalizing all environmental compliance custs above the cumidative amorization charge of 51,05 billian 2s of Dscember 31, 2007.
Over the past five years, the average annual clean air amartization was $210 millian, The Partial Settiement was designed {6 enable Duke Energy Carolinas to eam a rate of
retum of 8.57% on & North Carclina retail jurisdictional rate base and an 11% relum on fre commion equity camponent of the approved capitat siructure, which consits of 47%
debt and 53% common equity. As part of the sefttement, Duke Energy Carclinas agroed {o alter the then existing BPM profit sharing arrangement that currantly intiuded a
provision 1o share 50% of the North Carclina retall allocation of the profils from certain wholesale sales of bulk power from Duke Energy Carolinas’ gensrating units at market
based rales. Under the Partial Settlement, Duke Enargy Carclinas wili share 90% of the North Carolina retsil allocation of the profits from 8PM transactions baginning
January 1, 2004,

The NCUC issued its Order Approving Stipulaion and Deciding Non-Settied 1ssues on December 20, 2007, The NCUG approved the Partial Seitlament in its erdirely. The
merger savings rider and GridSouth cost matiers are discussed in delail below, For the remaining non-asitied issues, the NCUG decided in Duke Energy Carlinas” favor. With
respedt 10 the non-settied issuas, the Order required that Duke Enengy Carolinas’ test pesiod oparating costs reflect an annualized level of the marger cast savings aciually
expenienced in the test period in keeping with tradittona! principles of rMemaking. The NCUC explsined that because ralos should be designed 1o recover a reascniable o
prudend level of ongoing expenses, Duke Energy Carclinas’ annual cost of servive and revenue requirement should reflect, as closely as possible, Duke Energy Carofines’
aclual costs. Howaver, the NCUC recogrized that its treatment of merger savings would aot produce a fair resull. Therefore, the NCUC preliminartly eoncluded thet it would
reconsider certain languags in its 2006 mearger arder in order 1o sllow i to authorize a 12-month inccemant rider, beginning January 2008, of approimately $50 miflion designed
to provide @ mare equitabla shadng of the actual merger savings achieved on an ongoing basis. Additionally, the NCUG concluded that appraxdmately §30 million of costs
incurred through June 2002 in connection with Grid South and defermed by Duke Energy Carolinas, were reasonable and prudent and approvad a ten-year amortization,
refroactive to June 2002, As a rasult of the retroactive impact of the Order, Duke Energy Carolinas recorded an approximate $17 million charge to wrile-aff a portion of the
Grid South costs in the fowth quarter of 2007. The NCUC did not silow Duke Energy Carolinas a return an the GridSouth investments. As a resut of s decision on the
non-settled issues, the NCUG ardered an additional reduction in annual revenues of approximately $54 million, offset by its prefiminary authorization of a 12-manth, $80 mikion
increment rider, as discussed above. The Order witimately resulted in am overall average rats decraase of 5% in 2008, mcreaslng 10 7% upon expiration of this one-ime rate
rider. On February 18, 2008, the NCUC issyed an order confirming their preliminary conclusion regarding the merger savings ridar, This order reaffimmed the prior tentative
condlusion that the pmvismns of the Merger Crder will nat praduce a fair sharing of tha banafits of estimated merger savings between ratepayers amd shareholders and, for thaf
reason, Duke Energy should be autharized to implement a 12-manth increment rider 1o collect $80 million.
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On Decemnber 12. 2007, the PSCSC directed the South Carolina Office of Reguiatory Stafl (ORS) to provide a wiitlen report concaming the NCUC's resolution of Duke
Energy Carclinas’ rale appkealion and ils relevance to Duke Energy Carolinas’ rates in South Carclina, On January 31, 2008, the ORS fied ifs repord with the PSCSGC, which
conciuded thal the oulcome of the North Carclina rate case had no bearing on Duks Enesgy Carolinas’ rates in South Carolina, The PSCSC has ot taken any action with
respact 1o the raport fled by the ORS.

The NCUC has requested thal the Public Stalf parform a review of Duke Energy Cardlinas pension and other past-retiremant benefil plan costs, as well as Duke Ensrgy’s
funding of ihe plans, Al this time, Duke Energy Cardlinas does nat anticipate thal the oulcome of this review will have a malarial impadt on its financial posiion, results of
oparations or cash flows,

Duke Energy Ohio Eleclic Rale Fifings. Duke Energy Ohio aperales under a3 rede stabilizaion plan {RSP), a MBS30 approved by the PUCQ in November 2004, In March
2005, the Gifice of the Ohio Consumers’ Council (OCC) appoaled the PUCC's approval of the MESSO to the Suprema Court of Obio and the Courl issued ils decision in
Nevember 2008, 1 upheld the MBSSO in virtually every respect but remanded to the PLICO on two issues. The Court orderad the PUCC lo suppoart a certain portion of its order
with reasoning and record evidence and to reguire Duke Enargy Ohio to disclose certain confidential comwmrencial agreements with other paries previously requestad by the
OCC. Duke Energy Ohio has complied with tha disclosure ordar.

In October 2007, the PUCOQ issued its auling affirming the MBSS50Q, with certain modifications, and maintaining the current price. The ruling provides for continuation of the
existing rate companents, induding the recovary of costs related to new polfution control equipment and capacity costs associalad with powes purchase contracts to meet
customer demand, but provided cystomears an enhanced oppartunity to avoid certain pricing components if they are served by a compelitive supplier, The niding also aftempiad
{o modify the statuory requirement that Duke Enengy Chio transfer ils generating assets to an exempt wholesale ganerator (EWG) and ondered Duke Energy Ohio to retain
ownership for the remainder of the RSP period. The nufing also incormectly implied thet Duke Enengy Ohio’s nonresidential regulatery transition change (RTC) will terminate at
the end of 2008. On November 23, 2007, Duke Energy Chio filed an application for rehearing on the portions of the PLIC('s ruling relating to whether certain pricing
companents may be avoided by customers, the right lo transfer generating assets, and the termination date of the RTC. On Decamber 19, 2007, the PUCO isauad ils Entry on
Rehearing granting in part and denying in part Duke Energy Ohio's Application for Rehearing. Among other things, the PUCD madified and clarified the applicabilfity of various
rale rickers during custamer shapping situations. It also dahed thal the residential RTC terminates at the end of 2008 and that the nonresidantial RTC terminstes at the end of
2010 and agreed to give further consideration to whether Duke Energy Ohio may transfar ils generating assets to an EWG,

OQn February 15, 2008, Duke Energy Ohig filed a notice of appeal with the Ohip Supreme Court chalienging a porticn of the PLICLY's dacision an remand regarding Duke
Energy Ohio's RSP. The Detober 2007 order permits nonresidential customers {o avcid certain charges aasociated with the casts of Duke Energy Ohio slanding ready 1o sarve
such customers if they retum aftar being served by another supplier. Duke Energy Ohio believes the PUCO exceeded its authority in madifying the charges thet mey be
avoided, resulting in Duke Energy Ohio having to subsidize Ohio's competitive eleciiic markel. Duke Energy Chio has asked the Suprama Court 16 reverse the PUCO ruling
and require that non-residential customners pay the charges associated with Duke Energy Ohio standing ready 1o serve: them should they retum from a competitive supplier. On
March 28, 2008, Cuke Energy Ohic voluntarily withdrew its appeal. The OCC fed a nolice of appaal challenging the FUCQ's Octotar 2007 decision as unlawful and
unreasonable, The OCC and Chio Pariners far Affordable Erergy (OPAE) also filed appeala from the PUCO's November 20, 2007 order approving Duke Energy Ghio's
MBS0 riders. Duke Energy Ohic has intervened in each appeal. Pending the Ohio Sugreme Court's consideration of its initlal appaal, the OCC hes requasted that the PUCO
stay implemantation of the Infrastructure Maintenance Fund charge to be collected from customers approved in the October 2007 arder. On April 14, 2008, Duke Encrgy Chio
filed & moticn te intervens in OCC's appeal and on Apd 30, 2008, the Ohio Supreme Courl gramled such mation to intervene. At this time, Duke Energy Ohio cannot predict
whether the Ohio Supreme Courl will reverse the PUGO's decision or whather the PUCO will grant the OCGC's request for a atay. Additionally, Duke Energy Dhio cannat prediel
the cutcome of tha MBSS0 rider appeal; however, Duke Energy Ohio does nol anticipate the resolution of this matier will have a material impact on its results of operations,
cash fiaws or financial position. -

In August 2008, Duke Energy Ohic fited an application with tha PUCO te amend its MBSSO through 2010. The proposal provides lor continued elactric system reliabiity, 8
simplified market price structure and ciear price signala for customars, while halping to maintain 2 stabls ravenue stream for Duke Energy Ohio. On November 30, 2007, due to
new legisiation pending in the Ohio General Assembly ragarding the pricing of competiiive retail generation services, Duke Energy Ohio requested PUCD approval, which the
PUCO granled, to withdraw the Duke Energy Ohia its application ta amend its MBSSO, Mew legislation (SB 221) was passed on Aprit 23, 2008 and signed

23

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



PART §
DUKE ENERGY CORPURATION

MNates To Unaudited Consolidated Financial Statements={Continued)

by the Governer of Ohis on May 1, 2008, The new law codifies the PUCD's autharity to approve an electic ulifity’s standard service offar through an electric saciuity plan
(ESP), which would allow lor pricing structures similar to the current MBSSO. Blectrie utifties are required to file an ESP and may also file an application for a market rate
option at the same time. The market rate option is a prica determined through a competilive bidding process, i a market rate oplion price is approved, the utility would tiend in
the MBSSQ or ESP price with the markat rate oplian price over @ two- 10 tenryear pariod, subject to the PUCO's discretion. SB 221 provides for the PUCO fo approve
non-by-passable charges for new generation, including consiruction work-in-process (CWIP) from the outset of consiruclion, as pert of an ESP. The pew faw grants the PUCO
discration to approve single issue fate adjustments 1o distribution and transmission rates and establishes new altemative energy and renewable resources portfolio standards,
such that the utility’s porifolio must consist of at least 25% af these resources by 2025, S8 221 also provides a separale requirement for energy efficiency, which rust reduce
22% of the utility's load. The uiility’s eamings under tha ESF are subject to an annual eamings lesl and the PUCO must order a refurtd if it finds that the utilily's eamings
significantty exceed the aamings of benchmark companies with similar business and financial risks. The samings test acls as & cap to the ESP price. 5B 221 alsa limils the
abiiny gf a utility to transfer its dasignaled generaiing asseis to an EWG absent PUCO approval. Duke Energy Ohio plans 1o file a new generation pricing formuta before the
MBSSQ expires,

Duke Enargy Ohio is currenlly preparing an ESP filing under S8 221, This filing will adkiress pricing for generation service beginning January 1, 2009, when the curnent
RSP is schaduled to expire. The plan will alse provide lar pricing for the advanced energy, renewables and energy efiiciency portfolio standards that Duke Energy Ohic is
required to meat under SB 221. Duke Energy Ohio expects to make the filing on or shortly 2fler the effective date of the new legislation, At this ime, Duke Energy Ohio cannot
aredict tha outcome of this proceeding,

Duka Enargy Chio Gas Rate Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas service. Duke Enargy Ohio
sought an increase of approximately $34 miltich in revenue, or approximately 5.7%. to be effactive in the spring of 2008. The application alse requasts approvel to continue
tracker recovery of cosls associsted with an acceleraled gas man replacement program. The PUCO accepled the application for fing in September 3007, The staff of the
PUCO issued a Staff Report in December 2007 recommending an increase of approximately 514 milion to $20 milion in revenue, The Staff Report also recommended
approval for Duke Energy Ohio to continue tracker recovery of costs associated with an accelerated pas main replacement program. On February 28, 2008, Duke Energy Ohio
reathed 8 setilement agreement with the PUCO Staff and all of the intervening parties on its requrest for an increase in natural gas base rates. The seitlement calls for an
annual revenue increase of approximalely 518 milion in base ravenus, or 3 parcent over current revenue, and permits cantinued recovery of costs Through 2012 for Duke
Enargy Chia's accelerated gas main replacement program and permits recovary of carrying costs an gas stored undesground via is monthly gas cost. adjustment filing. The
setflement is subject lo the review and approval of the PUCO. An order is sxpecied in the second guartar of 2008.

Gike Energy Kenluchy Gas Rate Cases. in 2002, the KPSC approvad Duke Energy Kentucky's gas base rale case which inchuded, amony other things, recovery of costs
assnciated with an acceleraled gas main replacement program. The approval authorized & tracking mechanism to recover certain cusls including depreciation and a rate of
raturn an the prograny's capial expenditures. The Kentucky Attornsy General appealad to the Franidin Circult Court the KPSC’s approval of the iracking medhanism as well a8
the KPSC's subaequent approval of annual rate adjustments under this tracking mechanism. In 2005, both Duka Energy Keatucky and the KPSC requested that the cowrd
dismiss these cases.

In February 2005, Duke Energy Kentucky filed a gas hase rate case with the KPSC requesting approval fo continue the iracking mechanism and for 2 $14 mifion annual
increase in base rates. A portion of the increase is aftributable 10 racovery of the current cosl of tha acoslerated gas main replacement program in base rates. In Decamber
2005, the KPSC approved an annual rate incfeass of $8 million and re-approved the iracking mechanism through 201, In February 2008, tha Kenlucky Atlerney Genaral
appealed the KPSG's order to the Frankiin Circuit Coun, claiming that the order impraperty allows Duke Ensrgy Kenluchy to increase its rates for gas main replacemant costs in
between general rate cases, and alsa claiming that the order Impropedy sllows Duke Energy Kentucky %o eam a return on investment for the costs recovered under the tracking
mechanism which permits Duke Energy Kentucky to recover its gas main replacement costs.

in August 2007, the Franklin Circuit Ceurt consolidated all the pending appests and ruled that the KPSC lacks legal authority to approve the gas main replacement
wracking mechanism, and any ather annual rate adjustments snder the tracking mechanism. To date, Duke Energy Kenlucky has collecied approximately 38 million in annual
rale adjustmants under the fracking mechanism. Duke Energy Kentucky and the KPSG have appealad thesa cases to the Kenlucky Court of Appeals and Duke Energy
Kentucky continues fo utllize tracking machanisms in ils bitled rates to customers. Al this time, Duke Energy Kenlucky cannat predict the cutocome of these proceedings.
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Norin Carofina Drought Recovery. On March 4, 2008, Duke Energy Carctinas announced thal due to persistent drought conditions it has purchased up to 520 MW of
additional generating capacity 10 help ensure customer alacticity nesds are met during 2008. In addition, Guke Energy Carcinas filed an application with the NCUC ta recover
the Morth Carolina retail allocable portion of costs associated with the purchase of this pawer.

Energy Efficiency. In May 2007, Duke Enengy Carolinas filad an energy efiiciency plan with the NCLIC that recagnizes energy effiviency as a relable, valuable resource
that is a “fifth Tuel,” that should be part of the portfalio avallabie to mest customers’ growing need for electiidity alang with coal, nuclear, natural gas, or renewabis snergy. The
plan wovid compensate Duke Energy Carclinas for verified reductions in energy use and be available to all cusiemer groups. The plan cordains groposals for several difierent
enargy efficiency programs. Customers wautd pay for anergy sfficiency programs with an energy efficiency rtder that would be included in their power bill and adjusted anauslly.
The energy efficiency rider wouid be based on the avolded cost of generstion not needed a5 a result of the success of Duke Energy Carclinag’ energy efficlency effarts, The
plan 15 consistert with Duke Energy Carclinas’ public conmmitment Ip invest 1% of its annual retall ravenuss from the sale of electriaty in energy sfficiency programs subject to
the appropriate reguiatory treatment of Duke Energy Carolinas” energy efficiency invesiments. A hearlng is scheduled to bagin July 23, 2008,

On September 28, 2007, Duke Energy Carolinas filed an epplication with the PSCSC seeking approval to implement new energy effidiency programs in South Carolina,
Duke Energy Carclinas’ South Caroiina application is based on the application filed in Morth Carolina, In advance of the evidentiary hearing held February §-8, 2008, Duke
Energy Carolinas reachad settlement agreements with the South Candlin2 ORS. Wal-Mari, Piedmont Natural Gas and the Scuth Carclina Energy Users Committee. Cortain
environmantal groups that were also intervenars on the proceeding did not jein any of tha seftlemants. This agreement calls for Duke Energy Cardlinas {o bear the cost of the
pregrams and allow far recovery of 85% of the avoided generation chenges.

{implemantation of these plans is subject to approval from the NCGUC and PSCSC. As a result, Duke Energy is not able to estimate the impact this plan might have on jts
consolidated rasults of operations, cash llows or financial position,

On July 11, 2007, the PUCQ approved Duke Energy Ohio’s Demand Side ManagementEnergy Efficiency Program (DSM Program). The DSM Program consists of ten
residential and twe commercial programs, implementation of the programs has begun. The programs were firel proposed in 2006 and were andorsed by the Duke Enegy
Community Fartnershia, which is a collaborative group made up of representatives of organizations interested in energy conservation, sfidency and assistance to lowsincoma
customers. The program cosis will be recouped through a cost racovery mechanism that will ba adjusted anauaky 1o reflect the previaus year's achivity, Duke Enengy Ohiois
permitiad 1o recover lost revenues, program costs and shared savings (ance the programs reach 65% of the largeted savings bevel) through the cost recavery mechanism
baged upon impact studies to be proviged to the Stalf of the PUCO.

in Odobar 2007, Duke Energy Indiana fled its pefition with the URC requasting approval of an afiermative reguialory plan 1o increase ds snengy efficiency furts inthe
state. Similar to the plans in North Carefina and South Carolina, Duke Energy Indiana sesks approval of a plan thal will be avadabls to ail customar groups and will compensate
Duke Energy |Ingiana for verified reductions in energy usage: LUinder the plan, custemars would gay for snergy efficiency programs through an energy eficiency rider that woutd
ba included in their power bill and adjusted annually through a proceeding before the IURG. The energy effickency rider will be based on the avoided cost of goneration not
needed as a result of the success of Duke Enengy Indiana’s energy efficiency programs. The IURC is expecied to consider the pefition in an evidentiary hearing in August 2008.

On November 15, 2007, Duke Energy Kerducky filed its annual application to conlinue existing energy efficiency programs, consisting of nine residential and two
commercial and industrial grograms, and to true-up its gas and etectric fracking machanism for recoveny of lost revenues, program cosls and shared savings. On Fabruary 11,
2008, Duke Energy Kentucky led a motion to amend ils enargy sfficiency programs and apphied 1o Feinstitute a low incoms Home Energy Assistance Program. An order on
both Wicﬁh%?oﬁxmdén Egie gl "ﬁ{f-.? 0{200?' slation which became effective May 3, 2007. Key elemants of the legislalion include expansion of te annual fusl

B X argigna aner ] .
clause w : ism to includa reoqverypgfscosts of mme%?g.s ., BIVMDMA, i'nes'tr:)ene) that ara agnsumad in Il}'e operation of Bt:k!m Energy Carolinas’ 502 and NOx control
technologies and the cost of certain émission allowances used to mest envi raquirementis. The cost of reagents for Duke Energy Carchinas in 2008 is expecied 1o ba
oximately $30 milion. With the enaciment of this lagislation, Duks Energy Caralinas wifl be allawed 1o recover tha South Caroling of these costs, Incurred on or afler
ay 3, 2007, through the fuel clause, Tha legislation alse includes provisions to provide assurance of cost recovery related to a ubility's incurrence of prﬂad development oosts
assockated with nuclear baseload ganaration, cos recovery assuranse for construclion costs associated with nucléar or coal baseload genseation, and the ability lo recover
financing costs for new nuclear baseload generation
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in rates during construclion. The North Caralina General Assembily also passed comprehensive energy legislation in July 2007 that was signed into law by the Govemor on
August 20, 2067. The Nosth Garolina legislation aliows utilities to recover the costs of reagants and cerlain purchased power casis. Like the South Carolina legislation, the
North Caralina egislation provides cosl recovery assurance for nuclear project development costs as well as baseload generation construction costs. A utiity may inciude
financing costs related to constrection work in progress for baseload plants in a rate casa. The North Carofina legislation also establishas a renswable porticlio standard for
electric ulilities at 3% of energy output in 2012, rising gradually 1o 12.5% by 2021, and grants the HCUG authorily to approve a rate rider 1o compensate utilities for energy
efficiency programs ihal lhey implemem. On February 29, 2008, the NCUC adopied new rulas and madified existing rules to implement the legisiation. Dake Energy does not
believe such rules will have a material adverse impact on s conaclidated results of aperatians, cash flows or fimanciat .

On February 21, 2008, new legislation {HB 487) that would establish annuaet altemalive energy benchmarks for electic distibution utilities and electric service companies,
and energy efficiency standards for electric distribution utiities, was also introduced in the Ohio House of Representatives. Under (his iegisiation, spedified portions of the
alectricity supply of such wtilities and companies must be genarated from advanced anergy or renewable energy resources, including specifically, solar résources. The
Yegisiation pravides for the PUCO to annually review a utility's or company's comgliance and to impose penatiies for non-compliance with the benchmarks. HB 487 also
establishes policies ragarding the geologic starage of carbon diaxide and requires the reposting of greenhiouse gas emissicns, HE 487 is curmently pending frv the Chia House of
?aprestlmlatives. Al 1his time, Duke Energy is not abie (o estimate the impact these legiskalive mifiatives might hava on its consclidated resuks of operations, cash flows, or

nancial position,

Dther. U.S, Franchised Eledric and Gas is engagad in planning efforts to meet projecied Joad growlh inits service terrlories. Long-term projections indicate-a need for
significant capacity additions, which may include new nudear, integraled gasification comlaned cycle {IGCC), codl faciities or gas-fired genetation units. Because of the Tong
lead times required to develop such assets, U.5. Franchisad Electric and Gas is taking steps now t¢ ensure thase aptions are avalable. On Dacamber 12, 2007, Duke Energy
Caralinas filed an application with the Nudiear Regulatary Commission (NRC) for a combined Construction and Operating Licensa (COL) for two Westinghouse AP 1000
(advanced passive) reactors for the proposed William States Lea 11l Nuclear Station at a site in Chetokee County, South Cardlina, Each reactor is capable of prodesing
approximalely 1,197 MW, Subritting the COL application does not commil Duke Energy Carclinas 1o build nuclear units, On February 26, 2008, Duke Energy Carolinas
receaived confrmation from the NRC that its COL application has besn accepled and docketsd for the next stage o review, Also, on December 7, 2007, Duke Energy Carslinas
filed applications with the NCUC and the PSC SC for approval of Duke Energy Carclinas’ decision o incur development costs assaciated with the proposed Wilkem Statas Lee
{il Nuclear Station. The NCUG had previousty apgraved Duke Ensmy's decision to incur ihe North Carolina afiocable share of up to 3125 miliion in developmant costs-through
2007. The new requests vover a talal of up to $230 miflion In development cogts trough 2009, which is camprised of 370 million incurred through Deeernbear 21, 2007 plus an
additiona! $180 million of aniicipated costs in 2008 and 2008, The NCUC held an evideniary hearing on Duke Energy Carolinas’ appfication on April 29, 2008, snd the PSCSC
has scheduled an evidentiary hearing for May 12, 2008,

On June 2, 2006, Duke Energy Carolinas filed an applcation with the NCUG for a Cerlificate of Public Convenience and Necessity {CPCN) fa conslruc! two BOD MW slate
ot the anl coal generation units al its exisling Chitside Steam Stalion in North Carolina. On March 21, 2007, the NCUC issued an Order allowing Duke Energy Carolinas to build
one BOD MW unit. Its Qrder explained tha basis for its decision 1o approve construction of one unit, with an apprioved cost eslimate of $1.93 bilion (wluding AFUDC), and
included cerain conditions induding providing for updaies on construcion oost estimates. A group of envirenmental interveners filad a motion and supplemental motion for
reconsideration in April 2007 and May 2007, respectively, The NCUC denied the mations for reconsideration in June 2007, On Fahruary 29, 2008, Duke Energy Carslinas filed
its latest updated cast eatimate of $1.8 bilion {excheding approximately $0.8 bifkon of AFUDC) for the approved new Cliffside Linit 6, Duke Energy Carolinas balieves that the
overall cost of Cliffside Unit 6 will be reduced by approximately $125 million in faderal advanced clean cosl lax credits, On Fabruary 20, 2008, Duke Energy Carolinas entered
into an amended and restated engineering, procurement, construclion and commissioning services agreement, valuad st approimately $1.3 billion, with an affitiste of The
Shaw Group, Inc., of which approximately $950 million relates to participation in the construction of Chffside Unit 6, with the remainder related 1o a flus gas dasulfurization
system on an extsling unit al Cliffside.

On January 29, 2008, the North Caroling Dapartment of Eaviranmant and Natural Resources (BENR} Issued a final air permét for the naw Cliffsida Linit § and on-site
construction has begun. In March 2008, four conlested case petitions were filed appealing the final cir pestit. Duke Energy hag moved ta intervana in all four cases and the
DENR has maved to consglidate all four cases, A hearing is not expactad before the second quarter of 2009.
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On October 11, 2007, the environmental groug N.C. Waste Awareness Reduction Network (WARN) and two individisal N.C, WARN members fled a petition against the
DENR contesting the issuance of a wastewater discharga permit to Duke Energy Carolinas for (he Clifiside Steam Station. This maiter has been setlled and the dismissal and
setflement document was fifed wilh fhe Office of Adminisirative Heatings on March 4, 2008. .

Based on intial review, the D.C. Circuit Court of Appeal’s February 8, 2005 decision vacating the L..S. Environmental Proledlion Agency's (EPA) CAMR should hava no
immediate impact on Giiffside. The North Carolina mercury emission imit is more stingent than the new saswrcs imit in CAMR, On March 5. 2003, the Sculhern Enwironmantal
Law Cener filed a latter with the North Carolina Division of Air Quality {DAQ) on behalf of 17 environmental groups. The letter urges DAQ to reapen and modify or revoke
CEfiside’s air permit because of the D.C. Circuil Courl’s decision vacating CAMR. On March 19, 2008, N.C. WARN filed a conleslad case petition with the Office of
Adriinistrative Hearings challenging the Cliffside air permit and seeking a stay. Afsa in March 2008, the Southern Environmental Law Center, on behalf of several environmental
organizations, several Riverkeeper organizalions and Agpalachian Voices filed contested case petitions, Duke Energy Carolinas moved Lo intervene in these threa cases.

On June 29, 2007, Duka Energy Carclinas filed with the NCUC prefiminary CPCN informalion to construct a 620 MYV combined cydle natural gas-fired genetating fadlily at
its existing Dan River Steam Station, as well as updated prefiminary CPCN information to construct 2 620 MW combined cyde natural gas-fired generating facilty at its existing
Buck Steam Stalion. On December 14, 2007, Duke Energy Carolines fled CPCH applications for the two combinad cycle fachties, The NCUC has consolidated s
consigeration of the twa CPCN applications and held an evidentiary hearing on fhe appications on March 11, 2008, All pariies fled proposed ondars andior post-hearing briefs
with the NCUC on April 10, 2008, and a final order is expecied frem the NCUC by June 9, 2008, On fay 5, 2008, Duke Energy Carolinas enterad into an enginesring,
construction and commissioning services agreement, valued at approximately $275 million, with Shaw North Carolina, inc.

The combined cycle naturzl gas-fired generating facility at the existing Buck Steam Station will affect an isclated wetfand, and Duke Energy Cavclinas applied for a siate
permif, DENR issued the parmit with an unacceptatle cundition requining submission of a stormwater plan before engineening and project siting have determined the tocation of
the facilities, Duke Energy Carclinas filed a protective confested case pelition on Agril 11, 2008, to preserve Duke Energy Carclinas’ rights to continue negolisting with DENR,

In August 2005, Duke Energy indiana filed an application with the JURC for approval of sludy and preconstruction osts felated to the joint development of 2n IGCC project
with Southem Indiana Gas and Electric Company d/W/a Vectren Enargy Delivery of indiana. inc. (Vectren). Duiee Energy indiatva and Vectren reached a Setilement Agreemnent
with the Indiana Office of Utility Consumer Counselor providing lor the secovery of such coets if the IGCC project is appraved-and constructed and for tha pariial recovery of
such costs if 1ha IGCC project does not go forward. The IURG issued an order on July 26, 2006 approving the Seltfement Agreement in its entinaty.

On September 7, 2006, Duke Energy Indiana and Vectren fited a juint petition with the {URC seeking CPCN's for $he construction of a 630 MW IGCC power plant at Duke
Energy Indiana’s Edwardsporl Generating Station in Knox County, Indrana, The petition gescribes the applicants’ need for addiional baseload genarating capacity and reguests
timely recovery of all consiruclion and operating costs related to the proposed generaling stalion, including financing costs, 1ogether with cerlain.incanive ratemaidng treaiment.
Duke Energy Indiana ana Vectren fited their cases in chif with the JURC on Odober 24, 2006, Duke Energy Indiana’'s publicly fled testimony with the IURS states fhat industry
estimates (as pravided by the Electsic Power Research institute (EPRIY), of total capital requirements for a facilty of this type and size ane i the range of 51.6 billion to $2.1
billion (incfuding escalation ta 2011 and owners’ spedifis site costs). In Apiil 2007, Duie Energy Indiana and Vectren filad a Frant End Enginesring and Design Stydy Repont
which included an updated estimaled cost for the IGGC project of approximately $2 billian (including approximately $126 millian of AFLIDC). In August 2007, Vectren withdrew
its participation in the IGCC plani, Duke Energy indiana is currently exploring its options, including assuming 100% of the plant capacity, Absent identification of an alternative
Joint awnar, Duke Energy Indiana would own 100% of the IGCC plant capacity.

On Novembes 20, 2007, the URG issued an order granling Duke Energy Indiana GPCN's for the proposed IGCC prajest and approved the timely racovery of costa related
to tha project, The IURC aiso approved Duke Energy indiana’s proposal to initiate a proceeding in Mey 2008 concaming proposals for the siudy of partisl carbon caplure,
sequestration andicr enhanced oil recovery for the Edwardspont 1GCC Projact. On January 25, 2008, Duke Energy Indiana received the final air parmit from the Indiana
Department of Environmental Management. The Citizens Action Coalition of Indiana, Inc,, Sierva Club, inc., Save the Vallay, Inc., and Vailey Waich, Inc., afl intervenars in the
CPCN proceeding, have appealed the IURG Order ta the Indiana Court of Appeals and also appealed the air permit, These appeals are pending.
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On May 1, 2008, Duke Energy Indiana filed its first sami-annual ISCC Ridar and ongoing review proceading with the IURC as required under the CPCN Order issuad by
ihe JURC in Novembar 2007, which approved the 1GCC Project. In its filing, Duke Enargy Indiana requested approval of plans o study carbon capture, sequestration andior
enhaniced oil recavery, as required by the ILIRC's Novembar 2007 CPCN Order, and for appraval of 3 new cost estimate for the 1GCC Praject of $2.3 bilion (including
approximalely $125 million of AFUDC). Duka Energy Indiana has requested expedited proceedings for considerafion of the cosf estimats increase, A procedure schedula has
not been sat at this time, Under the CPCHN order and statutory provisions, Duke Energy is entilled to recover the costs reasonably incumed in reiance on tha CPCN Order,

Duke Energy has been awarded approximately $125 million of federal advanced clean coal 1ax credits asseciated with iis canstruction of Cliffside Unit 6 and approximatsly
$134 milticn of federa) advanced clean coal tax credits associated with RS construction of the Edwardsport 1GGC plant. Since these credits were issued, Appalachian Voices
and The Canary Coslition of Sylva have filed suit in a Washington federal court attempling lo biock tax cradits issued to Duke Energy and other ulilfies that are in the process
of copstnucting dean-coal technalogy plants throughaut the United States, citing thet the DOE violated the Natonal Enviranmentsl Protection Act in granting thess credils. The
grour%se;nre s&eking a prafiminary injunction raquining ihe DOE to suspend the credits until the merits of the suit can be heard. Duke Energy befieves these cradits were propardy
awal .

in April 2005, the PUCQ issued an order opening a statewida investigalion inlo riser leaks in gas pipsline systems Ywoughout Ohio, The investigation followed four
explosions since 2000 caused by gas riser leaks, including an April 2000 explosion in Duke Energy Ohio's service area. In November 2006, the PUCD Staff relsased the expert
report, which conchuded that certain typas of risers are prone (o leaks under various conditions, including over-tightering duing initial nstallation. The PUCO Staff
recommeanded that fatural gas companies continue 1o monitor the situalion and sludy the cause of any furiher nser leaks fo determine whether further remedial action is
warrartad. Duke Energy Ohio has approximately 87,000 of thesa risers on its distribution system. I the PUCQ ordars nalural gas conipanies ta replace ait of these risers, Duke
Energy Ohia estimatas a replacement cost of approximately $4¢ milion, As part of the rate case filed in July 2007 (see *Duke Energy Ohio Gas Rats Cass” above), Duke
Energy Chia requested approval from the PUCQ to aceeterate its riser replacement prograr. The riser replacenyent program is contained in tha setilemen reached with sl
interveners and will be completed at the and of 2012, :

FERC 203 Application. On April 23, 2008, Duke Energy Ohio 2 certain affiliates fed an applicalion with the FERC requesting approval o transfer Duke Energy Chic's
electric generating fadilities, some of which are designated to serve Ohio customers, to afiikate companies. The affilisle companies would be consclidated by Duke Energy. The
FERC fifing does nat abiigete Duke Energy o make the transfer of the electric generating faciities, and management is in the process of evalualing the poterdial treamsfer,
Management balieves the proposed asset transter could provide greater financial flexibility for the assets. The asset transfer complies with Dulos Energy Ohio's Corporate
Separation Plan that was amended by the PUCED in 2007, As praviously discussed, SB 221 liwits tha ability of @ uliity to transfer its designated generaing aseety o an EWG
absent PUCO appraval. The filing does not impact Duke Energy Ohio’s cument rales.
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Commercial Power. Reported resulis for Commerdial Powear ars subject to volatility due to the over- or undercollection of certain costs, including fuel and purchased
power, since Commercial Power is nol subject ta regulatory acoounting pursuant to SFAS Na. 71, “Accouning for Certaln Typas of Regulation.” In addtion, Gommercial Power
coukd be impacted by certain of the reguiatory matters discussed above, induding the Ouke Energy Ohio electric rate filings.

14. Commitments and Contingancies
Environmental

Duke Energy is subject to inlernational, federal, slate and local regulations regarding air and water quality, hazardous and solid wasle disposal and other environmental
malters. These regulations can be changed frem fime 1o ime, imposing new obligasions on Duke Energy.

Remediation Activities. Duke Enargy and its aflilistes are responaible for environmental remedialion at various contaminated sles, These include some propertias thal are
part of ongoing Duke Energy oparations, sites fonmery owned or used by Duke Energy entifes, and sites owned by third parfies. Remeodiation {ypically involves managemsnt of
contaminated sailt and may invoive groundwater remediation. Managed in conjunction with relevaint federal, stale and local agencies, activilies vary with site conditions and
locations, remedial requiremants, complexdy and sharing of responsibility. # remediation aclivities involve slalutory joint and several liability provisions, siricl abilfly, or cost
tguovery or conlribution actions, Duke Energy e its affilisies could patentiatly be held responsible for confamination caused by olher parties. In some instances, Duke Energy
1y share liability associated with confamination with other polentially responsible parties, and may also benefit from insurance policies or contraciud indsmnilies that cover
sume or 2 cleanup costs. Al of these sites generelly are managed in the normal course of businass or aifiliale operations, Duke Energy believes thal completion or resolution
of these matiers will have no material adverse effect on #ts consolidated resulls of operations, cash flows or financial position.

Clean Water Act 316(b). The EPA finafized ds cooling water inlake structures mule in July 2004. The nife established aquatic protiection requirements for existing facilities
that withdraw S0 million gallons or mare of water per day from rivers, streams, lakes, reservoirs, astuaries, oceans, of other U.S, waters for cooling pumases. Fourieen of the
23 coal and nuclearfuelad generating facilitios in which Duke Energy is either a whols or partial ownar am affected sources under that cule. On January 25, 2007, the U.S.
Court of Appeals for the Second Circuit isswed its opinion in Riverkeeper, fnc. v ERA. Nos. 04-6692-ag{L) et. &l. (2d Cir, 2007} remanding most aspecta of the EPA's rule back
1a the agency. The court effectively disaliowed thase portions of the rule most favorable ta industry, and the decision creades a great deal of uncsriainty reganding future
requiremants and their timing. Duke Enengy is stll unable to estimate costs to comply with the EPA's rule, although it is expected that costs willincrease »s & result of the
court’s decision. The magnitude of any such increase cannot be estinaled =t this time, On Aprll 14, 2008, the U.S, Supreme Court issued an oider gramting review of the case.
A decision is not Biely untii 2009 after briefs are submitied and oral argument accurs.
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Claan Air Inlerstate Rule (CAIR). The EPA finalized its CAIR in May 2005, The CAlR limits total annual snd summertime NOx emissions and annhual SOz enissians from
dlectric generating faciities au(ms th)e Eastern U.5. throu h ampha?syed ram. Phase { bw 2009 rorNOx and in 2010 for SO2. Phase 2 baguns n
(%oAjl g Irt::;'q l:::jhn:le?‘f a(nd 502, The etmssuon oon!ml nsrgy L lnslallng o oorrﬂy wig‘n aie clean ar legis \mﬂ signiicantl 1a adtewngmnvlimm

L s (see Note 13 ﬂJI'l'Q aled;u rations will
2012 lo comply with' Phase 1 of AIR and ap roximalerv BO milon tor CAIR Phasez m nnoa ooﬁsp:vu the pemd % 7. The g?ssued an order in 2008
granting Duke Energy Indlana approximat 7 hillion in rate recovery ko cover its esti mmgiance R!CAMR in Indiana. Duke Energy Ohia
fecelves partial recdvery of depreciation en ng costs refated 10 enviconmental mmpumoe projects for 2006-2008 lhrough its RSP,

On March 25, 2008, the U.S. Count of Appeals for the District of Columbia heard oral argument in a case involving multiple chauengas to the CAIR. Neady all aspects of
fhe rule were chnllenged but Duke Energy challenged only the podions pestaining to sullur dioxide alowance allecations, A decision is expacied in the sunmer of 2008, The
outcome and any resulling consequences cannct be astimaled al this tima,

Clean Air Mercury Rufe (CAMR), The EPA finalized its CAMR in May 2005. The CAMR was (o have limited total annual mercury emissians from coaklived power plants
across the LS. through a two-phased cap-and-trade program beginning in 2010, On Fabruary 8, 2008 Ihe U.S. Court of Appeals for the District of Columbia isaued its opinion
in New Jersey v EPA, No. 05-1097 vacating the CAMR, The decision creates uncartainty regarding fulure mercury emission reduction requirements and their timing. The EPA
and utilities have requested rehearing of the D.C. Circuit Court decision by the entire D.C. Circut panel (en banc reviaw). The court has ordered briefing on whether it should
accept the case 1or en banc review, Thus, the matter remains unsettied untif the couri decides whether 10 rehear the case. Barring reversal of the decision if reheard, theme will
be a detay in the implementation of federal mercury requiremants for existing coal-fired pawer plants whils the EPA conducts a new rnulemaking. Duke Energy is unable o
estimate the casts to cormply with a new EPA rdle, although it is expecled that costs will increase as a resutt of the coun’s dedsion.

Coal Cambustion Praviet (COF) Managemeant Cuke Enengy cumantly setimates that it will spend approximately $320 miilion over the pericd 2008-2012 to Install synthalic
caps and lirers &t existing and new CCP tandhlis and to convert CCP handiing systems from wet to dry systems.

Extended Errviranmental Activities and Accruals. Incuded in Othar within Deferred Credits and Other Liakiltiss and Other Current Liabilities on the Consdlidaled Balance
Sheets were tolal accruals related to extended environmantal-related activities of approximately 380 million and $52 millan as of March 31, 2008 and December 31, 2007,
respeciively. These acoruals represend Duke Energy's provisions for costs assaciatod with remvediation activities af some of its cument and former sites, s well a3 other
relevant ervironmental contingent labilities. Duke Eneegy befieves that comgletion o resolulion of theae matters willt have no material impeact on its consofidated reaulta of
operations, cash flows or financial pasition.

Litigal tla
Souroe Review (NSR). It 1888-2000, tha Ll S DOJ acti bd\gi of the EF'A ﬁled a numberofm ints and notices of violation nat ulilitios scross
thecou for Aleg edvnl(dzongoﬂheN ngcn ﬁ m pmedspatfornndatﬂous red units were
gﬁgr :itlons as defined in the CM and lhm Ihe uﬂmes vlolated lhe CAA when tner unde gok those alﬁm out ubtammg Bﬁ«m wnd inslaling the best available
sion controls for €0z, NOx and ga rtickilaie mattar. The eomma:ms s8Rk qmdwe el mnequra mst on nfﬂﬂ nol

rating umits, and unspecified civ f)enalﬂm in amount grqy’s plants h subject to
gﬁne&hongs Duka Enes I;gseﬂs thal there were no CAA \:gaggég ml.se'iﬁé applicabie re-gmam do nut require permlthns‘f gnses umcre the pfﬂjeds undertekan are

ine” or othenwise do not result in a nel increase in emissions,

in 2000, tha government braught a kawsuit against Duie Energy in the U.S. District Court in Greensboro, North Carolina. The EPA claims that 29 projects performed al 25
of Duke Energy’s coal-fired units in the Carolinas violate these NSR provigions. Three anvironmental groups have imtervened in the case. In Augusl 2003, the tial court issusd
a summary judament opinion adopting Duke Energy’s legal positions on the standard to be used for measuring an increase in emistions, and grantad judgment in faver of Duke
Enargy. Tha frial court's decision was appealed and uhimately reversed and remanded for frial by the U.S. Supreme Courl. At trial, Duke Energy will conlinue to asser that the
projects were rowline o not projected o increase emissions. Mo tial date has been set.

30

~ Source: Duke Energy Holding , 10-Q, May 0%, 2008


file:///Aolation
file:///riolaed

Jable of Contants
PART |
DUKE ENERGY CORPORATION

Motes To Unaudited Consolidated Financial Statements—{Continued)

In Noverber 1829, the U.5. brought & lawsuil in the U.S. Federal District Gowt for the Southem District of Indiana against Cinergy, Duke Enetgy Ohio, and Duke Energy
inciana allaging variaus violations of the CAA for various projects al six of Duke Energy owned and co-owned generating stations in the Midwest, Additionally, the suit claims
thal Duke Epergy violated an Administrafiva Consent Qrder entered into in 1999 between the £PA and Cinergy relaling & alleged violations of Ohie's Stale Implementation
Plan (SIP) provisions goveming particulate matter at Unit 1 at Duke Energy Ohio's W.C. Backjord Station, Three norlheag! stales and two emdronmental groups have
intervened in the case. In June 2007, the tial court aded, as 2 matler of law, that 11 of 23 projecta undertaken al the plants do not gualify for the *rautine” umeptlon nthe
regulations. The court nulesd further thal the defendants had air notice® of the EPA's interprelation of the applicable regulalions. in April 2008, the plaintiffs dropped their dlaims
on six prajects, remaving one generation stalion from the lawsuit, A jury trial commencad on May 5, 2008,

Cinargy and Duke Energy Ohio have been informed by Dayton Power and Light (DP&L) that in Juna 2000, the EPA issued a hotice of Violation (NOV) to DPEL for alleged
violalions of CAA requirements at a station operated by DPEL and joinlly-owned by DPAL, Columbus Southem Power Company {CSP),-and Duke Energy Olvo. The KOV
indicated he EPA may issue an order requiring comphanca uith the requirements of the Ohio S, or bring a civil action sesking injunclive refiel and civil penalties of up fo
$27,500 per day for each violation, In September 2004, Marilyn Wall and the Sierra Chub brought a fawsuit against Duks Energy Ohio, DP&L and TSP for alleged viclations of
the CAA o this same generating slation. On December 14, 2007, the Court omderad a stay of the Eigation pending satilamenl negotistions among the paries. That siay is setto
expire an May 15, 2008. Trial is currently scheduled lo commence in August 2008,

On April 3, 2008, the Sierra Ciub filed ansther lawsuit in the U.S. Distict Court for the Southern Distiict of Indiana against Duke Energy Indiana and cerlain affillated
campanies ckiming NSR violations at the Edwardsport generating station in Knox County, Indiana, Siera Club claims that Duke Energy violated the CAA when it undartook
various unnamed maintenance projects at Edwardsport withaut oblaining permits and instsfting the besl available amiasion controls. Sierra Club further states that it intends to
file suit for additional alleged vidlations of tha CAA and the indiana State Implementation Plan. On April 29, 2008, the plaintiff sent notice of this lawsuit and & request for wabver
of serice to the defendants. The defendans’ currant deadline 1o answer or othenwise respond to the complaint is June 28, 2008,

It is not possible to pradict with certainty whathar Duke Energy will incus any kability or to estimate tha damages, if any, that Duke Energy might incur in connaction with
these matters, Litimate resolution of these matiers, even In settiement, could have a material adverse effect on Duke Energy's consolidated resills of oparations, cash fiows or
ﬁnanaa sition. However Buke Eneigy will puraue appropriate ragulatory treatment c03ts incurrad in conneclion with such resolution,
7 iy 2004 the g akes of Connachit, Hew Yar &%om

Q] Dlox:de_{ 7] Citigation ia, howa, New %ﬁhude Vermord Wisconsin and the City of New
Yark broughl a Iawsux in 1he U, rict Court for the Southem Disticl of New‘fmk agmﬂs! % El " Armerican Electic .
Servica Comporation, emCa.-rpen Tennessee Valley A wm:y and Xoet inc A lavesuit wasﬁledinmeu Court for tha Sauthem District of
NewYarkagamstthe companies ydrpeﬂ Space Cpen Space Comammu a'thheAudubunSmelv Nm . These lawaults allage that
the defendants’ emissions S of CO2 from the combustion of fassil fuels al alanenc Iacll contiute to Iahd w amaum a puu:c nm The
complamts also allege that tha defeandants could generate the same amount af ﬂg un ng m\ﬁm"“g

defendant to cap its CO2 emissions and then reduce as euﬁed r Iiasl a d ln Septembet 2005 the Dislrict Courd g the

d&fendams matien tg dismiss the {awsult. The plamnffs have this i acond r\p rab argumants were before the Seeargl
Court %f cﬁpﬁn%’éémwh E?gg rlr1| is nol possibla to predict ainty wh Dulm Energy mil incur any ahllty or o esfirate the damages, if any. thal Duka ﬂerqy

I I er.

Hurricane Kaldna Lawsait. In April 2006, Duke Energy and Cinergy were namad in the third amender.l complaini of a pu:;wﬂed dass aclion fawsuit fled in tha U.S. District
Gaurt for the Southern District of Mississippi. Plaintiffs claim that Duke Energy and Cinergy, along with numerous other yliiities, ofl compenies, coal companies and chemical
comparies, are liabie for damages relating to lasses suffered by victims of Humicane Katrina, Plaintifs chaim that defendants’ greenhouse gas emissions confiibuted {a the
frequency and intensity of storms such as Hurricane Katrina, in Qctober 2008, Duke Energy and Cinergy were served with this Iawali. On August 30, 2007, tha oot dismissed
the case. The plaintiffs have filed thair appeal to the Fifth Circuit Court of Appeals. Briefing is ongoing in the Fifth Circuit. | is nol possible to predict with cerainty whether Duke
Energy or Cinergy will incur any liability or 1o estimate the damagas, if any, that Duke Energy or Cinergy faight incur in connection with this matter.
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San Diego Price Indexing Cases. Duke Energy and several of iis affiliates, as well as ather energy companies, have been parties to 13 lawsuils which have been
coordinaled as the *Price indexing Cases” in San Diego, California. The plaintifis akege 1hat the defendants conspired to manipulate the price of natwral gas in violafion of state
andfor federal anfitryst laws, unfair business practices and other laws. Plaintiffs in some of tha cases further allege thal such adlivities, induding engaging in “round bip" rades,
providing false information to natural gas trade publications and unlawfully exchanging Infarmation, resulted in ariificially high enecgy prices. In Dacember 2007, Duke Energy
reached a satlement in principle (o settle the 13 cases. A seitlement agreameant was executad In February 2008, The proposed setlement will not have a matarial adverse
affact on Duke Energy’s consolidated resulls of operations, cash flows or financial posttian.

Other Price Reporting Cases. A total of 12 lawsuits have been filed against Duke Energy afffiates and other energy companies, Seven of these casas ware disrrisssd on
filed rate andlor federal preemption grounds, and the plaintiffs in each of these dismissed cases appealed their respaclive rulings. On Seplember 24, 2007, the Ninth Cinoult
revarsad the prior nilings and remanded four of the cases 1o the Disifict Court for further proceedings. Defendants request for reconsideradion was denied. In July 2007, the
judge in two of the cases reconsidered and reversed his priot ruling dismissing the casas. The sevanth case was appealed to the Tannesses Court of Appeals, where oral
argument was heard in November 2007 and a decision is pending, In February 2008, tha judge in one of the cages granted a motion to dismiss and entared jrdgment in faver
of DETM. Plaintiffs’ motion to reconsider was, in large parl, denled. Each of these casas contains simitar dlaims, that the respactive plaintifis, and the dasses they daimv lo
represent, were hanmed by the defendants’ altegad manipulation of the nalural gas markets by various means, induding providing false infarmalion o natural gas irade
publications and entering inte unlawful arrangements and agreements in viclation of the antiirust laws of the vespective slates, Plaintiffs seek damages in unspecdified amounts.
At this tima, Duke Energy is unable 10 express an apinion regarding the prosable cutcome or eslimate damages._ il any, related o thess matters.

Wastam Electricily Liigation. Plaintiffs, on behalf of themsalves and others, in threa lawsuils allege that Duke Energy affiliates, among olher energy companies, artificially
inflated the price ol eleclicily in certain western states. Two of the casas were dismissed and plaintifs appealed to the U.5. Courl of Appeal for the Ninth Circull. Of those two
cases, one was dismissed by agreement in March 2007, la Novarmbar 2807, the courd issued an opinion affinming dismissal and plainifis fed a makion for rehearing. Plaintiffs
in these cases seek damages in unspecified amounts, It is not possible to predicl with certainly whether Duke Enargy will incur any lbility or to estimale the damages, if any,
that Duke Energy might incur in connectian wilh these {awsuits, but Duke Energy does nai presently believe the culcome of these malters will have a material adverse efiect on
its consolidated resulis of operations, cash Aows or financial position.

Trading Related Investigations. Baginning in February 2004, Duke Energy has received requests for information from the 1.5, Atiorney's office in Houston focused onthe
natural gas price fegoriing aclivities of certain individuals involved in DETM trading operations. Duke Energy has cooperated with the: govemment in this investigation and is
unakle to expreas an opinion regarding the probabla outcome or estimate damages, i any, related 10 this.matier at this tme. ]

ExxonMobil Dizpufes. In Apnil 2004, Mobil Natural Gas, Inc. (MNGH) and 3946231 Canada, Inc. (3946231, and colfectively with MNGA, Excoonfobil} fled » Demand for
Arsitration against Duke Enargy, DETMI Management inc. (DETMI), DTMS| Marrageent Lid. (DTMST) and ofher afiliaies of Duke Energy. MNGI and DETMI are the sols
members of DETM. DTMSI and 3946231 are the sole beneficial owners of Duke Energy Marketing Limited Partnership (DEMLP, and with DETM, the Venlures). Among other
alegations, ExxonMahil alleged that DETMI and DTMSI engaged in wrongful actions relaling to affiliate trading, payment of service fees, expanse allocations and distribution of
eamings in breach of agreaments and fiduciary duties relating to the Vaniures. ExxonMobil sought to recover ectual damages, plus attormneys' fees and exemplary damages;
aggregate damages were specified at the arbitration hearing and telalod approximately 5125 million {exdluding interest). Duke Energy denied these allegations and filed
countercdlaims asserting that ExxonMobil breached its Venture obligations and other conlraciual cbligations. in March 2007, Duke Energy and Exxanhobil executed 8
setttlement agreement for global setffament of both parties' claims. The resclulion of this matier did not have & malerial effect on Duke Energy’s conacfdated resuita of
operations, cash flows or financial position. The gas supply agreements with other parties, under which DEMLP continues to remain obligated, are curenly sstimated to resudl
in basses of up to appraximataly $70 million through 2011, As Duke Energy has an ownership interest of approximalely 80% in DEMLP, anly €0% of any losses would impact
pre-1ax earnings far Duke Energy. However, these losses are subjec 1o change in the futurs in 1he event of changes in market conditions and assumplions.

Ourke Energly Retiremant Cash Balance Flan. A class aclion lawsuil was filed in fadara! court in South Carolina against Duke Enargy and the Duke Energy Retirement
Cash Balance Plan, alleging violations of Employes Retirement Income Sscunty Act (ERISA) and the Age Disorimination in Emplayment Act. These allegations arise out of the
canversion of the Duke Energy Company Employess’ Retirernent Plan
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into the Duke Energy Retirement Cash Balance Plan. The case alsa raises some Plan administration issues, allaging orrors in the application ai Plan provisions (e.g.. the
calculation of interest rate credils in 1997 and 1988 and the calculation of kimp-sumn distributions), The plaintiffs seek to represent present and former parlicipants in the

Duke Energy Retwemenl Cash Balance Plan. This group is estimated 1o include approximately 36 000 persans. The plaintiffs also seek 1o divide the putalive tass into
sub-classes based on age, Six causes of action are alleged, ranging from age discrimination, fo vasious allsged ERISA viclalions, to allegstions of breach of fiduciary duty. The
plaintiffs seek @ broad array of remedies, inchuding a relroactive reformafion of the Duke Energy Retirernent Cash Balance Plan and a recalculation of participants'’
beneficiangs’ benefits under the revised and reformed plan. Duka Energy filed its answer in March 2006. A secend class action lawsuit was filad in federal court in South
Carolina, aflaging $imilar ctaims and seeking to raprasent the same class of defendants. The second case has been voluntarily dismissed, withoul prejudice, efectively
consolidating it with the first case, A poriion of this contingent lability was assigned 1o Specira Energy in cannection wilh the spin-off in January 2007, A hearing on the
plaintifts’ motion 1o amend the complaint to add additional age discriminatian daim, dafsndant's melian to dismiss and the respeclive molions far summary judgment was held
in Decamber 2007 and a deasion is pending. The matter is currently in discovery with a tentative trisl dale in July 2008, lLis not possible 1o pracict with certainty whether Duke
Enargy will incur any Kability or to e stimate the damages, if any, that Duke Energy might incur in connection wiit this matier.

Ohio Aniftrust Lawsuit. In January 2008, four plaintiffs, including individual, indusirial and non-prafit customers, filed a lawsuit against Duke Energy in fedaral court in the
Seuthern District of Ohio. Plaintiffs allege that Duke Energy ithen Cinergy and The Cincinnali Gas & Eleclric Company (CGAE)), conspired 1o provide inequitable and unfair
price advantages for cariain large business consumers by eMeting into non-public option agreemants with such consumers in exchange for their withdrawal of challenges to
Duke Energy Ohio’s (then CGAE's] panding RSP, which was implemented in early 2005. Duke Energy strongly denies the atiegations made in the lawsuit and on March 21,
2008, Duke Energy filed a motion to dismiss plainkiffs’ claims. Il is not possible to predict with cerlainty whether Duke Energy will incur any kabifity or 10 estimate the damages, i
O skan Global Waramn Lawssst. G Eoanaany 95, 2008 painkifts lad suil against Peabody Coal and various o and power defendants, including Duke E
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400 residents. The lawsuit alleges that dafer?damg' emissiona of CO2 conftibuled to and constiute a private and publc nuisance. Plainliffs 2lso

cenain defendants. nciuding Duke Enetgy, cons to mislead the Euulc ith respect to the globel warming, sesk Ln damagas, alterieys fess
and expenses. Duke Enagzhs not yeﬂ?yeen seﬂ&j with ltiesa;gwsg Itis n“&mposslble ] ot with ceﬁaiu%y wihather Duke Energy will incur any liability or t0 estirsate the
damages, if any, that Duke Energy might incur in connection with this matter,

Ashesigs-relaled infries and Damages Claims. Duke Energy has expssnsnced numercus daims for indemnification and medieal cost reimbursement relating to damages
for bodily injuries afleged to have arisen from the expasure to or use of asbestos in connaclion with construction and maintenance actvities conducted by Cuke Energy
Carglinas on its electric genaration plants prior fo 1484,

Amounts recognized as asbestos-related resarves related 1o Duke Energy Caroiinas in the Conaolidated Balance Sheets totaled approximately $1,06% milion and §1,082
miflion as of March 31, 2008 and December 31, 2007, reapectively, and are classified in Other within Deferred Gredits and Othar Linbilties and Other within Current Lisbilties.
These reserves are based upan the minimum amount in Dike Energy's best estimata of the range of 1ass for current and future asbestos claims through 2027. Management
believes that it is possible there wili be additional ciaims filed against Duke Energy Carolinas after 2027, In light of the uncertainties inharent in a longar-lerm forecast,
managernent dees not believe thal they can reascnably estimale the indemnity and medical costs that might ba incurred aiter 2027 relsted io such poteniial claims.
Asbestos-related loss estimates incorporale anticipated infation, if applicable, and are recorded on an undiscounted basis. These reserves are based upon current estimales
and are subject o greater uncertainly as the projection period lengthens, A significam upward or downward trend in the number of daims filed, the nature of the alleged injury,
and the average cosl of resclving each such claim coutd change our estimated iiability. as could any substantial adverse or favorable verdic at trial. A federal legislative
solution, further state tart reform or structured setttament fransactions could also change the estimated Babilily. Given the uncerlainties assodated with projecting matters inlo
the: fuiure and numerqus other factors outside our contral, management believes that i is possible Duks Energy Carolinas may incur asbestos liatiities in excess of the
recorded rgserves,

Duke Energy has a third-parly insurance policy to cover certain losses relaled lo Duke Enengy Carofinas’ asbestos-related injuries and damages above an aggregate self
insured retention of $476 milion. Through March 31, 2008, Duke Energy has made approximately 3473 million in paymends that apply to this retention. The insurance policy
lirnit for palentiad insurance recaveries for indemnification and medical cost daim paymends is $1,107 million in excess of the self insured refention. Probable insurance
recoveries of approximately
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$1,040 million refated (o this policy are classified in the Consdlidaled Balance Sheels in Other wilhin investments and Other Assets and Receivables as of both March 31, 2008
and Decamber 31, 2007, respeclively. Duke Ensrgy is not aware of any uncertainties regarding the legal euffisiency of insurance cleints or any significant solvency conearns
relaled to the insurance carrier. -

Duke Energy Indiara and Duke Energy Ohie have alsa been named as defendants or co-defendants In fawsuits related to asbestos at thelr slectrie generaling stations.
The imnpact on Duke Energy's consolidaled results of oparations, cash flows, or financial position of these cases to date has not been materal. Based on esimates under
varying assumplions concering uncertainfies, such as, among athers: {i} the number of conlractors patentially expased to ashestos during vonstruction or meinienance of
Duke Energy Indiana and Duke Enargy Ohio generating plants; (il) the possible incidence of various ilinesses among exposed workers, and (W) the potentisl settfement costs
wilhoul federal or other legislation thal addresses asbestos tart actions, Duke Enengy estimalas that the range of reasonably possible expasura in existing and fulure suits oer
the foreseeable future is not matenal. This estimated range of exposure may change as addilional setfements ocour and claims are made and mare casa faw is establishad.

£l UK Holdings, inc. In March, 2004, E§ UK Holdings, Inc.. a subsidiary of FirstEnergy Corp. filed a complaint in Ohio State Court. The complaini alleged that Cinsrgy. and
an affiliate, had breached certain agreements and soughl indemnification from Cinergy. Tha case went o il and on February 14, 2008, the jury relurned a verdict in favor of
E| UK Holdings and against Cinergy and its affiliate and awarded El UK Holdings $15 million, plus interest. Cinergy is appeafing the verdict.

Gther Liligation and Legaf Froceedings. Duke Energy and its subsidiaries are invalved in other Segal, tax and regulatary procesdings anising in the ondinary course of
businesa, same of which involve substantial amounts. Duka Energy beileves that the final disposition of these procesdings will not have a matena adverse effact on ibs
consolidated rasults of operations, cash flows or financial position,

Duke Energy has exposure to certain legsl matters that are described herein, As of March 31, 2008 and December 31, 2007, Duke Energy has recorded reserves,
including reserves reiated to the aforementioned ashestos-related injuries and damages daims, of approximately $1.1 bilion and §1.1 biflion, respeclively, for these
proceedings and exposuras. Duke Energy has insurance coverage for certain of these lesses incumed. As of Masch 31, 2008 and Decsmbar 31, 2007, Duke Energy recognized
appraximately 31,040 million and §1,045 million, respectivety, of probrabls insuranca recovenes refated (0 these lsses. These reserves represent management’s best estimata
of probable [oss as defined by SFAS No, 5, "Accounting for Confingencies.”

Duka Energy expenses jegal costs related to the defense of loss contingencies as incurred,

Dther Commitments and Contingsncies

Carnmercial Power preduced syniudl from facilies that qualified for tax credits (through 2007} in accordance with Section 28/45K ol the Intemal Revenue Code if ceriain
requirements were satisfied. Section 25/45K provided for a phase-out of the credit if the average price of crude i during a clendar year exceeded a specifiad threshold, The
phase-out was based on a presaribed calculation and definition of aruda oil prices. The exposure to synfued tax cradit phase-gut was menitored as Duke Energy was able to
reduce or cease synfuel production based on the expectation of any polential tax credit phase-out. The cbisctiva of these activibes was 10 reduce potential lasses ncured if the
refarence price n A year exceeded a tevel tdggedng a phase-out of synfuel tax credits.

These credits reduoed Duke Energy’s intoime lax liabiity and, therelore, Duke Energy’'s 1ax axpense recorded in income From Discordinued Onarations, nel of fac (see
Note 11}, Commercial Pawer's sale of synfuel had genersted 5339 millionin lax credits through Decamber 31, 2004, After raducing for the possibility of phase-oul, the amount
of additicnal credits generated during the years ended Dacember 34, 2007 and 2006 were approximately $84 mdlion and $2Q million, respactively. Duke Energy ceased
production of synfued upon the expiration of the tax credita et the end of 2007,

The Internal Revenue Service (IRS) has completed the audit of Cinergy Jor the 2002, 2003, and 2004 lax years, including the synfisel facility owned dewing that period,
which represents $222 million of fax credits peneratad during the alorementioned audit period. Tha JRS has nol proposed any adjusimernt thal would disallow the credits
daimed during that period. Subsequent perioda are still subject to audit. Duke Energy believes that il apersted in confanmity with: all the necessary requirements 1o be allowed
such credits under Section 2945k

Duke Energy was party 10 an agreement with a third pary service provider relaled to cenlain futurs purch The ag it comained cartain damage payment
provisions if qualifying purchases were not infllated by September 2008, in the fourh quarter of 2006, Duke Energy initiated early ssttlament discussions ing this
agreement and recorded a reserve of approximately $65 million. During the year ended Decamber 34, 2007, Duke Energy paid the thind party senvice provider approximataty
520 millicn, which directly raduced
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Duks Eneny's future sxposure under the agreament, and further reduced 1he resecs by $45 million based upon qualifying purchase commitments that, once satisfied, fulfiits
Duke Energy’s Ghligalinns under the agreemant. Thars is no ramaining rassrve aseociatad with this agreement, o,

In Oclober 2005, Duke Enegy began an intamnal investigation info improper data reporting to the EPA re ing air emissions undar the NOx Sudged Program al Duke
Energy’s DEGS of Namows, LI C. power plani facility in Namows, Virginia. The investigation has revealed evidence of Falsificafion of data by an employee n%_tg the quality
assurance lesting of its continuous emissions monitoring system to monilor heat input and NOx emissions. In Decamber 2005, Duke Ene_;gé yoluntaniy disclosed § .
viclations to the EPA ang Virginia Depatment of Environmental Qualcig 9(’052& and n January 2007, Duke Energy made a fulk written disdosure of the investigation's findings
ta the EPA and the VDEQ, in Deoemgef 2007, the EPA issuad a noti violaion. Duke Energy has iaken appﬂmate disciplinary action, Including terminalion, with re?hpemo
the employees involved with the false reporting. 1is not possible to predict wath certainty whether Duke Enedy will incur any liabifty or ic esimale the damages, i any, that
Duke Energy might incur in connectien with this matter,

On March 10, 2008, the EPA issued & Clean Aj Viclation/Fi i VIFOW) assarting non ce with S02 emission li i
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factual basis far the FO&.'NOV. Duke Engrgy is unable tooprsdid 5;1 this time MlatfeiFany, remerdies or potential penallios may resull from the Fo%cu

Other. As part of #ts normal busingss, Duke Enangy is a pasty to vartous financial guarantees, performance guarantees and dther contractual commitments 1o extend
guarantoes ol Credit and other assistance 10 variaus subsidiaries, investeas and othar third parties. To varying degrees, these guarantees involve elements of performeance and
oradil risk, which ars not induded on the Consolidated Balance Shests. The poasibility of Duke Energy having to honor its conlingencies Is larpely dependent upon futlre
operations of various subsidiaries, investeas and other thind paries, or the accurrance of certein fulure events. For further information sea Mote 15.

In addition, Duke Energy enters into various fived-price, nan-cancelable commitments to parchase or sefl power (lolling arrangements or power purchase contracts),
take-or-pay arrangarnents, transgarstation or throughput agreements and other contracts that may or may not be recegnized on the Consdlidated Balance Sheets. Some of
these arrangemeants may be recognized al market value on the Consclidaled Batance Sheels a3 trading contracts or qualifying hadge positions.

15. Guarantegs and Indemnifications .

Duke Energy and its subsidiaries have various finandial and performance guarantees and indemnifications which zre issued in the normal course of business. As
discussed below, these contracts indude performance guaraniess, stand-by letters of credit, dett guaraniees, surety bonds and indemnifications. Duke Energy and its
subsickanies enter inta these arrangements to facilitate commarcial transactions with third parties by enhancing the value of the iransadion fo the thied party,

As discussed in Note 1, on January 2, 2007, Duke Enengy complated the spin-off of its natural gas businesses to shareholders. Guarantees that were issued by Duke
Energy, Cinergy, or Inlernational Energy, of were assigned fo Duke Energy prior to the spin-off semained with Duke Energy subsequent {o the spin-off. Guarantees issued by
Spectra Energy Capital or its affiliates prior to the spin-ofl remained with Specira Energy Capital subsequent fo the spin-off, excapt for cerlain guaramiees discussed helow thal
are in the precess of being assigned to Duke Energy. During this assignment period, Duke Energy has indemnified Specira Energy Capital against any losses incuved under
these guarames ghligations. _ N

Duke Energy has issued performance guarantees to cusiomers and wlher third parfies that guarantss the payment and performance of dther parties, inciuding carlain
non-wholly-owned entfiies, as well as guarantees of dabl of certain non-consolivaled entities and less than wholly-cwned consclidated entities. #f such entities wers {o default
on paymants af performance, Duke Ensrgy would be required under the guarentess lo make payments on the obligaticns of the less than wholly-ovmed entities. The maximum
potantial amaunt of fulure payments Duke Energy couid have been required to make under ihese guarantees as of March 31, 2008 was approximately §524 million,
Appraximately $400 million of the guaraniees expire between 2008 and 2039, with the remaining pert # quarantees having no ctual expiration. In addition, Spectra
Energy Capitalis in the process of assigning performance guarantess with maximum patentizl amounts of future payments of appraxdmately 5143 million 10 Duke Energy, as
discussad above, Duke Energy has indemnified Specira Energy Capital for amy losses incurred as a result of these Guarantees during the assignment period.
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Duke Energy uses bank-issued stand-by letters of credit to secure the performancs of non-wholly-cwned entities (o a thind party or customer, Under these arangemeants,
Duke Energy has payment obligations (o the issuing bank which are triggered by a draw by the third party or cusiomer due to the failare of the non-wholly-cwnad sntity 1o
perform according to the lerms of its underlying centract. The maximum potential amount of future payments Duke Energy could have been requined to maka under thesa
letters of credit as of March 31, 2008 was approximately $25 million. Substantially all of thesa letters of credit wers issued on behalf of less than wholly-ownad consclidatad
enlities snd nen-consolidated entities and expire in 2008 and 2009,

Duke Energy has guaranteed certain issuears of surety bonds, obligating itself to make paymant upon the failure of a non-wholly-owned entity to honor its obfigations to a
third party. As of March 21, 2008, Duke Energy had quaranteed approximately 5129 milion of outstandng surety bonds related 1o obligations of nor-whatly-owned entities, of
which approximately $125 million reiates to projects ai Crescent. The majority of these bands expire in various amounts in 2008; however, Duke Energy has a bond indemnity
obligation through Seplember 2009 for the Crescent projects related o thesa cutstanding bonds.

Additienally, Duke Energy has issued guarantees to customers or other third partes related 1o the payment or parformance cbigations of certein entities that were
previously wholly owned by Duke Energy but which have been sold to third pardies, such as DukeSolutions, Inc. {DhkeSolutians) and Duke Engineering & Services, lnc,
(DEAS). Thesa guarantees are primarily related to payment of lease obligations, delbt cbligations, and perfarmanca guaraniees related to proviaion of goods and services, Duke
Energy has recaived back-o-back indemnification from the buyer of DE&S indemnifying Duke Energy for any amounts paid related to the DELS guarantess, Duke Energy alac
received indemnification from the buyer of DukeSclutions for the first $2.5 millian psid by Duke Enetqy refated 10 the DukeSolutions guarantees. Further, Duke Enargy granted
indemnification to the buyer of DukeSolutions with respect fo losses arising under some enengy services agneemants retainad by DukeSolutions affer the sale, provided that the
buyer agreed to bear 100% of the performance risk and 50% of any olher isk up t0 an aggregate maimum of $2.5 million (less any amounts paid by the buyer under the
indemnity discussed abeve), Additionally, ior cerigin performance guaraniees, Duke Energy has recourse to subcontraciars inveived in providing services 10 a customer. These
guarantees have various {erms ranging from 2008 1o 2019, with clhers having no specific term. The maximum polantial amount of fuhwe paymenta under these guarantees as
of March 31, 2008 was approximately $53 mitlion,

Duke Enargy has entered into various indemnification agreements refated fo purchase and sale agreemenis and other types of contraclual agreements with vendars and
ather third parties. These agreements typically cover environmental, tax, liigation and other matters, as well a5 braaches of represeniations, warranties Ml covenants.
Typicaly, daims may be made by third parties for various periads of time, depending on the nature of the claim. Buke Energy’s potential exposure under these indemnification
agreements can range from a specified amount, such &s the purchase price, 1a an unfimited dollar amount, depending on the nature of the claim and the perticular transaction.
Duke Energy is unable Lo estimate the total potential amount of future payments under these indemnification agreements due to soveral factors, such as the unlimited exposure
under cerain guarantees.

At March 31, 2008, the amounts of the fair vafue recarded far the guaraniees and indemnifications menticned above are immaterial, both individually and in the aggregate.

16, Fair Value of Financial Assets and Liabilities )

On January 1, 2008, Duke Energy adopled SFAS No. 157, “Fair Vaiue Measurements,” (SFAS Na, 157), Duke Energy’s adoplicn of 3FAS No, 157 is cuently imiled fo
financial mstruments and to nan-financikak derivatives as. in Fabruary 2008, the FASB issued FSP No, 157-2, which defayed the effective dale of SFAS No. 157 for one year for
nanfinancial assets and liabilities. except for ilems that ae recognized or disclosad al fair value in the financial slatements on a recurting basis, There was no cumulalive affect
adjustment to retained earnings for Duke Energy as a resull of the adoption of SFAS No. 167,

SFAS No. 157 definas fair value, establishes a framework for measwing fair value in GAAP and expands disclosure requirements about fair value measurements. Under
SFAS Mo, 157, fair value is considered 1o be the exchange price in an ordeﬂy transaction batween market participants {o sell an assel or transfer a liability ai ihe measurament
date. The fair value definifion under SFAS No. 157 focuses on an exit price, which is the price that wauld be received by Duke Energy to sell an asset o paid fo transfer g
liability versus an entry price, which would be the price paid (o acquire an asset or recaived o assume & liability. Although SFAS Mo, 157 does nol require addiional fair value
measurements, il applies to other accounting pronouncements that require or permit fair value measurements.
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Duke Enargy determines fair value of inancral assels and Gabilities based on the follawing fair vatus hisrarchy, as presenbed by SFAS Mo, 157, which priariiizes the inputs
to valualtion techniques usad to measure fair value into three lovels;
Level 1 inputs—unadusted quoted pnces in active markets lor identical assets or abifities that Duke Energy has the ability to actess. An aclive market lor the asset or
tiahifity is one in which transactions for the asset or fiability ocour with sufficient frequency and volume to provide ongaing pricing information. Duke Energy does not adjust
qubted market prices an Level 1 inpuls for any blockage factor.
Lavel 2 inputs—inputs other than quoted market prices included in Leve! 1 thal are cbservable, either directly or indirectly, for the asset or liabilty. Level 2 inputs include,
but are not limited to, quated prices for similar assets or liabillies in an active markst, quoted prices for identical or similar aaseds or liabilities in markels that are not active
and inputs other than quoled markel prices that are observable for the asset or liabifity, such as interest rate curves and yieks curves obssrvable at commonly quoted
intervals, volaifities, credit tisk and default rates.
Level 3 inputs—unobservable inpuls for the asset or fiatdlity.
In February 2007, the FASE issued SFAS No. 159, "The Fair Value Option for Financial Assets and Finandial Liabiiitias- including an amandment of FASS Statement
No. 115 (SFAS No. 159}, which permits entities to elect 10 measure many financial instruments and certain other tems at fair value, For Duke Enemy, SFAS No. 169 was
effective as of January 1, 2008 and had no impact on amounts presentad for pariods prior to the effective date. Duke Energy does not curmenty have any financial assels of
financial Kabilities for which the provisions of SFAS Na. 159 have bean elected. However, in (ke fulurg, Duke Energy may elect to measure eerain finandal instruments at fair
value in aceordance with this standard.
The following table provides the fair value measureman amounts for assets and liabiities recorded on Duke Energy’s Consalidated Balance Sheets al fair value at
March 31, 2008:

Descripfion - - Ee s
Investments in avalable for sale auclion rate securities {a)
Nudlear decommissioning trust Typd =270 - s
Other long-term available lor sale securities (a)
Deérivative assais(b) ~ . :
Tolad Assets
Dervative liatilittes (c}
Met Assets

(a] Included in Other within Investments and Other Assets in the Consolidated Balance Sheets.
{b) included in Other within Current Assets and Other within investments and Cther Assets on the Gonsofidated Balance Sheets.

{c) Included in Other within Current Liahilities and Other within Deferred Credits and Other Liabifities on the Consolidated Balance Sheats.
7
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The following table provides a reconciiation of beginning and ending balances of assets measurad at faik value on a recurring basis whera the determination of fair vakee
includes significant uncbservahle inputs (Level 3%

RoRiorward of Level 3 measurements Available-for-Safe

Balance  January 1, 2008 - .
Transfars in to Level 3 ) L
Total pre-tax rediized or tinrealized gaing inclutipd In sarrings’
Revanue, nonregulated
Tatal pie-fax losses inciuded in other compratisnsive-income;
Met purchases, sales, issuances and settfemenis 7
Total gains inclyded of balance shest as regifalory aseat or liabilityar &3
Balance at March 31, 2008

Pra-tax amounts included in the Consolidated Statements of Cpecations related to Leval 3 measurements
outstanding at March 31, 2008: ] o o
Totat i — 2 ]

Valugtion metheds of the primary fair value measurements disclosad above are a3 fallows:

Investments in equity securities: investmants in squity securities are typically valued & the dosing price in the principal active market as of the last business day of the
quarter. Principal active markels for equity prices include published exchanges such as NASDAQ, NYSE, NYMEX and Chicago Board of Trade, as wall as pink sheets, which is.
an electranic quaotation system that displays quotes for broker-dealars for many overthe-counter securities, Foraign equity prices are transiated from thelr trading currency
using the currency exchange rala in effact at the close of the principal active markel. Dulke Engngy doas nat adiust prices {o reflect for aftes-hours market activity. The majority
of Duke Energy's investments in equity securities are valued using Levsel 1 measwements. .

{nvestments in avaitable-for-sale auction rate securities: As of March 31, 2008, Duke Energy has appraximetely $304 rillon par value (approximately $280 milkon fair
valug) of auction rate securities which are currantly ittiquid. AYl of these securitios were valued as of March 31, 2008 using Level 3 measurements. Valuglions werd detarmined
based on a combination of broker quotes, where available, internal modeling of comparable instrumanta or discourded cash flow analyses. In prepaiing the valuations, alf .
significant value drivers were considered, including the underlyirg collataral, Refer i Mode 19 for additional information on Duke Enertyy's investments in auction rate securilies,

Investments in debt securities: Most deltt investments ars valued based on a calculation using inferest rale curves and credit sproads applied 1o the terms of the debt
instrument (malurity and coupan interast rate) and consider the counterparty credit rating. Most debl valusiions are Level 2 measures. If the market for a particular fixed income
security is relatively inactive or illiquid, the measurement is a Level 3 measurement. U.S, Traasury debl is typically a Leve| 1 measurement. i

Commodity derivatives: The prcing for commeadity dervatives is primarily a caiculated valie which incarporates the forward price and is adjusted for iquidiy (bid-ask
spread), credit of nor-perfarmance risk {atier reflecling credit enhancements such as collataral} and discounted 1o prasent value. The primary difference between a Level 2 and
a Level 3 measurement has to do with the level of activity in forward markets for the canwmodity. if the markel is relatively Inaclive, the measwemant is deemed to ba a Level 3
measuramant. Some commodily derivatives are NYMEX contracts, which Duke Energy ciassifies as Level 1 measuremants.

s

17. New Accounting Standards

The tallowing new ateounting standards were adopted by Duke Enargy subsequant to March 21, Z00F and the impact of such adoplion, if appiicable, has been presented
in the accompanying Consolidated Financial Statements:

SFAS No. 157 Refer 1o Note 16 for a discussion of Duke Energy’s adoption of SFAS Mo. 157.

SFAS Ng. 159. Refer 1o Mate 16 for a discussion of Duke Energy's adoption of SFAS Mo. 159,

FSP No. FIN 39-1. Refer to Nats 1 for a discussion of Duke Eneegy’s adoption of FSP No. FIN 33-1,
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EfTF Issue No. 08-11, “Accounting for income Tax Benefits of Dividends on Share-Based Payment Awards” (EITF 66-11). in Juns 2007, the EITF reached a consensus
that would require reafized income tax benefits from dividends or dividend equivalents that ara changed to vetained eamings and paid to employess for equity-classifizd
nonvested equity shares, nonvesled equity share units, and outstanding equily shana aptions ta be recognized as anincrease to additionsl paid-in capital. In addition,

EITF 05-11 requires that dividends on equity-classified share-based paymant awards be reallocated between retained camings (for awards exgected to vest) and

compensation cost (for awards nol expected to vest) each reporting perind to reflect cument foraiture estimates. For Duke Energy, EITF 06-11 haa been applied prospectively

to the incame tax benefits of dividends on equity-ciassified employes share-based payment awards thal are declared in fiscal ysars heginning January 1, 2008, as well as

interim periods within thase fiscal years. The adoption of EITF 06~11 did not have a material impact on Duke Energy's consolidated results of aperations, cash fiows or financial
ition.

The following new accounting standards have been issued, but hava not yel been adapled by Duke Energy as of March 31, 20D8:

SFAS No. 141 {revised 2007), *Business Combinafions” (SFAS No. 141R4. n December 2007, the FASE issued SFAS Mo. 141R, which replaces SFAS No, 141,
“Gusiness Combinations.” SFAS No. 141R ratains the fundamental requiremenis in SFAS Ne. 141 that the acquisition mathod of accounting be used for 8] business
combinations and thal an acquirer ba identified for aach business combination, This stalement also establishes principles and requiremeants for haw an acquirer recogizes and
measures in its financial statlameants the idantifiable atsaty acquired, the fiabilities assumed, any nonconirolling (minosity) interesis in an scquires, and any goodwilt acquired In
a business combination ar gain recagnized fram a bargain purchase, For Duke Energy, SFAS No, 141R must be applisd proapectively to business combinations for which the
acquisition date accurs on or after January 1, 2009. The impact o Dukae Energy of applying SFAS No. 141R for paricda subsequent to implementafion will be dependent upan
the nalure of any transactions within the scope of SFAS No. 141R. SFAS No. 141R changes the accounting for income taxes related ‘o prior husiness combinations, such as
Duke Energy’s mergar with Cinergy. Subsequent la the effective dele of SFAS Na. 141R, the resolution of fax contingencles relating to Cinergy that existed as of the data of the
merger Iwill he required to be reflected in the Consolidaled Stalernents of Operations instead of being seflected as an adjustment {o the purchase price via an adjustrant to

ill.

SFAS No. 160, “Nancontroiiing Interssts in Cansatidated Finencis/ Statements—an amendment of Accounting Research Brdletin (ARB) No. 51 (SRAS No. 160). In
December 2007, the FASE issued SFAS Na. 160, which amends ARB Ne. 51, “Consalidaled Financlal Statsmants,” to establish eccounting and roporting standards forthe
nonconiroing (minarity) interest in a subsidiary and for the deconsotidalion of a subsidiary, SFAS No. 160 ciariies that a noncontrofiing intenast in a subsidiary is an ownership.
frterest M & consalidated entity that shauld be reportad as equity in the consofidated financial statements. This stalemant alzo changes the way the consolidatad incame
statement is presentad by requiring consslidated net income to be reperted at amounts that include the amaunts attributable 1o both the pesent and the nohcontraliing interest.
In adcition, SFAS No. 160 establishes a single method of accounting for changes in a parent's cwnership interest in a subsidiary that do not result in deconsolldation. ForDuj(B
Encegy, SFAS No. 160 s effective as of January 1, 2009, and musi be applied prospectively, except for cartain presentation and disclesure requirernents which must be appled
retrospectivaly. Duke Energy is cutrently evaluating the impart of adopting SFAS No. 180, .

SFAS No. 167, “Distiosures about Derivative instruments and Hedging Activities—an amendment te FASB Statement No, 133" {SFAS Na. 161). In March 2008, the FASB
issued SFAS Na. 161, which amends and expands the disdosure requiremants for derivative instruments and hedging activities prescribed by SFAS Na, 133, “Accounting For
Derivative Instruments and Hedging Activitics.” SFAS No. 161 requires qualtative disciosuras about objectives and stratepies for using derivatives, quantitative disclosures
about fair value amounts of and gains and losses on derivative inslruments, and disclosures about credit-tisk-related conlingent features in derivative agresments, Ouke Energy
will adapt SFAS No. 161 as of January 1, 2009 and SFAS Na. 161 ancourages, but does nal require, comparative discioswe for garlier periads at iniliat adoptlion, The adoplion
of SFAS No, 161 will not have any impact an Duke Enargy's consolidated results of aperalians, cash flows ar financial position.

18. income Taxes and Other Taxes
Duke Enargy ar ils subsidiaries fils incorme tax returns in the U5, with federal and various state govermmental authorities, and in cartain foreign jurisdiclions.
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DUKE ENERGY CORPURATION

Notes To Unaudited Consclidated Financial Statements—(Continued)
The following lable details the changes in Duke Energy’s unrecognized lax benefits from January 1, 2008 (o March 31, 2008,

Unrecognized Tax Benefits—January 1;2008"

Unrecognized Tax Bepefits Changes

Gross incresases-—1ax posrtlolwm'pnor

Gross decreases—ax positions in prior panods
 Grogs increases—ourrent perio-tax

Total Changes

Unrgoognized Tax Benefits—March 3172008

Al March 31, 2008 and Decambar 31, 2007, Du.ke Energy had approximately $124 million and 5114 million, respectively, of snrecagnized tax beneilts ihat if recogrized,
wouid affect the effective tax rate. Addmona!ly at March 31, 2008, Duke Energy has approximately §18 mitlion and $5 million that, if recognized, would affect income From
Digcontinued Operations, net of tax, and Goadwill, tespectwety

ftis reasonably possible that Duke Energy will reflect an approximate $65 million reduction in unrecognized tax benefits within the nexi twalve months due to expected
settlemants. Also, it is reasonably possible that up to appmnmtely $100 million in currerdly recarded unrecognized tax benefits related to prier open 1ax years could change
within the nexd twelve monlhs, afthough Duke Energy is unable to further estimate the amount of potenial change at this tme. Duke Energy expects in the next tweive months
1o decide whether or not to contest a nling by the taxing authorities that denied its position.

Duke Enemgy is assessing certain other tax matters, which da not represent tax positions under FASH Inferpretation (FIN) 48, “Accounting for Uncertainty in income
Taxes-an Iniarpretation of FASE Statement 108," which could resull in gains in fubure parieds. However, the timing and amounts of any such patential gaina are not currently
estimatle,

During the three months endad March 31, 2008, Duke Energy racognized an immatarial amount of net interest expense in the Cansolldated Statements of Operations
related to income taxes, Al March 31, 2008, Duke Energy had approximately $26 mitlion of interest receivable, which fefiects o interest related 1o Income taxes, and $2 milion
acornued for the paymeni of penalties recorded in the Consolidated Balanca Shasts,

Duke Energy has the Tollowing tax years open.

Jdurisdiction = Jax Years

Faderal 1983 and after (except for Cinergy and its subsidiadas, which are apan for years 2000 and aiter)
I'ﬁale ol gﬂéggmv :’;{Wd thraugh 2001 except for certain refund claims for tax years 1978-2001 and any adjusiments related to open federal years
ermation; an (o

The eflective lax rale for income from conlinuing eperations for the three months ended March 31, 2008 was approximately 32.5% as compared to 28.2% for the same
Eeﬂod ||; 2{)0;0'{?1: increase in the effeclive lax rata is due primarlly to the recognition of the reduction mthe unitary slata lax rate in 2007 as a resuylt of the spin-off of Specira
nerqgy {ses e 1).
As of March 31, 2008 and December 31, 2007, approximately $280 million and $312 miflion, respectivsly, of curren! defarmed tax assets were included in Othar within
Current Assets on the Consolidated Batance Sheats. At March 31, 2008, these balances exceeded 5% of tolal cumeni assels.

40

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



Table of Contents
PART |

DUKE ENERGY CORPORATION
Notas To Unaudited Censolidated Financlal Statements—{Continued}

Excise Taxes. Cartain excise faxes ieviad by stats or local governments are collected by Duke Enengy fram its customers. These taxes, which are requitad to be pald
regardless of Duke Energy's abilily ta collact from tha customsr, are accounted for on a gross basis. When Duke Enargy acty as an agent, and the tax is not required 1o be
remitied ¥ it is nat collected fram the customer, the taxes are accounted for on a net basis, Duke Energy’s exclse taves accaunted for on a gross basls and recarded as
operating revenues in the accompanying Consolidafed Statements of Operations for the three months ended March 31, 2008 svd 2007 were a3 follows:

Three Manths Ended Three Montha Ended
March 31, 2007

March 31, 2008 4

19. Other Comprehensive Income

At Decembar 31, 2007, Duke Energy held approximately $430 militon of investments in auction rate debt secoritias, substantially ak of which were sold 8t auction in
January 2008 at full principal amounts. Duke Energy made additional investments in auction rate debt securities during the first quarler of 2008, which primarily consistad of
invesimenls in AAA rated student oan securities which have very minimal credit isk as substantially all values are ulimately backed by the 1.5, Federal government. At
March 31, 2008, Duke Energy held approximately $300 million par vajue of mvestments in auclion rale deint securities. As & resudt of the current illiquid maket for auction rate
deht secunities, at March 31, 2008, Duke Ensrgy has classified all its investiments in auclion rale debi securities as long-term investmerds in Other within invastments and Other
Assets an the Consolidated Balance Shests. Management of Duice Energy has the interd and ability 10 hold these securnifies until the oredit markets regain figuidity or the
ingtruments are refunded by the issuer under jhe terms of the indenture, such thai these holdings can be redasmed at their stated par values. As these securities are treated as
available-for-sale securities under SFAS Na. 115, “Accounting for Certain investrments in Debt and Equily Securtties,” Duke Energy performed a valuation of its investmant
haldings al March 31, 2008 (cansistent with provisiona of SFAS No. 157 — see Note 16} and determined hat the carrying value of these investments exceadsd the currant
estimated fair value of these investments by approximately 520 milion. Duke Energy recorded the reductian In. carrying value of these investments as a campanent of Other
Comprehensive Income during the three montha ended March 31, 2008 es managemend helieves the reduction in fair value is temporary. Management will continue ta manitar
the cafrying value of these investments in the future to determine if any other-than-temporary impalrment losses shoudd be reconded.

20, Subsequent Events .
For mfo«matian on subsequent events related fo debt and credit facilities, discontinuad operations and assets hald for sale, regulatory matters, and comeriimenis and
contingences, see Notes 7, 11, 13 and 14, raspectively.
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tem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

INTRODUCTION
Managemant's Discussion and Analysis should be r2ad in conjunclion wilh the Gonsolidated Financlal Siastements.

Executiva Overviaw

Net income was 3485 milion for the first quarter of 2008 &8 compared to $357 milion for the first quarter of 2007. Diluled eamings per share increased from $0.28 per
share in the firsl quarler 9 2007 1o $0.37 per share m the first quarter of 2008 primarily due to the inareass in net incame in tha frst quarter of 2008 as compared to the same
parniod in 2007, as described further below.

Income from continuing operations increased from $337 milkon Tor the Arst guarter of 2007 to $463 milicn far the first quarter of 2008, Tolal business segment EBIT
incraased from 3833 million to $899 million. The increase for U.S. Franchised Slectrdc and Gas of $63 million was primarily atlibuted (o the condusion in the thied quarier of
2007 of North Carolina cléan air amortization in 2007, the substantial completion of rate eradits in 2007 related lo-the merger with Cinergy Gorp. (Cinergy), favorabie weather
and higher aiowance for funds used durng construction (AFUDC), partially offset by lower retail rates resulling from the North Carolina 2007 rate review, a favorable selthement
with the Departmeant of Energy that occurrsd in 2007 refated {o its obligation to accepl and dispose of used nudlear fuel, higher depredation experme s fowar Bulk Puwer
Marketing results, net of sharing. Segment rasulis for Commencizl Pawer improved 3133 million, primarily due ta improved mark-to-market impacts of economic hedges, lower
purchase accaunting net expansas, gaing on the sale of amission allowances and imgroved resulls of the Midwast gas-fired assets, pariially offset by higher axpenses from
increased plant maintenance dus to plant oulages. The $20 milion increase in segment resulls for international Energy wera driven primarily by higher mangins at Mational
Meihano! Company (NMC} and favorabla foreign excharge rates, parkally offset by unfavorable ydrology in Latin Amarica. Results at Crescent were fiat for the three months
ended March 31, 2008 as compaved to the same period in tha prior year, reflecting the ongoing challenges in the averall real estate marksls,

The increase in segment ESIT was parlially offset by higher interest expense of approximately $19 million due pimarily to highar debi balances. The effective tax rate for
the firs! quarter 2008 increased % approximately 32% compared {o 28% in the same period in 2007 primarily due to of the recognifion of a reduction in the unitary-state Lax rate
in 2007 as a result of the spin-off of Spactra Energy.

The decrease in income from discontinued operations from $20 million in firsl quarter 2007 to $2 milfion in 2008 primarily refleds the dassification of the resulls of
aperations for Commerdal Powery's syntheiic fuel {synfual) operations as discontinued operations as a resuft of the cessation of synfuel operations on December 31, 2007 due
{0 the expiration of cerain tax cradits.

RESULTS OF OPERATIONS
Results of Operations and Varlances (in millions)

Three Months Ended
WMavch 31,

Operating.revenuss - s

Operaling expenses '

Gains (losses) on.aales of other asvels.and dther: ret’
Operaling incams

Othier income and expenses, net
Interest expense

Minorily interast sxpanse o i
Income from continuing opsrations before income tas
Incorné tax expanse fram sontinuing-operations =
incamae from cantinuing operations

Income {ram diseontinued cperations, net of et .. . ..
Het income
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The following is a summary discussion of the consolidated results of operations and variances, which is followed by 3 discussion of results by segment.

Consoligated Operating Revenues
_ Three Months Ended March 371, 2008 as Compared to March 37, 2007. Gonsolidated operating revanues for the three months ended Masch 31, 2008 increased 3302
million, cormpared to the same period in 2007, This change was primarily driven by the following:

+  A%202 milion increase at L).S, Franchised Eieclric and Gas driven primariiy by an increase in fuel revenues (including smissinn allowances) primarily driven by higher
fuel prices (approximately $163 million), substartial completion in 2007 of the shaning of anticipated merger savings (approximately 551 miflion), and favorable weather
canditions {approximately $32 million), partially offset by a decrease in retad rales and rate riders primarily relsted to new retail base rates implemenited in North
Carolina in the first quarter of 2008, net of incraases in recoveries of Duke Energy lndiana's anvronmantal compliance costs fram relail customers and the Demand
Side Managament rider implemented in Ohio ins the third quacer of 2007 (approximately $25 millon] and a decrease in wholusala power revanues, net of sharing,
pr_tl:(mri}ly due to increased sharing of profits with Horth Caroling refail customers and lower Midwesl sales velumes largely driven by forced outages {(approximately $18
million).

+  A§70 milion increase at Commercial Power primarily dus 12 an increase in mark-lo-market revenues on non-qualifying power and capacity hedge contracts
{(approximataly $33 million), an increase in retall electric revenues due to increased amastization of purchase accounting valuation liability of the rate stabilizotion plan
and increased retail demand resulting from a favorable weather in 2008 (appraximately $19 miliion} and increased revenues from the Midwast gas-fired generaiion
assets due pimarly 1o higher genaration velumes due 1a favorable weather as well as higher PJM capacity revenues [approximately 317 miillicn), and

«  ASd4 million increase at Intemationa! Energy due primanly to higher average energy prices and the sirengthening of the Heal against the U.S. doflar in Brazil, paally
offset by lower volumes {(approximately $24 million). higher average energy prices in Guatermala and B} Salvador (approximately $27 million) and increased natural gas
liquids sales in Peru (approximalety $8 milkon) partizdly offset by decreased sales volume as a resull of unfavorabie hydroiogy in Ecuador [approximately $16 mitlion).

Consolidated Operating Expenses
Three Months Ended March 31, 2008 as Compared to March 31, 2007. Consolidated operating sxpenses for the three months ended March 31, 2008 increased $168
milkion, compared ta the same periad in 2007. This change was primarily driven by the following:

+ A§164 million increase at L1.S. Franchised Eleclric and Gas driven primarily by an increase in fuel expense, including purchased power {(approximately $171 million},
increased operating and maintenance expenses crimarily due to higher oulage and maintenance costs ai generating plants (approximataly 321 milion) and increased
depreciation due primarily to addifionst capilal spending (approximately $20 milkon). parially offset by decreasad regulatory amoriization expense related 1o the
completion in 2007 of Nurth Carclina clean air legisiation compliance cosls,

+  A347 million increase al International Energy due primarily to higher operating and ganersl and administrative costs and the strengthening of the Real against the U.S.
dollar in Brazil {approximately $16 million), increased fuel and purchased power casis in Guatamala (approximately $14 million), Mgher fuel costs due to increased
generation in £l Salvadar {approximaiely $13 million) and higher purchased power costs due to unfavorabla hydrology in Argentina (approximately §7 milion), partially
offset by bower generafion in Ecuador (approximately 311 miliion), parfiaily offset by

- A$39 million dacreasa st Commercial Power primarily due o an increase in mark-to-market gaing on non-gqualifying fuel hedge corfracts {approximately $40 million}
and lower sulfur dioxide emission sllowance expenses due to instaligtion of Aue gas desulfuization equipment {approxdmately $13 million), partiglly offset by increasad
fuel and operating expenses for the Midwest gas-fired generation assels dua to increased generation volumes in 2008 (approximately $7 miltion) and increasad
operaling expenses primarly due 1o increased plant mainienance {approximately $5 mitlion).

Consolidated Gains [Losses) on Sales of Other Assets and Cther, Net

Consolidaled gain {losses) on sales of other assels and other. net was a gain of appraximately $18 mifion and a loss of approximately $11 milison for the three manths
ended March 31, 2008 and 2007, respactively. The net gain for the thres months ended March 31, 2008 and net loss for the three months ended March 31, 2007 were due
primanily to Commercial Power's sale of emission allowances.
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Consolidated Operating Income
Consolidaled aperating income for the three manths ended March 31, 2008 increased $153 milion, compared to 1he same period in 2007, Drivers to cporaling income are
discussed above.

Gonsokidated Othar Income and Expenses, Net X

Cansglidated other inceme and expenses, net for the thres months ended arch 31, 2008 increased 364 miflion compared to the same penicd in 2007. The increase was
driven primarily by an increase in equity earmings of $24 million due primarily to increased aquity eamings at Interational Energy of approximately $23 million primarily related
to its investment in NMC, a $21 milllion charge in the firsl quaner of 2007 associated with convertibla dabt related Lo the spin-off of Speclra Energy with na comparable chirge
:turintg"the first quartar of 2008, and an §18 million increase in the squity component of allowance for funds used during construcion (AFUDC) a5 a result of additional capita)
spending,

Consolidaled Interest Expense .
Consofidated interest expense for the three months endad March 31, 2008 ncreased $19 milion, compared to ha same period in 2007. This increase was due primardly lo
higher deti balances,

Consolidated income Tax Expense from Continuing Operations

Consolidated income tax expense from cantimuing operations for the three months ended March 31, 2008 increased $8) million compared 1o the same period in 2007. The
increase is primany the result of higher pre-tax income and a higher effective 1ax rate for the throe menihis ended March 31, 2008 (32%) compared o the same period in 2007
(29%). The increass in the effective tax rate is due primarily to the recognition of the raduclion in the unitary stale tax rate in 2007 as a reault of the spin-off of Spectra Energy.

Consolidated Ingome from Discontinued Operations, Net of tax .

Consofidated inceme from discontinued operations, ned of tax, far the thres months ended March 31, 2008 dacreased $16 million, compared (o the same pariod in 2007,
The decrease pamaiily relates ta the incusion of tha results of Commerdial Power's synfusl cperations (appraximately 512 eillion of afler-tax eaminga, including an
approximate $::: wiliion 12 benefit), which ceased upon the expiration of tax credits on December 31, 2007 and were reclassified to discontinued operations; inthe thres
moenths ended March 31, 2007,

Segment Results

Management evaluates segment perfarmanee based on eamings before interest and taxes from continuing operations, alter deduciing minarity interest expense relatad to
those profits (EBIT). On a sagment basis, ERIT excludes discominued operations, represents all profits from cantining operations {both eperaling and non-operating) hefere
deducting interest and taxes, and is het of the minoriy interest expense related to those profits. Gash, cash equivalents and shorl-term invesiments are managed centrally by
Duke Energy, so the gains and losses on foreign cumrency remeasurement and inlerest and dividend Income on those balances are exdluded from the segments’ EBIT,
Managsment considers ssgment EBIT (o be a good indicator of each ssgment's operating performance from Rs confinuing operations as # represends the results of Duke
Energy's ownership interest in operations without regard to financing methods or capilal struciures.
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Duke Energy's segment EBIT may not e comparable to a simitardy titted measure of anather company becausa other entities may nat calculate EBIT in the same manner.
Segment EBIT is summarized in the following table, and detsiled discussions fallow.

EBIT by Business Segment (in millions)

.S, Franchised Electic and Gas -
Commercial Powsr

iteriateal ERergy . o

Crescent

Total veportatile segment €8/T.

Other

Total reportatide segment and other EB(T -
Interesl expanse

Inerest income and ather™. ot S L 3 e
Consolidated income from continuing operahcns before |r|corne taxes g gs 476

{a) Other within Interast Incoma ang Other indudes foraign cumency transection gains and losses.
The amaounts discussed below include intercompany transaciions that are siiminated in the Consolidated Financial Siaterents.
U.S. Franchised Electric and Gas

U.S. Franchised Electric and Gas includes the regulaied operations of Duke Energy Carolinas, LLC (Duke Enangy Caralinas), Duke Energy Ohid, inc. (Duke Energy Ohia),
Duke Energy Indiana, Inc. (Cuke Energy Indiana) and Duke Energy Kentuchy, Inc. (Duke Energy Kentucky).

(in millions, except where noted)
Operating revénues : ]
QOperating expenses
Gains {[osses) on sales uf other astets aid Gther Kt
Dperalmg income
Other income and expenses, net ~

EBIT

Duke Energy Carolinas Gwh salest® -~ 7~
Duke Energy Midwes! GWh sales(i(b]
Net proportional MW capacity in operation(™ .

{a) Gigawalt-hours (GWh}
(b} Duke Energy Ohio, Duke Enargy {indiana and Duka Energy Kerfucky colleclively refermed to as Duke Energy Michvest

{} Megawatl (MW)
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The following table shows the percent changes in GWh sales and average numbar of customers for Duke Energy Carolings for the theee menihs ended March 31, 2008
comgared to the same period in the prior year.

Increase {decroase) over prior year
Genarsl service sajesi ’

Tata) Giilie Efiargy Carolinas seles{d) -
Average number of customers

{a) Major componenis of Duke Energy Carofinas' retad sales,

(b) Consists urL all camponents of Duke Energy Carolinas’ sales, including retaii sales, and wholesale sales to incarporated municipafities and 1o public and private uiiliies and
power markelers.
The following labla shows the parcent changes in GWh sales and average number of customers for Duke Energy Midwest for the three months ended March 31, 2008
compared to the same pacod in the prior year,

increase ([decrease) over prior yoar
Residéntialsalesta :

indusiialsales(e

Wholesale sales

Total Duke Eridrgy Midwest-sates &)
Average numbes of customers

{ay Major companents of Duke Enargy Midwest's retall seles.

{b) Consists of ali companents of Duke Energy Midwest's sales, including retall salas, and wholesale sales to incorparated municipaiies and to public and private utilities and
pawer mavketers,

Three Months Ended March 31, 2008 as Compared to March 31, 2007
Cperating Revenues. The increase was driven primarity by:

+ A %183 million increase in fuel revenues Gincluding emission allowancas) driven primarily by increased retal fusl rates. Fusl rates increased primarily tke 4o increased
caal fransportation and nalural gas costs. These fuel revenuss represent sales io relail and wholesale customers;

< A$51 million increase related to the substantial completion in 2007 of the sharing of anticipstad merger savings through rate decrement riders with regulatsd
customars, and :

» AB3Z million merease In GWh sales 10 retail customars due to favorable weathar conditions. For the Midwest, heating degree days for the first quarter of 2008 wers
approximately 10% above normal compared to 6% above normal during the Sama period in 2007, For the Carolinas, heating degres days for the first quarter of 2008
were approximately 1% below normal compared 10 8% below narmal during the same perdod in 2007, The number of healing degree days for the first quarter of 2008
was approximately 5% greater Ihan Ihe same period in 2007 for combined Carclinas and the Midwest. :

Partially offsetting these inaeages were:

= A$25 million decrease in rafail rates and rate riders primarily refated to the new setad base rates implamented in North Carclina in the first quarter of 2008, net of
increases in recoveries of Duke Enargy Indiana's envirenmental compliance costs from retail cusiomers and the Demand Side Management rider implamented in Ghic
in the third quarter of 2007, and

+  An $18 million decease in wholesale pawer revenuss, net of sharing, primarily due io increased sharing of profits with Nonh Carofina refall custormers and lower
Midwest sales volumes largely driven by forsed outages. Profis from certain whalesale transactions are requirsd to be shared with retall customers in various
prisdictions. Additionally, baginning in first quarier 2008, Duke Energy Carolinas is required to share a greater parcentage of profils with customens in the Narfh
Carofina jurisdiction companed to the same period i 2007.

Operaling Expenses. The increase was driven primarlly by:

= AS171 million increase in fugl axpense (induding purchasad power) due primaridy fo an increase in Duke Energy Indhana's wholesale emission allowance experse
driven by the recognition of tha 2067 gain on sales of native load alicwances previously defermed,
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higher coal costs in the Carglinas resulting from higher freighl costs, higher natural gas costs el Duke Energy Ohio and increased genaration at cosl fired plants during
the first quartsr of 2008 compared ta the first quader of 2007, This increase also refiscts a 519 miflion reimbursement in first quarter 2007 af previously incumred fuel
expenses resulling from a setilement betwean Dike Energy Catolinas and the 11.S. Dapartment of Justice resolving Duke Energy's used nuclear fuet liigation ngminst
the Department of Energy (DOE). The setffement betwesn the parties was finalized on March 6, 2007;

A 521 million increase in operating and maintenance expenses primarily due to higher oulage and maintenance costs at generating plants; and

+  AS320 million increase in depreciation due primarily to additional capital spending.
Partially offsetting these increases was:

= A3$48 million decrease in regulatary amorlization expenses. Approximately $56 million of the decraase relates to the amortizalion of compliance costs refated to North
Carolina clean air legislatian, which was completed in 2007. .
Other incoms and Expenses, net. The increase resuited primarily from the equity component of AFUDGC due o additional capital spending Tor ongoing construclion
projecis. i i
EBIT, The increase resulled primerily from the substantial campletion of the required rate reductions due to the merger with Cinergy, decreased regulatory amorlization
and favoratle weather conditions. These increases were parially offset by lower retail rates in Morth Caralina, higher operation and mairlenance costs and the DOE setttement.

Commercial Power

Operdliigrevantes -

Operating expenses . 7

Galns flosses) on sales of otherassats and other,

Qperaling income

Otherincone and expenses,-nel

EBIY

Aciual lant production, G¥ . -2

Proportiona megawatt capacily in Operation
Three Months Ended March 31, 2008 as compared to March 31, 2007
Operating Revenuss. The incieass was primarily drven by:

(in millions, except whare noted) ‘

« A$33 millien increase in net mark-te-market revenues on non-gualifying power and capacity hedge contracts, ccnmunq of mark-to-markel loszas of $1 milfion in
2008 compared {0 losses of 544 milkon in 2007,

«  A$19 million increase in rotal slecisic ¢ dueioi d amoHization of purchase accounting valuation liability of the rate stabilization plan and increased
retail demand resulting fram faverabla weather in 2008 compared o 2007, ad

+ A $17 million increase in revenues from the Midwest gas-fired generation assets due primarily 1o higher generalion volumes due 1a favorable weather in 2008
compared lo 2007 and higher £JM capacity revenues.

Operafing Expenses. The decteasa was primaely driven by:

+ AS40 million decrease in fuel expense due 10 mark-to-market gains on non-gualifying fuel hedge condracts of $58 million in 2008 compared to gains of $19 miliion in
2007: and

+ An 318 million decraase grimarily due o lower sufur dioxide emission sllowance expenses due ta instaliation of flue gas desulfurization equipment.
Pariially offsetbng these decreases were;

= A7 millian increase in fuel and operating expenses for the Midwest gas-fired generation assets primarily dus to increazed generation volurnes in 2008 compared to
2007, and
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. < A35 million increase in aperating expenses primadly due 1o increased plant maintenanos due to plant outages.

Gains {Losses) on Sales of Other Assets and Other; net. Increass in 2008 compared to 2007 is attributable to pains on sales of emission alowances in 2008 compared to
lossas on sales of emission allowances in 2007,

£8IT. The improvement is primarily attributable to higher mark-to-market eamings on economic hadges due primarily to increasing coal prices, improved results from the
Midwest gas-fired assels as a result of higher generation valumes and increased P M capacity revenuas, gains on sales of emission alowances and lower emission sliowance
expenses due to instaliation of flue gas desulfurization equipment. These favoratle varances were partially affset by higher expensas from increased plant mainlenancs in
2008,

Intemational Energy

{in miltions, exgapt where noted)

Operating revenues - i .

Operating expenses

Operatingincome . -

Other income and expenses, net

Minoiity interest-gxperise .

EBIT

Sales, GWh ’ e

Proportional megawatt capacity in eperation
Three Mornths Ended March 31, 2008 as Compared ta March 31, 2007
Operafing Revenues. The increase was driven primarily by

~  A$24 million increase in Brazil due to higher average eperoy prices and the sirengthening of the Brazilian Real against the U,S. dollar, partiaily offsst by fower
valumes;

= A$15 milion increase in Guatamala due to higher average energy prices, partially offset by lower dispatch,
+  A$12 million increase in E| Salvador due to higher average energy prices as a resull of higher demand; and

- A $6 million increase in Pery s a resull of invressed nature gas liquids sales.
Parfialy offsetling thesa increases was:

* A 16 million decrease in Ecuador primarily due to dacreased sales volume as @ result of unfavarable hydrology.
Gperating Expenses. The increass was dniven primariy by:

*+ A 318 million increase in Brazil primarily due to higher operating and general and administralive costs, as well as the sirengthening of the Brazilian Real against the
U.8. doftar;

¢ A%14 millon increase in Guatemala due 10 increased fusl costs and higher puschased power costs,

= A$13 millien increase in B Salvador pamanily due 4o higher fuel costs resulting from increased generation;

+ AST milion increase in Argentina due to higher purchased power costs as a resull of unfavorstle hydrology, and

» A S5 million increase in Peru primarily due to higher royalty fees.

Panially aflsatfing thase increases was:

+  An 311 million decrease in Ecuador due 1o a lower generation,

Gther Income and Expenses, net. The increase was pamarily driven by a $20 million increase in National Methanal Company (NMC) due to higher methanol and MTBE
margins and increased sales volumes as a result of planned maintenance in 2007.

EBIT. The increase was dua primarily to the favorabla results al NMC, the strengthening of the Brazitian Real against the U.S, dollar and favorabla energy prices in Lalin
America, ofiset by (ower vokumes due to unfavarable hydralogy in Argentina.
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Crescent

Bquity in sarmings of unconsolidaled afiliafes, * - S e o s :
EBIT i .8 e —

EBIT Segment EBIT for Crescent was fial for the three maonths ended March 31, 2008 as comparad Yo the sams period in the prior yaar. During the three months ended
March 31, 2008, Crescent recognized gains from sales of carain reat astats holdings in the fourth quarter of 2007 which had been deferrsd until the first quarter of 2008 (Duka
Energy's praparionate pre-tax share of approximately $17 million}, offset by impairment charges {Duke Energy’s proportionate pre-tact share of appronimately $11 milion) and
increased intarest axpense (Ouke Energy's proportionale pre-tax share of approvimately $7 mllon).

Matters impacting Fufure Restls

Grescent's results are subject ta volatility dua to various factars including its management's invesiment dedisions, real estate market conditions, the cost of construction
materials, the availahility and cost of credd and the gensrat ievel of intarsst rates. During 2007 snd the firs quarler of 2008, Cresaent recorded impairmeni charges on certain of
its properties, which reflected current economic conditions in Cresgant's markets and its managemen's plana for the properties in its porifolio, Changes in faclors such as
further or prolonged detericration in real estate market conditions or changes regarding the timing or methed for disposition of properties could resull in future Irpaiments
being recorded by Crescent, which would be reflected in Duke Energy’s equity savaings of Crascent

In addition, as of March 31, 2008, Duke Energy performed an overall assassment of is investment in Crescent to determine if an impaiement of the camying value of its
investment in Crescen! exists. As of March 31, 2008, the carrying vakse of Duke Energy's equity methcd investment in Grescent was approximatefy 5208 millon. The
impatrment assessment was desmed hecessary as a result of the prolonged detesioration in the real estete markets which has rosulied in sales f Crasgent that are
substartiaity [ower in 2007 and the first quarter of 2008 than was forecasted, Further, Crescent has iong-term detit of approximately $1.5 bilion at March 31, 2004, afl of which
i3 non-recourse 1o Duke Energy. Approximately $1,2 biflion of the fong-tarm dabt balance is term debt dus in September 2012. Crescent’s debt agresments have certain
financial covenants that are required 1o be met an a quarterly basis. (f current market conditiona cantinue to be difficult or deteriorata further, Cresceni could be in violation of
one or more of its debt covenants, perhaps as eary as the second quarter af 2008. Crescent's management currendy belleves that il can successfully negatiale amendments to
its debt agreamants, including the debt covenant compliance requirements, which is expected to enable Crescenl to execuie s business plans for the foresesable future,
absent other outside markel facters. However, failure to succasshlly negotiate amendments 1o its debt agreements could have a malerial adverse impact on Crescent's future
rasulis of operations and cash flows,

As of March 31, 2008, Duke Energy believes the fair value of its investment in Crescent exceeds the carrying value. Duke Energy’s determinabion of fair value considered
the results of discounted cash flow models and other indicators of fair value, However, further or prolonged deleriaraticn in market conditns, or the inabiiity of Creacent lo
negotiate amendments {0 its debt agreements, as discussed above, could result in future impairment charges being recorded. Managemen of Duke Energy continues to
closely monilor i{s overall investment in Crescent for indicalors of impainment, Also, refer to Nole 15, Guarantees and Indemnifications, for a discussion of Duke Energy's
guarantea of certain surety bonds Yor Crescent projects.
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Operaling revenues
Qperating expenses . )
Gaink-{fosses) on sales of other assels and ofher hel- .~
Operating income

Oihet income and expenses, net -

MWinority interast exgensea

EBIT

Three Months Ended March 31, 2008 as Compared to March 31, 2007
Operaling Incomg. Tha decrease was driven primarily by higher captive insurance costs, -

Other Income and Expenses, net. The reducticn in net expanse was due primarily to convertible debl changes of approximately $21 million related 10 the spin-off of
Spectra Energy with no comparable charges in 2004,

EBIT. The increasa was due primarily to canvertible debt charges recarded in 2007 with na comparable charges in 2008, parkiafly ofiset by higher caplive insurance Costs.

LIQUIDATY AND CAPITAL RESQURCES

Cperating Cash Flows

Net cash provided by operating activilies was $1,612 milion for the three menths ended March 31, 2008 caompared o 3907 million for the same period in 2007, an
increass in cash pravided of 3105 milion. This change was driven primarily by net income of $465 milllon in the three months ended March 31, 2008 compared ta $357 million
for the same period in 2007.

investing Cash Flows
Nel cash used in invasting ackivities was $1,075 milion for the three months ended March 31, 2008 compared 1o $534 miltion for the same pediod In 2007, an Inerease in
cash used of $481 million. This change was doven primawily by:

«  An approximate $300 million increase in capital expandituees, and

+  An approximate $200 million decrease in proceeds from available for sale securilias, net of purchases,

Financing Cash Flows and Liquidity
Net cash provided by financing aclivities was $27 million for the three manths ended Mazch 31, 2008 comparsd to $681 million of cash used fur the same perdod in 2007,
an increase in cash provided of $718 milkon. This change was driven primavily by:

»  An approximaie $700 million increase in procesds from issuances of long-term debt, net of redemplions, as a resull of net issuances of approximately $350 milion
dusing 2008 =5 compared o net repayments of approximately $350 million during 2007

+  An approximale $400 million increase in cash provided as the result of cash distributed 1o Spectra Energy in the spin-off in 2007, partinlly offset by

+ An e_:’pproximaie $400 million decrease in procesds from issuances of notes payable and commarcial paper due to nel repayments in 2008 versus net issuances in
2007.

Sigrificant Financing Activities. In January 2008, Duks Energy Carolinas, LLC (Duke Energy Carclinas) issued $900 million principal amount of morigage refunding tonds,
of which $400 million carnes a fixed interest rate of 5.25% and matures January 15, 2016 and $500 milion caries a foced interest rate of 5.00% and matures January 15, 2038.
Praceeds from the issuance wers used 1o fund capital expenditures and for general corporate purposes, including the repayment of commercial paper, in anficipation of this
debl issuance, Duke Energy Caralinas executed a series of interest rale swaps in late 2007 o lock in the market interest rates at that ime, The value of thesa interast rate
swaps, which were terminated at the time of issuance of the fixed rate debt, was a pre-{ax luss of approximately $13 mifion, which was recorded as 3 componant of
Accumuiated Otfier Comprehensive Income (AQC!) and will be amortized as a component of interest expense over the life of the debt,
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In March 2008, Duke Energy entered into an amendment to the $2.65 billion master credit faclity whereby the borrowing capadity was increased by $550 million {o $3.2
billion. Pursuant 1o the amendment, the additional credit capacity of $550 million specifically increased the bormowing sublimits for Duke Energy Chio, Inc. (Duke Enengy Ohio)
ard Duke Energy Indiana, Inc. {Duke Enargy Indiana) to $760 million and $700 million, respactively. In May 2008, Duke Energy realiocated the sublimits under its master credit
facility by increasing the sublimit of Duke Energy Carclinas $100 milkon to $960 million and reducing the sublimils of bath Duke Energy Ohio and Duke Energy Indiana by $50
million to $700 mallion and $850 million. respectively.

In April 2008, Duke Energy Carolinas issued $900 million principal amount of mortgage refunding bonds, of which $300 miliion caries a fixed interest rate of 5.10% dua
April 15, 2018 and $600 million caries a fixed imerest rate of 6.05% and matures April 15, 2038. Procesds from Ihe issuance will be used 1o fund capital expenditures and for
general corporate purposes, (n anlicipation of this dabt issuance, Duke Energy Carolinas axecuted a serigs of interesl rale swaps in fate 2037 1o lock in the market intenast
rales ol that time, The valua of these intarasl rate swaps, which werd terminated at tha time of isswnce of the fixed rate debt, was g pre-tax loss of approxdmately $23 million,
which was recarded as a component of AGCI and will be amertized as a companent of interest expanse aver the life of the dett.

I Aprl 2008, Duke Energy Carolinas refunded $100 million of tax-exempt auction rate bonds through the issuance of $100 million of tax-sxempl variable-rate demand
bonds, which are supported by a direci-pay letter of credit. The vaniable-rate demand bonds, which ane dus Novamber 1, 2040, have an infial interest rate of 2,15% which will
be reset on a waakly basig,

\While Duke Energy has plans to refund and refinance its remaining tax exempt auction rate bonds, the timing of such refinanting transaction is uncertain and subject to
market conditions.

Aveilable Credlf Fatijties and Restriclive Dobf Covenants. Ouke Energy’s debt and credif agreemants confain various financial and cther covenants, Faifurs to meed those
covenants beyond applicble grace periods could result in accelerated due dates and/or termination of the agreaments, As of March 31, 2008, Duke Energy was in compliance
with thase eovenants. In addition, some credd agreements may allow for aczeleration of payments or termination of the agreements due to nonpayment, of to the accelaration
of ather significent indebl=dness of the borrewer or some of its subsidiaries. None of the debl or credit agresmenis contain material adverse change causes,

Credit Ratings. Through May 1, 2008, the credit ratings of Duke Energy and ils subsidiaries were unchangead from thase disclosed in “Management's Discussion and
Analysis of Financia Condition and Results of Operations—Liquidity and Capital Resourges™ in Duke Energy’s Annual Repon on Form 10-K for the year ended December 31,
2067,

Duke Energy’s credit ratings are dependent on, among other faciors, the ability lo generate sulficient cash to fund capilal and investmen expenditures and pay dividends
an its commen stack, whie maintaining the strength of its current balance sheet, If, ag 2 sesult of markst condiions or othef factors, Duke Energy is unable to maintain #ts
<urrent balance sheet sirength, or f ils eamings and cash Mow outlook materiailly deteriorates, Dulke Enangy's credil ratings could be negatively-imspacted.

Other Finarcing Matters, In October 2007, Duke Energy filed a registration statement (Form 5-3) with the Securities end Exchange Commission. Under this Fomm 5-3,
which s uncapped, Duke Energy, Duke Energy Carolinas, Duke Energy Ohio and Duke Energy Indiana may iasue-debt and other seciyities in the future ot armounts, prices and
with terms 1o be determined at the time of fture offerings. The registration statement aiso allows far the izsuance of common stack by Duke Energy.

Off-Balance Shect Arrangements

During the first quarter of 2008, there were no material changas to Duke Energy’s of-balarce sheet arangements. For information on Duke Energy’s of-balance sheet
amangements, see “Off-Balance Sheet Amangements® in *“Management's Discussion and Analysis of Financial Condition amvd Resuits of Operations” in Duke Energy’s Annual
Report on Form 10-K for the year-ended Decamber 31, 2007,

Coatractual Obligations

Duke Enengy enters into contracts that require cash payment al specified periods, basad on spegfied minimum quantities and prices, Duwing the first quarter of 2008, thare
werg no matenal changes in Duke Energy's contractual cbligations. For an in-depih discussion of Duke Energy's contractual obligations. see “Contractual Qbligations™ and
“Quantitative and Quaiitative Disclosures about Market Risk™ in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Duke Energy’s
Annual Report on Form 10-K for the year-ended December 31, 2007.
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New Accounting Standards

The following naw accounting standards have bsen issued, but have nol yet baen adopted by Duke Energy as of March 31, 2008;

SFAS No. 141 {ravised 2007}, “Business Combirations” {SFAS No. 141R). in December 2007, the FASE issued SFAS No. 141R, which replaces SFAS Ng, 141,
“Business Combinations.” SFAS Mo. 141R retains the fundamental requirernents in SFAS No. 141 thal the acguisition method of accounting be used for all business
combinations and that an acquirer be identified for ach business combination. This statement also eslablishes principles and requirements for how an acguirer recognizes and
measures in s fnancial statemants the identifiable assels acquired, the Sabfities assumed, any noncamtrating {minority) interests in an acquiree, e any geodkvill acquired in
a business combinalion or gain recagnized from a bargain purchase. Far Duke Energy, SFAS No. 141R must be applied prospectively to business combirations for which the
acquisitian date accurs on or after January 1, 2009. The impact to Duke Energy of applying SFAS No. 141R for pariods subsequent to implementalion wifl be dependent upan
the nature of any transaclions within the scope of SFAS No. 141R. SFAS No. 141R changes the acoounting for incoma taxes related to pror business combinations, such as
Duke Energy’s merger with Cinergy. Subsequent to the effective date of SFAS No. 141R, the resolufion of tax contingenclas relating fo Cinergy thal existed as of the date of the
merger rvill be requirad to be reflected in the Consolidated Statements of Operations instead of being reflected as an adjusimend lo the purchase price via an adjustment 1o
goodwill,

SFAS No. 160, “Nonconlrolling Interests in Consolidaled Financiel Statements—an amendmani of Accounting Research Bulleiin (ARB) No. 57° {SFAS No. 16@). In
December 2007, tha FASH issued SFAS No. 180, which amends ARB No. 51, “Consaiifated Finencial Stafements,” 1o establish accounting and repasting standards for the
nonGontrolling {minarity) interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS Nu, 160 darifies that a noncontrolling inberest in a subsiiary is an ownership
interest in a consclidated antity that should be reporied as equity in the consalidaled financial staternents. This statement also changes the way the consofidated income
statement is presentad by requiring consaldeted net incume 1o be reperted st amounts that indude the amounts attributable to both the parent and the noncontrolling interest,
In addition, SFAS No. 160 establishes a single method of accourting for changes in a parant’s ownership interest in a subsidiary that do not resull in deconsclidation. For Duke
Energy, SFAS No. 160 is effective as of January 1, 2009, and musl be applied prospectively, excepl for cartain presentation and distiosure requirements which must be applied
retraspectively. Quke Energy is curentty evaluzting the impact of adopting SFAS No. 180,

SFAS No. 761, "Disclosures about Dervafive instruments 2ad Hedging Activities—an amendment fo FASB Slatemnent No. 133" (SFAS No. 151). In March 20063, the FASE
issued SFAS No. 181, which amends and expands the disclosura requirements for derjvative instruments and hedging activiies prescribed by SFAS No, 133, "Accounting for
Derivative Instruments and Hedging Activities.” SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantiative disdoaures
about fair value amaunts of and gains and lasses on dedvative instrumanis, and disclosures about credit-risk-releted contingend features in darivitive agreements. Duke Enargy
will aclopl SFAS No. 161 as of January 1, 2008 and SFAS No. 161 encourages, but doas nai require, camparative disdlosure for earlier paricds al inifisl adoption. The edoption
of SFAS No. 161 will not have any impact on Duke Enesgy’s consolidaled results of operations, cash flows or inandial position.

Subsequent Events

For infermalion on subsequent events raleted to debt and credit facilties, discontinued aperations and assets held for sale, regulatory matters, and commitments and
contingencies see Note 7, “Debt and Credit Faciities,” Note 11, ‘Discontinued Operations and Assels Held for Sale,” Nole 13, *Regulatory Matters,” and Nole 14,
“Commitments and Contingencies™ to the Gonsalidated Financial Statements, reapectivaly.

ftem 3, Quantitative and Qualitative Disclosures abouf Market Risk
For an in-depth discussion of Duke Enargy's market risks, see “Management’s Disoussion and Analysis of Quantitative and Qualitative Disclosures about Market Risk” in
Duke Energy’s Annual Reporl on Form 10-K for the year ended December 31, 2007.

interest Rate Risk

Based on a sensitivity analysis as of March 3%, 2008, it was eslimated that if markel interasl raies average 1% higher (lower) oves Ihe next twelve months, inlarast
expense, net of offselling impacts in interest income, would increass (docrease) by approximately $24 milion. Comparatively, based on a sensltivity analysis aa of
Decembac 31, 2007, bad interest rates averaged 19 higher Jowar) in 2007, it was estimated that interest expensa, net of offsedting impacis in intsrest income, wauld have
increased (decreased) by approximately $22 million, These amounts were estimated by considering the impact of the hypothetical interest rates on varable-rate seowitios
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outstanding, adjusted for interast rale hedges, auction rate investrments with interes! rates that pariodically reset, cash axd cash equivalents buistanding as of March 31, 2008
and Decemper 31, 2007. The increase in interest rate sensitivity was primarlly due to a decrease in cash and auclion rate investmerts with inlarest rates that peviodically reset
balances, if interest rales changed significantty, management wauld likely lake actions to manage its exposure 10 the change. However, due to the uncerlainly of the specific
actions thal would be taken and thsir possible effects, the sensitivity analysis assurmes no changes in Duke Energy’s financiad structura.

ttem 4. Controls and Procedures.

Disclosure Controls and Procedures

Distlosure contrals and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by Duke Energy in 1he reports
it files of submils under the Secunities Exchange Acl of 1934 (Exchange Acl) is recorded, processed, summarized, and reperied, within the tima periods spacified by the
Secuitias and Exchange Cormmission's (SEC) rules and forms.

Disclasure contrals and procadures indude, without limitation, controks and procedures designed to provids reasonable assurance that informadion required fo be
disclosed by Duke Energy in the reports it files or submits under the Exchange Ad! is accurmulated and communicated to management, including the Chiefl Execulive Dfficer
and Chief Financial Officer, as approprate, to allow limely decisions regarding required disclosure,

Under the supenvision and with the parlicipation of manegement, including the Chisf Executive Officer and Chief Financial Officer, Duke Enengy has svaiuated the
effectivenass of its disclosure contrals and procedures {as such term is defined in Rule 13a-15(e} and 15d-15(e) under the Exchange Act) as of March 31, 2004, and, based

upon this evaluation, the Chief Execibive Officer and Chief Financial Cfficer have conchuded that these conticls and procedures are effective in providing reasonable assurance
of compliance.

Changes in Internaf Control over Financial Reporfing

Under the supenvsion and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy has evaluated changes in
internal contral over financial reporting (as such term is defined in Fides 13a-15(f and 15d-15(f) under the Exchange Act) thet occurred during the fiscal ended

tjuartar
March 31, 2008 and, other than the third party sourcing arrangement discussed below, found no change has materially affected, of is teasonably likely to materially affect,
internal control aver finarcial reporting.

During the first guarter of 2008, Duke Energy transfamed payroll proocessing for tha Midwes! operglions to the same third party provider curraniy used for the Carciinas
and Houston cperations.
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Item 7. Lagal Proceedings.
For infarmatian regarding Isgal proceedings that becama reportable events or in which there were material developments in the first quariar of 2008, see Note 13 to the
Consalidated Financial Statements, "Regulatory Matters™ and Note 14 o the Consolidsied Finandial Statements, “Commitments and Contingencles,”

fter 1A, Risk Factors.

in addition t the ather information set forth in this report, careh consideration should be given to the faclors discussed i Part |, “ftem 1A, Risk Facton” in Duke Energy's
Annual Report en Farm 10-K for the yaar ended Decamber 31, 2007, which could materlally affect Duke Energy’s financial condition of future results, Addilional risks and
uncertainties not qurrently known to Duke Energy or that Duke Energy currently deems tg be immatsrial also may materially adversely affect Duke Energy’s finandial condition
andior results of aperations,

{tem 2, Unregistered Sales of Equity Securities and Use of Proceeds.

Issuer Purchases of Equity Securities for First Quarter of 2008

There were ho 1ssuer purchases of equity securities during the first quarter of 2008, A

in February 2005, Duke Energy announced plans 1o execule up to approximately $2.5 bilion of stock repurchases over a three year period. Duke Energy repurchased
approximately $1.4 billion of common stock under this pian, which expired in February 2008,

ftemn 4. Submission of Matters to a Vote of Security Holders.
Na matters were submitted 10 a vote of Duke Energy’s security holders during the firsl quarler of 2008,
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item 6. Exhibits
(a) Exhibdits

Cxhibils filed or Turnished herswith are designated by an asterisk (*). Al exhibits not so designated are incorporated by referencs ta a prier Bling, as indicated, ftems
constituting management contracts or compensatery plans of amangements are designated by a double asterisk (**).

Exhibit
Number
3.1

*10.1

“10.2™
10.3™
10.4%

10.5

311
*31.2
*32.1
322

Amended and Restated By-Laws of Duke Energy Camporation (fled on Form 8-K of Duke Energy Corporation, March 3, 2008, File No. 1-32853, a3 Exhibit
3.1 .

Amended and Restated Engineering, Procurerent and Constructian Agreement, dated Fetruary 20, 2006, by and betwesn Duke Energy Cardlinas, LLC
and Stane & Webster National Engineering P.G. {portions of the exhibit have been omitted and iked separately with the Securities and Exchange
Commissicn pursuant to a request for confidential traatment pursuant to Ruie 248-2 under the Secusities Exchange Act of 1934, as amended).
Agreement, effective March 31, 2008, by and between Henry B, Baron, Jr. and Duke Energy Corporstiar.

Form of Phantom Stock Agrssmant (filed on Form 8-K of Duke Energy Corporation, February 22, 2008, File No. 1-32853, as Exnibit 10.1).

Form of Performance Share Agreemert, (fited an Form 8-K of Duke Energy Corporalion, February 22, 2008, File No.
1-32853, as Exhibit 10.2).

Amendment No. 1 to the Amended and Restated Cradit Agresment (fled on Form §-K of Duke Energy Corporation, March 12, 2008, File Mo, 1-32853, as
Exhibit 10.1),

Certification of the Chief Executive Ufficer Pursuant to Section 302 of the Sarbanes-Oxiey Act of 2002
Cerification of the Chief Financial Officer Pursuant to Seclion 302 of the Sarbenes-Oudey Act of 2002,
Cortifization Pursuant te 18 U.5.C. Section 1350. as Adoptad Pursuant to Seclion 906 of the Sarbanes-Oxley Act of 2002,
Carliffication Pursuant to 18 (1.5.C. Section 1350, es Atdopted Fursuan %o Seclion 906 of the Sarbanes-Cadey Acl of 2002

Tha total amount of securitios of the registrant or its subsidiaries authorized under any instrument with respect to long-larm debl not fiked as an exhibil does not exceed
10% of the 1otal assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon request of the Secwities and Exchange Commission, to
furnish copies of any or all of such instruments io it '
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SIGNATURES
Pursuant to the requirements af the Securities Exchange A¢t of 1834, the registrant has duly caused this report 1o be signed on its behalf by the undersigned
thereunto duly autharized,
DUKE ENERGY CORPQORATION
Date: May &, 2008 sl _Daant HAIsER
BQavid L. Hauser
Group Executive and
Chief Financial Officer
Date: May 9, 2008 I5l _SIFVEN K YOUNG
Steven K. Young
Senior Vice President and Controller
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EXHIBIT 18.1
PORTIONS OF THIS EXHIBIT MARKED BY (“***") HAVE BEEN OMITTED PURSUANT
TO A REQUEST FOR CONFIDENTIAL TREATMENT FILED SEPARATELY WITH THE
SECURITIES AND EXCHANGE COMMISSION
FINAL EXECUTION VERSION

FIRST AMENDED AND RESTATED
ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT

by and between
DUKE ENERGY CAROLINAS, LLC, as Owner
and
SHAW NORTH CAROLINA, INC., as Contracior
for the

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

Dated February 28, 2008

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



. l.  DEFINITIONS

2. GENERAL PROVISIONS

2.1 Intent of Contract Documenls

22 Independent Caniractor

23 Subcontracting; Approved Subcomtraciors
24 Assignment of Subcontracts

5 Interpretation

240 Inclusion; Order of Precedence

2.7 Days

3. CONTRACTOR RESPONSIBILITIES

31 Performance of the Services, Commencement of Work
32 Professional Standards

i3 Sufficient Personnel

EX Supervision and Discipline

35 Contractor’s Key Petsonnel

36 Design and Engineering

37 Quality Assurance Plan

38 Training

39 Utility Use

3 Spare Parts

3 Subcaontractor Presence

3.12 Current Records; Record Drawings
3.03 Transporiation Costs

3.14 Project Manuals

315 Control of Work

3.16 Emergencies

347 Local Conditions; Inspection of [nterface Points

3.18 Use of Site: Owner Access
39 Compliance Wirth Laws

3.20 Permits and Approvals

321 Periedic Reports and Meetings.
322 Signage

123 Interference with Traffic

324 Supply of Water and Disposal of Sewage

3325 Housckecping

4. OWNER RESPONSIBILITIES

4.1 Owner’s Representative
42 Access
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4.3 Permits

44 Owner Equipment

4.5 Puel and Utilities

4.6 Operation and Maintenance Staff
47  JobSitz Rules

4.8 Payment

5. EQUIPMENT AND WORKMANSHIP

5.1 Quality of Equipment and Workmanship
52 Costof Tests

33 Samples

5.4  Inspection of Operations

3.5  Examination of Work before Covering
5.6 Uncoverng and Making Openings

6.  SCHEDULE & CONTRACT PRICE
61

6.2 Commencement of Work for Unit 6 and the Unit 5 Scrubber

63 L1

6.4  Schedule Requirements; Updates

6.5 Enhanced Project Management Process
6.4  Unit 5 Scrubber Tie-In

7. COMPENSATIOMN AND PAYMENT

7.1 Cash Flow Plan.

7.2 Payments of the Contract Price

7.3 Invoicing

74 CashFlow

7.5  Final Payment

7.6 Certification by Caontractor

7.7 NoAcceptance by Payment

78 Revenue from Use of Unit & and Facility

8. CHANGE ORDERS & PROVISIONAL SUMS
8.1 Change Requests
9.  FORCE MAJEURE

9.1  Event of Force Majeure
9.2 Notice
2.3 Suspension; Termination Due to Farce Majeure
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INSPECTION: PERFORMANCE TESTING: PERFORMANCE GUARANTEES

1.1 Mechanical Completion Inspection

102 Performance Testing

103 Satisfaction of Performance Testing

10.4  Owmer's Right fo Operate Prior to Safisthction of Performance Guarantees
10.5  Failure of Component (0 Meet Performance Criteria

MECHANICAL COMPLETION:; SUUBSTANTIAL COMPLETION; FINAL COMPLETION
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FIRST AMENDED AND RESTATED
ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT

This FIRST AMENDED AND RESTATED ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT (the “Agretment™) is entered
into a5 of the 20th day of February, 2008 (the “Amendment Date”), by and between DUKE ENERGY CAROLINAS, LLC, a Morth Carclina limited Lability
compary having a place of business in Charlotte, North Carolina (“Ovner™), and SHAW NORTH CAROLINA, INC., a Shaw Group Company, a North
Carolina corporation having a place of business in Chartotte, North Carolina (“Contractor™). Owner and Contractor may be referved to individually as a
“Party” and collectively as the “Partics”.

RECITALS
WHEREAS, Owner and Stone and Webster National Engineering, P.C. (“SWNE™) are parties to that cerfain Engineering, Procursment and Construction

Agreement, dated as of July 11, 2007 (the “Original EPC Agreement™), pursuant io which Owaer engaged SWNE to perform the eagingering, procurement,
construction and commissioning of the following systems:

(i}  anew nominally-rated 820 MW supercritical pulverized coal electric-generation unit to be located adjaceat to the Qwner's existing coal-fired steamn
station in Cliffside, North Carolina (“Cliffside Unif 6™), and

(ii)  anew flue gas desulfurization system for Owner's existing Unit 5 at the Owner’s coal-fired steam station in Cliffside, Nosth Caratina (*Unit §
Scrubber™)
{collegtively, Cliffside Unit & and the Untt 5 Scrubber shatl hereinafter be referred to as the “Project™);

WHEREAS, pursuant to that certain Assignment and Assumption Agreement, dated as of the date hereof and entered into immediately priot to the
execution of this Agreement, (i) SWNE has assigned to Contractor all of its right, title, interest and obligations in, to and under the Original EPC Agreement and
all of its right, title and interest in the Documentation (as defined in the Griginal EPC Agreemeat), including all intellectual property rights relating thereto, and
(ii} Comtractor accepted such assignment and assumed and agreed to pay and otherwise undertake, observe, pecform and discharge in accordance with is terms
all of SWNE's obligations and other Habilities under, arising out of or relating to the Criginal EPC Agreement,

WHEREAS, the Original EPC Agreement provided *** process whescby the Parties agreed 1o **¥;

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

NOW, THEREFORE, in considetation of the recitals, the matual promises herein and other good and valuable consideration, the receipt and sufficiency
of which the Panies acknowledge, the Parties, intending 1o be legally bound, stipulate and agree as follows:

1. DEFINITION
The following capitalized words and phrases used in this Agreement shall have the Following meanings unless atherwise aoted:
“AAA” shall have the meaning set forth in Section 28.2.

“Affiliate” shall mean, with respect to any Persen, any other Person that, directly or indirectly, through one or more intermediarics, Controls, is Controlied
by, ar is under comman Control with such first Person a¢ such time.

“Agreement” shall have the meaning set forth in the first paragraph above and shalf include ail Exhibits, and alf amendiments hereto (including, fo the
extent applicable, Change Orders).

.
8% Work™ shall mean the scope of Work performed by Contractor hercunder for whick the *** Costs apply.
“Afstom Contract” shall mean the Engincering, Fabrication and Delivery Agreement for the Cliffside Steam Station, dated as of ***, by and between
mr and Alstom Pawer [ne. for the purchase of one (1) wet flue pas desulfurization system for the Unit 5 Scrubber and one (1) Air Quality Control Systern for
“Amendment Date” shall have the meaning set forth in the first paragraph of this Agreement.
*** shall mean ¥**.
“Bulk Materials” shall mean those items of material and Equipment described in Table [-Se of Exhibit .
“Business Day” shall mean every Day other than Saturday, Sunday or a kegal holiday recognized by the State.
“Lash Flow Plan” shall have the meaning set forth in Section 7.1.

*¥* shall mean ***

“Change™ shall have the meaning sef forth in Sechipn 8.1
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“Change in Law™ shall mean (a) any binding change after the Effective Date in the judicial or administrative interpretation of, or adoption after the
Effective Date of, any Laws (excluding any Laws relating to net income Taxes and excluding any Laws relating to the arganization, existence, zood standing,
qualification, or licensing of Cantracior or their Affiliates or Subcontractors in any jurisdiction), which is inconsistent or at variance with any Laws in effect oo
the Effective Date or (b} the imposition after the Effective Date of any condition or raquirement (except for any conditions or requirements which result from the
acts or omissions of Contractor or any Subcontractos) not requised as of the Effective Date affecting the issuauce, renewal or extension of any Government
Approval (excluding any Government Approval relating to the organization, existence, good standing, qualification, or licensing of Contractor of its
Subcontractors in any jurisdiction). Notwithstanding the foregaing, the issuance of the Facility Air Permit subsequent to the Effective Date shall not he
considered a Change in Law for any purpase hereunder.

“Chaage Order” shall have the meaning set forth in Section 8.1,
*“Clarifier Refurbishment” shall have the meaning set forth in Table I-4c of Exhibit ]
“Collateral” shall have the meaning set forth in Seciion 22.1,

“Commissioning” shall mean the activities required to be conducied by Coniractor pursuant to the terms of this Agreement in order to bring Unit 6 or the
Unit 5 Scrubber from an inactive condition, when construction is essenlial ly complete, to a state where Unit 6 or Unit 3 Scrubber is ready for the commencement
of operation, inclading pre-coramissioning, start-up, individual system and integrated, functional verification and synchranization of Unit 6 or Unit 5 Scrubber
with other tig-in Facility zquipment.

“Confidentiai Information™ shall mean, wilh respect to any Party, all written, verbal, clectronic and other information and docurnents such Party
provides or makes available to the other Party relating in any way to this Agreement which are marked as being “Proprictary” to such Party at the time of
disclosure, or for verbal information reduced 1 a writing and marked or designated as being “Proprietary™ to such Party within seven (7) Days after such vecbal
disclosure. “Confidential Information™ shal not include any Docutmentation or any ather information that: (a} was already known o the other Parly at the time it
was disclosed by such Party; (t) was available to the public at the time it was disclosed by such Party, {c) becames available to the puldic afier being disciosed
by such Pasty through no wrongful act of, or breach of this Agreement by, the other Party; (d) is received by the other Party withow restriction as 1o use or
disclosure from a third party; or (e} is independently developed by the other Party without benefit of any disclosure of information by such Party.

“Construction Services Agreement” shall incan Owner Purchase Ovder FHPO1564 issued pursuant ta the ¥+
*Construction Services Payments” shall mean, with respect 1o each of Unjt 6 and the Unit § Scrubber, those payments which have been made or arc due

and payable by Owner to Contracior prior to the Effzctive Date for those on-site services, inciuding erosion control, fire protection modifications and other
miscellancous site preparation services, as are more fully described in Owner purchase order FHPO1564,

3
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**+ shall mean ***.

“Contract Price” shall mean *#*%_

“Cantracter” shall have the meaning set forth in the first paragraph above and shall include respective succossors and permitied assigns.
“Cantractor Indemnitees” shall have the meaning set forth in Seciion 14.2.

“Contractor Permits™ shall have the meaning set forth in Section 320

“Contractor's Project Manager” shall mean the Person whom Contractor designates in Exhibit G to issue and receive communications on Conlbracler’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.

“Contrel” shall mean (a) the passession, directly or indirectly, of the power to ditect or cause the dirsction of management and policies of a Person,
whether through the ownership of voling securities, as a trusles or execitor, by contract or credit arrangement, or otherwise, or (b) the ownership, directly or
indicectly, of fifty percent (50%) or mare of the equity interest in a Person,

*#* chal] mean for any month, a comparison of the total *** incurred by Costractor during such month in the performance of each type of ***, as
described in each of *** (which shall include reasonable detail showing the build-up of such total ***} against the applicable *** for such type of *** for such
month as set forthin ¥**, as applable.

*%* chall mean, for any month, a comparisan of the toral *** and which are incurred in the performance of that *** during such month against the *¥*
during such month as set forth in ***.

*%4 shall mean, for any month, a comparison of the total *** incurred by Contractor during such month in the performance of each type of ***, as
described in each of *** {which shall include reasonable detail showing the build-up of such tatal ***), against the applicable *** foc such type of *** for such
month as set forth in ***, as applicable, and shall contain a certification as to whether any such *** has exceeded ***.

*++ shall mean ***.

*e# shali mean **¥.

“ss+ Comparison™ shall mean, as the context may require, the Cost Camparison — ***, the Cost Comparison — ***, the Cost Comparison — *** the
Cost Compansen — *** or the Cost Companison — ***.

*** shall mean ***

*¥ chall mean ***.

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



*** shall mean ***.
**+ shatl have the meaning set forth in Section 3.2 of Exhibit [.
*** shall mean ***.
*4% shall maan %
#2¥ chall mean ***.
*** shall have the meaning set forth in Section 3.2 of Exhibit [.

“Craft Labor” shall mean, with respect to each of Unit & and the Unit § Scrubber, respectively, those items of Contractor eraf} fabor as set fosth in more
detail in Table [-5¢ of Exhibit{.

“Craft Labor Costs” shall mean for each of Unit 6 and the Unit 5 Scrubber, respectively, those amounts that are incarred by Contractor in providing **+
for Unit 6 or the Unit 5 Scrubber, a5 applicable. ’

“Day” shall mean a calendar day, including Saturdays, Sundays, and holidays.

“Default™ shall kave the meaning set farth in Section 23,1,

“Defects™ shall have the meaning sei forth in Sgction 13.4.

“Delay Liquidated Damages” shall mean;
(a) With respect 1o Unit 6:

(i) *** per Day {or any portion of a Day) for the first ¥** Days that Contractor fails to achicve Substantial Complesion of Unit 6 by the
CGuaranteed Substantial Completion Date for Unit 6;

(i} *** per Day (or any portion of a Pay} for each Day in excess of the first *** Days but less than or equal to *** Days that Contractor fails
ta achieve Subslantial Completion of Unit 6 by the Guaranteed Substantial Campletion Date for Unit 6; and

(iii) *** per Day (or any portion of a Day} for each Day in excess of *** Days that Contractor fails to achicve Substantial Completion of Unit
6 by the Guaranteed Substantial Completion Prate for Uit 6.

{b) With respect to the Unit 5 Scrubber:
() With respect to Unit § Scrubber Tie-In:
{A) *** per Day (or any portion of a Day) for each Day on or afier the Guaranteed Unit 5 Tie-In Commencement Date until the ***
Day afier the Guaranteed Unit 3 Tie-in Commencement ate that Unit 5 Scrubber Tie-In has not commenced,

3

Source: Duke Energy Holding , 10-Q, May 09, 2003



(B) *** per Day (or any portion of  Day) for ench Day afier the *** Day but prior to the *** Day on or after the Guaranteed Unit 5
Tie-In Commencement Date that Unit 5 Scrubber Tie-In has not cormmenced; and

{C) *** per Day (o1 any portios of & Day) for each Day afier the *** Day on or afier the Guaranteed Unit 5 Tie-In Commencement
Diate that Unit 5 Screbber Tie-In has not commenced;

(i) After commencement of Unit 3 Scrubber Tie-In, *** per Day {or any poriion of a Day) for each Day after the Guaranteed Tie-in
Completion Date that the successful tie-in of the Unit 3 Scrubber has not been achicved; and

(iii} Alter the successful tic-in of the Unit 5 Scrubber has been achieved, *** per Day (or any portion of a Day) for each Day after the
Guarantzed Substantial Completion Diate of the Unit 5 Scrubber that Contractor fails 1o achieve Substantial Completion of the Unit 5 Scrubber.

“Delay Liqaidated Damages Cap” for Unit 6 ar for the Unit 5 Scrubber shall mean *** of the respective Contract Price for Unil 6 or the 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.

“Datumentation” shall mean such materials in printed or slectronic Format that are agreed, or are requirsd hercunder, to be deliversd by Contmacior to
Owner, including, withaut limitation, Design Documents, specifications (including the Specifications), schedules {including the Schedule), schematics, drawings
{including Final Completion agreed “as built” drawings as specified in Exhibit A), blucprints, memoranda, letters, notes, isometrics, computer programs and
software, flow charts, logic diagrams, graphs, studies, system descriptions, lists, charts, diagrams, standards, criteria, assumptions, measuremenis, procedures
{including the Testing Procedure), instructions, reports, test data and results, analyses, calculations, formulas, computations, plans, empirical and other
corelations, models, manuals (including software manuals and Project Manuals) asd training materials, that are necessary for the design, Coramissioning,
operation, mainienance, medification or decommissionimg of the Project.

“Duke Coal Facility” or the “Facility” shall mean the Ownar’s entire physical coal facility known as the Cliffside Steam Station, including the Project
and all other generating units and ancillary structurss thereto.

“Early Completion Bonus™ shall mean, with respect lo Unit 6;

{4) *** per Day for each Day carlier than *** Days but less than or cqual to *** Days that Contractor achieves Substantinl Completion of Unit 6 prior to
the Guaranteed Substantial Completion Date for Unit 6; and
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{b) *** per Day for each Day carlier than *** Days that Contractor achieves Substantial Completion of Unit 6 prior to the Guaranieed Substantial
Completion Date for Unit 6.

“Eleetrical Qutput” shall mean the net electrical power, as measured 21 the high side of the main step-up transformer, which iy produced by Unit 6 in
kilowatts (kW) during the Performance Testing, at the test specified opernling conditions, end corrected to the base performmance conditions set forth in Exhibit
L-2.

. “Eifective Date” shall mean July L1, 2007, which is the date of execution by the Owner and SWNE of the Original EPC Agreement.

“*t+ Equipment™ shall mean those items of material, Equipment and associated Subcontractor services (e.g., transpottation, lechnicai assistance,
warranty services, elc.) as defined in *+* of ***,

“Equipment™ shall mean any and all maierial, stracture, buildings, apparatus, equipnicnt, spare parts, hardware, Documentation, goods, tools, supplics,
and other personal property, all as intended to become a permanent part of the Project, that Contractor furnishes, or is required to fumish, herennder in
accordance with vhe Specifications or atherwise for the Praject. “Equipment™ includes {2) all of the foregoing items that Contractor firnishes @irough a
Subcantractor and (b) all of the foregoing items that Contractor has purchased or pravided or has committed to purchase or pravide, directly or indirectly through
a Subcontractor, pursuant to the JPDA. For the purposes of this Agreement, “Equipment” shall not include any Gwner Equipment.

“Equipment Warrsnty Period” shall have the meaning set forth in Section [3.2.

**+ ghail mean ***,

*** shall mean ***:

(a) #++

(b} L2 ] ]

“Facility Air Permit” shall mean Permit No. 0404428 issued by the North Carolima Department of Environmental and Natural Besources (NCDENR)
Drivision of Adr Quality to Owner, effective as of January 29, 2008.

*%4 ghall mean ***.
*FERC™ shall mean the Federal Energy Regulatory Commission, and is successars.

**% shall mean ***,
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% shall mean those casts for each of the Unit 5 Scrubber and Unil 6, respectively, incurted by Contractor in performance of *+** for the Unit 5 Scrubber
and Unit 6, as applicable, ***.

“Final Completion” shall mean, with respect to each of Unit 6 or the Unit 5 Scrubber, the achievement by Coatractor of all the conditions set forth in
Segtion 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
Scrubbrer ocours.

“Finsl Payntent Inveice” shall have the meaning set forth in Section 7.5,

“Financial Institutions™ shal) mean any party enteving into a loan agreement, guarantes, note, indenture o5 security agreement with Owner or jts
Affiliates in relation lo the Duke Coal Facility, including armangements relating to interest rate or currency hedging and arrangements relating to the construction
or permanent financing or refinancing of the Project or the Facility,

“Fixed Prites” shall meap * e+,

“Force Majesre” shall mean an unforesecable event or cause that is beyond the reasonable control of a Party, including by way of example, bul not
limited to:

(a) acts of God, war, riots, insurrection, terrorism, rebellion, floods, humricanes, tornadees, earthquakes, lightning, pandemic, epidemics, and other aatural
calamitees;

{b} acis or inaction of any Government Authority;
{c) explosions or fires;

(d) strikes, lockouts, or other Jabor disputes, but excluding legal strikes, lockouts or work stoppages involving only employees of Contractor and that are
directed solely at a Contractor facility;

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

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

{g) delays in obtaining goods or services from any Subcontractor caused by the acourrence of any of Force Majeure cvents;
provided, however, that an ¢vent or cause shall not be en event of Force Majeure unless it (i) negatively impacts the Work under this Agreement, {ii} is not the
result of the willful misconduet ar negligent act or omission of, or breach of this Agreement by, such Parly (or any Person over whom that Party has control), and
{iii) cannot be cnred, remedied, avoided, affsct, or otherwise avercome by the prompt excrcise of reasomable diligence by the Party (or any Persen over whom
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that Party has control). For the avoidance of doubt, except as otherwise expressly provided in Exflibil L the definition of “Force Majeure” shall not inclede, and
Contracior shall not be entitled to cquilable refief for, changes such as inflation and inter¢st rates.

“‘Full Notice to Proceed” with respect to Unit 6 ar the Unit § Scrubber shall mean the wyitten netice that Owner gives to Contractor fully anthorizing
Contractor to proceed with the respective Work for Unit 6 or the Unit § Scrubber.

+4+ ghall mean, with respect to each of Unit 6 or the Unit 5 Scrubber, respectively, the Work as set forth in more detaill in ¥#* of **%,
*+4 pr #+* ghall mean;

(ﬂ) LELS
(b) *kk

“Governnrent Aunthority™ shall mean any federal, state, connty, city, local, municipal, foreign or other government or quasi-govemmental autherity or
any department, agency, subdivision, court or other tribunal of any of the foregaing.

“Government Appravals” shall mean all peemits, licenses, authorizations, cansents, decrees, waivers, privileges and approvals from and filings with any
Government Authority required for or material to the development, financing, ownership, constructicn, operation or maintenance of the Project in accordance
with thig Agreement, including the Cenrtificate of Public Convenience and Necessity (CPCHN), the Facility Air Permil and other work penmits, environmental
permats, licenses and consiruction permits.

“Gross Negligence” shall mean a conscious and voluntary disregard of the need to use reasouable care, which is likely to cause foreseeable grave injury ot
harm ta persons, property, or both,

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

“Guaranteed Emission Limits® shall mean, with respect to Unit 6 and the Unit 5 Scrubber, those specific emission limits and requirements identified as
such and set forth in Exhibit M which must be met in otder to achieve Final Completion of Unit § or the Unit 5 Scrubber.

“Guaranteed Final Completion Date” shall mean:
(a) With respect Lo the Unit 5 Scrubber, ***; and

(b) With respect to Unit 6, ***;
as such dates may be adjusted by Change Order.

“Cuaranteed Substantial Completion Date™ shall meaa:
(a) With respect to the Unit 5 Scrubber, ***; and
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(b} With respect to Unil 6, ***;

as such dates may be adjusted by Change Order.
“Guaranteed Unit § Tie-Ie Commencement Dafe” shall mean #**, as such date may be adjusted by Changs Order.
“Guaranteed Unit 5 Tie-In Completion Date™ shall mean ***,_ as such date may be adjusted by Change Order.
“Guarantor” shall mean ***,

“Hazardous Materials” shall mean substances defined as “hazardous substances™ pursuant to Section 101(14) Comprehensive Environmental Respoase,
Comytensation and Liability Act of 1980, as amended by the Superfund Amendments and Reauthorization Act of 1986 (42 U.5.C. Scctions 9601 f 52q.); those
substances defined as “hazardous waste™ pursuznt to Section 1004(5) of the Resqurce, Conservation snd Recavery Act (42 U.S.C. Section 6901 1 seq.); those
substances designated as a “hazardous substance™ pursuant 3o Section 311 {b X2)(A) or as 2 “toxic poliutant” pursuant to Section 307(a)(1) of the Clean Whter
Act (33 U.S.C. Sections 1251 et seq.}; those substances defined as “hazardous materials™ pursuan to Section 103 of the Hazardous Materials Transportation Act
(49) U.S.C. Sections 1301 ¢t seq.); those substances regulated as a “chemical substance or mixture” or as an “immineatiy hazardous chemical substance or
mixture” pursuant to Section 6 or 7 of the Toxic Substances Control Act (15 U.S.C. Sections 2601 et seq.); those substances defined as “contamimants” pursuant
to Section 1401 of the Safe Drinking Water Act (42 U.S.C. Sections 300f et seq.), if present in excess of permissible levels; those substances regulated pursuant
10 the Oil Pollution Act of 1990 (33 U.8.C. Sections 2701 et seq.); those substauces defined as a “pesticide” pursuant to Section 2(u) of the Federal Insecticide,
Fungicide, and Rodenticide Act as amended by the Federal Environmenta) Pesticide Control Act of 1972 and by the Federal Pesticide Act of 1978 (7 US.C.
Sections 136 el scq.): those substances defined as “toxic waterials™ or “harmful physical agents™ pursuant to Section § of the Occupational Safety and Health Act
(29 U.S.C. Bection 651 g1 seq.); those substances defined as “hazardous air pollutants™ pursuant to Section 112(a}(8), o “reguiated substance™ pursvant to
Sectiom 12(a)(2)(B) of the Clean Air Act (42 U.S.C. Sections 7401 et seq.); those substances defined as “extremely hazardouns substances™ pursuant to
Section 302{a)(2) of the Emergency Planning & Community Right-to-Know Act of 1986 (42 U.S.C. Sections 11001 g1 5¢q.); and those other hazardous
substances, hazardous wastes, txic poliptanis, hazardous malerials, chernical substances or mixtures, imminemtly hazardous chemical substances or mixiues,
contaminatits, pesticides, toxic materials, harmful physical ageats, air pollutants, regulated substances, or extremely hazardous substances defined in any
regulations promulgated pursuant to any of the foregoing environmental Laws, and all other contaminants, toxins, pollutants, hazardous substances, substances,
materals and contaminants, polluted, toxic and hazardous materials, the use, disposition, possession or contrel of which is regulated by one or more Laws,

“Heat Rate” shall mean the test calculated net heat rate in BTUAW-hr in HHV for Unit 6 during the Performance Testing at the test specified operating
conditions and corrected 10 the base performance conditions set fosth in Exhibit .2,
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“Hitachi Contraci” shall mean the Engineering, Fabrication and Delivery Agreement for the ***, dated as of ***, by and between Owner and Hitachi
Power Systams America, Ltd. for the purchase of one new single-reheat boiler,

*** shall mean, with respect Lo each of Unit 6 ar the Unit 5 Scmihher, those items as set forth in more dstail in Table 1-Sa of Exhibit [,
*+4 ghall mean ***,
“Indemunificd Party™ shall mean the Owner Indemnitees or Contractor [ndemritees, as applicable.

+4* shall mean those amounts for each of the Unit § Scrubber and Unit 6, respectively, that are incumred by Coniractor in pesformance of the *** af the
Site for the Unit 5 Scrubber or Unit 6, as applicable.

*#% ghall mean, with respect to Unit 6 and the Unit 5 Scrubber, respectively, those items identified as such costs in more detsil in Table [-2a of Exbibit I,
examples of which inclade*%*.

“Iovoice™ shall bave the meaning set forth in Section 7.3a).
#49 chall mean *++

“*3% Payments” shall mean those amounts paid by Owmer to Contractor under the *** for Unil 6 or the Unit 5 Scrobber, as applicable, but exclading the
Construction Services Payments.

“Key Schedule Milestone™ shall mean each Key Sehedule Milesione identified on Exhibit C.

“Lays™ shall mean, at any date of determination, all statutes, laws, codes, ardinances, orders, judgments, decrees, injunctions, licenses, rules,
approvals, agreements, and regulations, including all applicablé codes, standards, rules and regulations of the State, in effect on such date, mcluding all
Government Approvals.

“Lien” shall mean any lien, mortgage, pledge, encumbrance, charge, security interest, defect in title, or other claim filed or asserted I connection with the
Project by or through Contractor, a Subcontractor or any other third party under the contro] of Contractor or any Subcontractor against the Facility, the Site, the
Equipment or the Qwner Equipment.

“Liguidated Damages™ shall mean the Dclay Liquidated Damages and the Performance Liquidated Damages.

“Limited Notice to Proceed” or “LNTP™ with respect to Unit 6 or the Unit 5 Scrubber shall mean a written notice that Gwaer gives to Contracior
authorizing Contractor to proceed with the respective Work for Unit 6 or the Unit 5 Scrubber in a limited manner,

“Make Right Performance Guarantees” shall mean those Performance Guaranices designated as such in Exlum [qr which the payment of a
Performance Liquidated Damage as a remedy shall not be an option for Cantractor, which shall include the Guaranteed Emission
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Limits, but onfy to the extent that the failure to meet any such limits are atiributable to Contractor’s scope of Work (with respact ta Owner Equipmeat, only the
Work as expressly set forth in Section 3. i{a}1iXB}).

“Major Subcontractar” shall mean any Subcontractor who is engaged by Comirzctor: (i} to perform any ofi-Site Services or provide any Equipmest that
exceeds or is expecied to exceed, in the aggregate with all prior provision of Equipment, ***; or (if) that will be providing Services at the Site (other than the
delivery of material or Equipment) that exceeds or 1s expected to exceed, in the aggregate with all prior performance of Services or provision of Equipment, ***.

“Maximum Liability Amount” shall have the meaning sct forth in Section 17,2,

“Mechanical Completion™ for Unit 6 or the Unit 5 Scrubber shall mean that Unit 6 or the Unit 5 Scrubber shall bave achicved all the conditions set farth
in Section 11.1,

“Minimum Performance Guarasntees™ shall mean, to the extent that the failure fo meet any such limit is atiibatabie to Contractor’s scape of Work {but
with respect to Owner Equipment, only the Work as expressly set forth in Section 3. 1(aXiiiB)):

{2) With sespect to the operation of the Unit 5 Scrubber, those minimum performance guarantees which must be met in accordance with Exhibit [-1 in
order for Contracior to achieve Substantial Completion of the Unit 5 Scrubber and which allows the Unit 5 Scrubber to operate in compliance with applicable
Laws; and

(b) With respect to the operation of Unit 6 in accordance with the performance coaditioas sct forth in Exhibit L-2, the achi¢vement by Unit 6 of net Heat
Rate for Unit 6 not exceeding *** of the Performance Guarantees (or *** BTUAW-he HHV) and-a net Elecirical Output for Unit 6 not less than *** of the
Performance Guarantees (or *** kW, both of which are achicved while mecting the Perminied Emission Limits of Unit 6;
as such performance guarantees may be adjusted by Change Order.

“Manthly Progress Report™ shall mean the written report Contractor delivers to Owner each month describing the total amount of progress in the Work
achieved during the prior month, as provided in Section 3.21{3}

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

“QOriginal EPC Agreemeni™ shall have the meaning set forih in the Recitals.

“OSHA" shali have the meaning set forth in Section 24.2.

“OSHA Standards” shall have the meaning sef forth in Scetion 24 2(b).

“Owner" shall have the meaning set forth in the first paragraph above and shall include their respective successors and permitted aszigns.

“Owuer Equipment™ shall mean the equipment that Owner has agreed to purchase and sapply pursuant to the Owner Equipment Confracts, including
specifically the following items;

(a) one wet flue gas desulfurization (FGD) system far the Unit 5§ Scrubber and one air quality control system {(AQCS) for Unit & from Alstom Power, Inc ;
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(byane 904,500 kW TCAF-40” Super-Critical Steam Turhine and assaciated 1070MVA generator from Toshiba Intenational Corporation; and
{c) one new single-reheat boiler from Hitachi Power Systems America, Itd.

“Qwaer Equlpment Contracts” shall mean, collectively, the ***, the ***, the *** and any other contract exccuted directly between Owmner and a
third-party supplier of equipment, including the Qwner Equipment, for thc Pro Ject, as each may be amended or updated.

“Owner Indemnitees” shail have the meaning set forth in Section 14.1.
“Owner Permits” shall mean the permits and approvals that Owner is required to obtain as set forth in Section 4.] and Exhib# E.

“Qwaer’s Project Directer™ shall mean the Person that Owner designates in writing to isswe and receive communications on Owner’s behalf under this
Agrzement.

“Party” shall have the meaning set forth in the fursl paregraph.

“Performance Guarantees” shall mean, 1o the extent that the faifure 1o meet any such limit is attributable to Contractor’s seope of Work (bat with respect
to ***, only the Work as expressly set forth in Section 3 1{a)jiB}):

(a) With respect to the operation of the Unit 5 Scrubber, those specific guaraniees set forth in Exhibit L-1 under the performance condmons set forth in
Esthibit L.-1, which must be met in order for Contractor to achieve Final Completion of the Unit 5 Scrubber; and

(b) With respect to the operation of Unit 6 in accordance with the performance conditions set forth in Exhibit L-2, the achi¢vement by Unit 6 of a Heat
Rate for Unit 6 not exceeding *** BTU/kW-hr HHV, an Elecirical Output for Unit 6 0ot less than *** kW and Unit 6 Main Steamn Flow Capacity of nof less than
«+4 lbm/hr (all of which are achieved while meeting the Guaranteed Emission Limiis of Unit 6);

as such may be adjusted by Change Order.

“Performance Liquidated Damages” shall mean, to the extent that the failure to meet any such limit is attributable to Conéractor’s scope of Work {bwt
with respect to Owner Equipment, only the Work as expressly set forth in Scction 3. 1(aXii{B)):

{a) With respect to the operation of Unit 6, *** per each BTUAWr measured as HHV over the Performance Guarantee for Unit 6 Heat Rate, *#% ner each
kW under the Performance Guarantee for Unit § Electrical Qutpat and *** for cach {br/hr under the Performance Guarantee for Unit 6 Main 3team Flow
Capacity in accordance with Exhibit 1.-2; and
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(b} With respect to the performance of the Air Quality Control System for Unit 6, the liquidated damages as expressly set forth in Section 9.9 of Exhibit
L-2: and

(] With respect to the performance of the Unit 5 Scrubber, the liguidated damages as expressiy set forth in Table 5.1 of Exhibit -],

“Performance Liquidated Damages Cap” for Unit & ar the Unit 5 Scrubber shall mean *** of the respective Contract Price for Unit 6 ot the Unit 5
Scrubbet, as may be amended by Change Order.

“Performance Testing” shall mean the tests, conducted in accordance with the Testing Procedures, by which Contractor demonstrates that Unit 6 and the
Unit 5 Scrubber meets, for Substantial Completion, the Minimum Performance Guarantees, o1 for Fina! Completion, the Performance Guarantees.

“Permitted Emission Limils” shall mean;

(2} With respect to Unit 6, those specific emission fimils for each regulated pollutant set forth in the Facility Air Pormit anthorizing the construction and
aperation of Unit 6 and which specifies the methods of measurement, recardation, and compliance and which are designated a5 such and set forth in Exhibit M.

{b) With respect to the Unit § Scrubber, thase emission limits designated as such and set forth in Exhibit M.

“Person” shall mean any individual, company, burporation, partnership, joint venture, association, joint stock company, limited liability company, trust,
eslate, unincorporated organization, Governiment Authority or ather entity having fegal capacity.

“Prime Interest Rate” shall mean, as of a particular date, the prime rate of interest as published on thal daic in 7Te Wal! Street Journal, and generally
defined therein as “the base rate on corporate loans posted by at loast 75% of the nation’s 30 fargest banks.” If The Wedl Street Journal is not published on a date
for which the inlerest rate must be determined, the prims interest rate shall be the prime rate published in The Falf Street Jowrndd on the nearest-preceding date
on which The Wall Street Journal was published. £ The Wall Street Jowrnal discontinues publishing 2 prime rate, the prime interest rate shall be the prime rate
announced publicly from time to time by Bank of America, M.A. or its successor.

“Project” shall mean collectively Unit 6 and the Unit 5§ Scrubber as set forth in the Recitals.

“Project Manuals” shall mean those manuals prepared by Comiractor for use by Owner or its designated operator in connection with the operation,
maintenance of and training on the Project that conform to the requirements of Exhibit A.

“Progress Meeting” shall have the meaning set orth in Section 3.21(h}.

“Prudent Industry Practice” shall mean those practices, methods, equipment, specifications and standards of safety and performance, as the same may
change from time to :
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time, as are comumonly used, or are generally accepted, in construction or operations of eleciric power generation facilities similar to the Project, which in the
exercise of reasonable judgroent and in light of the facts kaown at the time the decision was madz, after due and diligent inquiry, are considered goed, sfe and
prudent practices in connection with the operation and maintznance of facilities similar to the Project with commensurate standards of safety, performance,
dependability, efficiency, and economy, and as are in accordance with generally accepted standards of professional care, skill, diligence, and competence
applicable to operation, maintenance and construction practices in the United States. ‘

“Quality Assurance Plan™ shall have the meaning set forth in Section 3.7.
*#++ gshall have the meaning sct forth in Table 3-4d of Exhibit 1.

“Real Property” shall mean all structures, buildings, improvements and permaneat fixtures annexed or attached to Unit 6 and Unit 5 Sceubber and
constructed for Owoer, buildings of alt kinds and descriptions including stectural and other improvements io buildings, foundations, walis, foors, roofs,
insulation, stairways, partitions, loading and unloading platforms and canopies, arcaways, systems for heating and air conditioning, ventilating, sanitation, fixed
fire protection, lighting, plumbing, and drinking water, building elevators and cscatators, retaining walls, piling and mats for general impravements of Sita,
privaie roads, walks, paved areas, culvents, bridges, viaducts, fensing, reservairs, dykes, dams, ditehes, canals, drainage, storm apd sanitary sewers, water lings
for drinking, sanitary and fire protection and all building materials which become an integral part of Unit € or the Unit 5 Scrubber.

“Reliability Testing™ shall have the meaning set forth in Exchibit L-3.

“Sales Tax™ shali mean any cwirent or future sales, use or similar tax imposed on Contractor, any Subcontractor or Owner with respect to the Work by the
State or any other Government Authority.

“Schedule™ shall mean the criticat schedule of key dates and milestones, including the Koy Schedule Milestones, for completion of the Work, 25 set forth
in Exhibit €. us modified or updated from time to time in accordance with the temos of this Agreement.

“SDS™ or “Smal) Diverse Suppliers” shall have the mesning set forth in Section 254,

“Services” shall mean alt labor, transportation, packaging, storage, designing, drawing, engincering, demolition, Site preparation, manufaciuring,
construction, commissioning, installation, testing, equipping, verification, training, procurement (whether procurement of Equipment or otherwise} and ather
work, services and actions {including pursuant to any watranty obligations) to be performed by Contractor hereunder (whether at the Site or otherwise) in
conrection with, or relating to, the Project (or any component thereof, including any Equipment and any Qwrner Equipment). “Serviees” includes (a) all of the
foregoing ilems that Coniractor provides through a Subcontractor, (b) all of the foregoing items that Contractor has provided or has committed o provide
directly, or indirectly through a Subcontractor, pursuant to the JPDA and the Constraction Services Agreemem and {¢) the sarvices that Contractor provides with
respect to Owner Equipment pursuant to Saction 3 §(a)ii),

“Services Warranty Period™ shall have the meaning set forth in Sgction 13.1
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“Scope of Work™ shall mean the scope of work as set forth in ExhibitA.

“Site” shall mean the physical location at the Cliffside Stearn Station under the care, custody and conirol of Contractor upon which Contractor shall
perform the construction portion of the Work as described in Exhibit B.

“Specifications” shall mean the Project specifications in Exhibit A

“Standby Letter of Credit” shall mean *+* dated ***_ executed and delivered hy *** to Owner i the **# in support of ***.

“State™ shall mean the State of North Carolina and its Government Authorities.

“Subcontractor™ shall mean a Person, icluding any vender, materialman or supplier, who has a costract (whether wastten or oral, a purchase order or
otherwise} with Contractor or a contract with any Person hired by Contractor or with a Person of any lower ticr (¢.g., & sccond- ar third-tier subcontractor) to
perform any of the Services or W furnish any Equipment, at the Site or sisewhere.

**+ shali mean thosc amounts for each of the Unit 6 and the Unit 5 Scrbher, respectively, that are incurred by *** in performeace of the Work in
connection with the items identificd in *** of Exhibit I,

**# shall mean, with respect to Unit 6 and the Unit 5 Scrubber, respectively, those items of Work provided by the furnish and erect Subcontractors as
identified in *** of Exhibit | for Unit 6 ot the Unit § Scrubber, as applicable.

**+ shall mean, as the context may require, *** for, each of the Unit 6 and the Unit § Scrubber, respectively, that are incurred by the *** in performance
of the *** for Unit 6 or the Unit 5 Scrubber, as applicabte.

“Substantiai Completion™ shall mean that Uit 6 or the Unit 5 Scrubbet shall have achieved alk the conditions set forth in Section 11.2.

“Substantial Completion Date™ shall mean the date on which Substantial Completion of Unit 6 or the Unit 5 Scrubber actually occurs.

“Substantial Completion Punch List” shall mean the written list of items of Work with respect to Unit 6 ar the Unit 5 Scrubber {which Contractor
prepares and with which Owner agrees prior 1o Substantisl Completion} that remain 10 be completad by Contractor after Substantial Compiletion of Unit 6 or the
Unit 5 Scrubber but prior to Final Completion of Unit 6 of the Unit S Scrubber and which shall not affect the safety, reliability or operability of the Facility.

“Tangible Personal Property” shall mean all property, other than Real Property, that has physical substance and monetary value; all property not
permanenty attached to or in the form of Real Property when purchased, such 8s power pleat machinery, air, water and noise pollution abatement equipment to
be incotporated into the Project {Tangible Personal Properly shall be interpreted consistently with the Laws of the Stats).
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“Targefed Substantial Completion Date” shall mean:
{a) With respect to the Unit S Scrubber, ***; and

{b) With respect to Unit 6, **»;
as such dates may be adjusted by Change Order.

**1 shall mean ***;

(a)xt:

(byr++
as such amounts may be amended by Change Order tn accordance with this Agreement and Exhibit I. ***.

“TFaxes” shall mean all present and future license, documentation, recording and registration fees, all taxes (including income, gross receipts,
unincofporated 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 penaltics, fines, additions to tax, and interest
imposed by any Government Authority.

“Testiag Procedures” shall mean those pracedutes prepared for the Performance Testing by Coutractor in accordance with Exhibit L, and reasonably
acceptable to Owner.

“Third Party Claim™ shall mean any claim, demand or cause of action of every kind and characier by any Person other than Ownaer or Contractor. For the
aveidance of daubt, a claim, demand or canse of action by an employee of Gwner or Contractor (ualess made on behalf of Owner or Contracior) shall be
considered a Third Party Claim hereunder.

“Toshiba Contract” shall mean the Engineering, Fabrication and Delivery Agreement, dated as of #+*, by and between Owner and Toshiba International
Corporation for the purchase of the sieam turbine generator for Unit 6.

“Unit 6" shall mean the Cliffside Unit § described in the Recitals, and shall include the boiler, turbine and generator sot and all associated auxiliary and
environmental components (including the flue gas desulfurization sysiem for Unig 6) necessary to generate and place power theréfrom on the transmission grid in
compliance with all applicable Laws.

“Unit § Serubber™ shall mean the new flue gas desutfirization system for Owner’s existing Unit § at the Owner’s coal-fired steam station in Cliffside,
North Carolina.

“Unit § Scrubber Tie-In" shall mean the process required to connect the Unit 5 Scrubber to the interface 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, through the Unit 5 Scrubber, shalt meet the Permitted Emissions Limits.
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“Unit 6 Maiw Steam Flow Capacity” shail mean the tcst calculated turbine throttle sieam flow rate in lbm/w for Unit 6 during thc Performance Testing at
the test specified operating conditions and correcied to the base performance conditions set forth in Exhibit 1-2.

“Warranty Period” shalt mean, as the context may require, the Services Warranty Period or the Equipment Warranty Period, as cach may be extended
from time to time with respect to any Service or Equipment as provided in Section 131.3.

“Work™ with respect (o Unit 6 or the Unit 5 Scrubber shall smean, as the context may require, cither (1) the Equipment and the Services or (b) the
Equipment or the Services, for Unit 6 or the Unit 5 Scrubber,

2. GENERAL PROVISIONS

2.1 Intent of Contract Documents. It is the intent of the Parties that Contractor provide the Equipment aud perform the Services and all of its other
obligations under this Agreement for the Contract Price, which shall ot be increased, except in accordance with Article 8 or as otherwise expreasiy sei furth
hergin.

2.2 mdependent Conjractor. Contractor shall perform and execnte the provisions of this Agreement as an independent contractor to Owner and shall sot in
any respect be deemed or act, or hold itseif owt, as an agent of Owner for any purpasc or reason whatsoever except as contemplated in Scction 3, {(alii).

2.3 Subgonimacting: Approved Subcontractors.

() The Parties have agreed upon the list of approved Subcontractors sct forth in Exhibit H for the Services and Equipment listed in Exhibit H.
Contractor shall have the right to have that portion of the Servicss identified in Exhibit H performed by the approved Subcontractos for such Service, and
the right to purchasc Equipment identified in Exhibit H from the spproved Subcontracter for such Equipment. For all Major Subcontraciors listed un
Exhibit H, Contractor shall provide not fess than *** grior notice to Owaer prios to execution of such subcantracts, I£, prior to execation of 2 subconteact
with such Major Subcontractor listed on Exhibit H, Owner desires that Contractor engage an alternative approved Major Subcontrector in liew of the Major
Subcontractor that is preterred by Cantractor, Owner shall consult in goad faith with Contractor on the difference in value, if any, between the bid price of
the Major Subcontractor desired by Owner and the Major Subcontractor preferred by Contractor, plus any additional impacts to Schedule or warrasties
attributable to selecting the alternative Major Subcontractor in lieu of the preferred Major Subcontractor. If desired by Owner, Contractor shall engage
such aitermative approved Major Subcontractor but shail be entitied to a Change Order for the schedule, cost, warranty or athcr impacts in selecting the
aiternative Major Subcontractor.

(b) If Contractor degires to engage a Subcontractor that is not identified in Exhibit H as an approved Subcontractor, then, before Contractor enters
into any contract with, or otherwise engages, such Subcontractor to perform such Services or provide such Equipment, Contractor shall detiver 1o Gwner
for Owner’s review and approval (such appraval not te be unreasonably withheld or delayed) (x) the same of the Subcontractor
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that Contractor proposes to use in the performance of such Services or purchase af such Equipment, (¥) a statement in reasonable detail of the reasons why
the proposed Subcentractor is preferred over any approved Subcontracior and (z) the information {and any additional information as Owner may
reasanably request) on which Contractor is basing its desire to engage such Subcomtractor, Ovmer shall have the right to reject any such Subcontractor;
provided that (i) Owner’s rejection shall be reasonable and shall accur within ten (19) Business Days after Contractor submits to Owner all of the
information described in clanses (x), (¥) and (Z) above and (ii) Centractor shall have an altemative Subgontractor available to perform such Services or
pravide such Equipment.

(<) Contractor shall not allow any Subcoatractor that Qwner sejects to perform any portion of the Services or provide any of the Equipment, Unless
otherwise mutually agreed in writing, no contractual relationship shatl exist between Owner and any Subcontractor with respect 1o any of the Services or-
the Equipment. Contractor shall be fully responsible for all acts, omissions, failures and faults of all Subcontractors as flly as if they wens the acts,
omissions, failures and faults of Contractor,

2.4 Assipnment of Subcogtracts. All subcontracts between Contractor and its Subcontractors shail be in writing and, to the extent commercially
reasonable, atl subcontracts with Major Subcontractors shall centain provisions, which Contractor shall not waive, release, modify or imipair (a) obligating cach
Subcontracior that may receive access to any Owner Confidential Information, to protect such Ovwmer Confidential Information in accordance with the provisions
of this Agreement; (b} as applicable, sufficient to ensure that Contractor has the right to grant the intellectual property licenses and assignments that are granted
to Owner herein; {c) giving Contracter an unrestricted right to assign the subcontract and all benefits, interests, rights and causes of action arising under it to
QOwner, an Affitiate of Owner, a Financial Institution, or an operator of the Facility, as designated by Owner and (d) providing that, following a Default by
Contracior and a termination of this Agreement by Gwner, upon receipt by Contractor and Subeontraciar of written natice from Owner electing same, such
subcontract, together with all benefits, interesis, obligations, rights and causes of action ansing thereunder, shall be deemed to have been assigned from
Contractor to Qwner effective immediaicly upan receipt of such notice from Owner without any further action required by any party. At the request af Owner,
Contractor shall provide Owner with copies of all warranties of each Majar Subcontractor relating to any of the Wark, end Contractor shall comply with any
request by Owner upon the termination of this Agrecment pursuani to Article 23 or prior ko the expiration of the Warranty Period {0 assign the benefit of any
Subcontractor warrantly to Owner, an Affiliate of Ouner, a Financial Institution, or an operator of the Facility, as designaied by Gwner; provided ihat, unless
otherwise agréad, Contractor shall not be required 10 assign any tights to claims that Coatvactor may have against such Subcontractor at the time of the
assignment of such benefit.

2.5 Interpretation.

(a) Headings. The titles and headings in this Agreement are inscrted for convenience only and shall not be used for the parposes of construing or
interpreting this Agreement.

(b) Plural/Singular. Words importing the singular also include the plural and vice versa.
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{c) References. References to natural persons include Persons. References to “Articles” and “Sections™ are reférences to Asticles and Sections of this
Agreement. References to “Exhibits” are references to the Exhibits attached to this Agreement, including all attachments to and documents and
information imcorporated therein, and all Exhibits are incomorated into this Agreament by reference.

{d) Gender. Words impaorting ane gender include the other gender.

{e) Without Limitation. The words “include” and “including” are not words of limitation and shall be deemed to be followed by the words “without
limitation.™

(f) Amendments, All references in this Agreement to contracts, agreements or other documents shall be deemed 1o mean those contracts, agreements
or documents as the same may be modified, supplemented or amended from Lime to time; provided, howgver, that, unkess Contractor was a party o such

modification, supplement or amendment, Contractor shall not be bound by such modification, supplement or amendment in its performance of the Services
or provision of the Equipment until Contractor is notified of and agrees to it.

(g) Industry Meanings. Words and abbreviations not otherwise defined in this Agreement which have weli-ksowm technical or design, engineeting
or construction indusiry meanings in the United States are used in this Agreement in accerdance with those recognized meanings.

{h) Agreement Provisions including the word “agree”, “agreed” or “agreement” require the agreement io he recorded in writing.

(i) Written. Provisions including the word “written” or “in writing” mean hand-written, type-written, printed or clectronically made and resultng in
4 permanent record.

(i) Dmfiing. Neither Contractor nor Owner shall assent or claim a presumption disfavoring the other by virtue of the fact that this Agreement was
drafted primarily by legal counsel for the other, and this Agreement shall be construed as if drafled jointly by Owner and Contracter asd ne presumption or
burden of proof will arise favoring or disfavoring any Party by virtue of the authorskip of any of the provisions of this Agresment,

2.6 Inclusion; Order of Precedence. This Agreement (excluding the Exhibits) and the Exchibits shali be considered complementary, and what is required by

one shall be binding as if required by all. The Parties shall anempt 10 give effect w0 all provisions. The filure to list a requircment specificalty in one docament,
once that requirement is specifically listed in another, shall not imply the inapglicability of that requircmeat, and Contractor shall provide as part of its
obligations hereunder all items required to conform the Work to the Specifications and the other standards in this Agreement. 1n the event of a condlict between
this Agreement (excluding the Exhibits) and the Exhibits, this Agreement {excluding the Exhibits) shall control and the conflicting pravisions shall be interpreted
50 as to accord with the provisions of this Agreement (excluding the Exhibits). Notwithstanding the foregoing, conflicts regarding scope of Work matiess shall be
governed by Exhibit A. Later dated amendments, Exhibits or Change Orders shall lake precedence over earlier dated amendments, Exhibits or Change Orders.
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2.7 Days, If a payment obligation falils duc on a Day other than 2 Business Day, the obligation shalt be deemad to be due on the next Business Day.

cO

TOR RESPONSIBILITIE

31

rformance of the Services; C
(a} Performance of the Services.

(i) Scope of Serviges for Work. With respect 1o all Work other than Owner Equipment, Contractor shall procure, provide and pay for afl items
and services necessary for the praper execution and completion of the Services, whether temporary or permaneni and whether er ool incorporated or
{e be incorporated into the Work, including all procurement, design and enginecring scrvices, all installation and construction services,
administration, management, training and coordination, all Commissioning and verification services, and all labor, Equipment, construction aids,
furnishings, equipment, supplies, insurance (other than Owner inswrance), permits {other than Owner permits), licenses, inspections, storage and
transportation, Praject Manvals, and all other items, facilities and sexvices, Contractor shall design, construct and install the Equipracat on an
engincering and construction basis pursnant to this Agreement, inchading providing all necessary civil, structural, mechanical, and electrical
engineering services, all control equiptment necessary for the desiga, construction and operatien of the Equipment, all interconnections set forth in
the Specifications, and all equipment not specifically described in the Specifications which is customary and necessary to meet the requirements of
the Specifications and the Performance Guarantees, Work not specifically delineated in this Section or elsewhere shall be performed and provided
by Contractor to the extent customary and necessary ta compleie the Project in accordance with Prudent Indusiry Practices. *** Contractor shall
execute the entire Services in 2 manner that will enable Unit 6 and the Unit 5 Scrubber to achicve Substantial Completion by the Guaranteed
Substantial Completion Date for Unit 6 or the Unit 5 Scrubber and Final Completion of Unit & and the Unit § Scrubber by the Guaranteed Final
Campletion Date for Unit 6 or the Unit 3 Scrabber,

{1i) Scope of Services for Qwner Equipment. Owner shalf be responsible for procursing, supplying and providing the Owner Equipment by the
dates set forth in the Schedule. The Owner Equipment shall be provided pursuant to the Owner Equipmeni Coniracts. With respect to such Owner
Equipment, the Parties hercby agree as follows:

{A) Owner hereby authorizes Coniracter to, and Contractor hereby agrees to, act as Owner’'s agent for the purpose of generally administering
the Owner Equipment Contracts on behalf of Owner and assuring compliance by Owner and suppliers with the ferms thereof. Contractor shall
perform such services in the manner that a reasonably prudent contractor in the pulverized-coat
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construetion industry would perform if such contractor, instead of Owner, were a party to such Owner Equipment Contracts. Such agency services
shall include but shall not be limited to reviewing desipn documents, oblaining design interface and delivery schedule information, coordinating and
expeditmg delivery of such Owaer Equipment, diligently asserting Owner’s rights, mainlaining appropriate records, providing to Owner any notices
delivered to Contractor by the supplier of the Owner Equipment, regularly updating Owner with respect to the status of the performance of the
suppliers of the Owner Equipment, assisting Owner in pursuing available remedics against the supplicss of the Owner Equipment, including
assistance (o Owner in the administration and coordination of wartanty claims for such Owner Equipment and enforcing the repair, replacement or
refurbishment of such Qwner Equipment as necessary, consulting with Owner with respect to any material issues, and attending meetings and
otherwisc interfacing with the supplicts of the Owaer Equipment, all as necessary in order to ensure performance by the respective supplicrs under
the Owaer Equipment Contracts in accordance with the terms and conditions set forth in such Oumer Equipment Contracts. Notwithstending the
foregoing, Contractor shall have no authority to, and shall not, take any of the following actions under or with respect to the Owner Equipment
Coniracts without the prior approval of Owner: {1} consent fo any change order; (2) agree to or permit any amendment, madification, or supplement;
{3) waive any of Owner’s rights or the obligations of the suppliers of the Gwner Equipment; {4) initiate or conduct any litigation or other simmilar
proceedings; (5} take any action that would cause a default or breach by Owner of an Owner Equipment Contract; or {6) agree to or consent to
iermination or suspension of work or activitics thereunder. Owner shall provide notice to and consult with Contractor on any performance or
schedule concerns before making payments to the suppliers of the Qwner Equipment after the Effective Date.

(B) In addition to the agency services set forth in Section 3.1{a)}{iiWA) above, Contractor shatl also provide timely review and response to all Owner
Equipiment designs, specifications and drawiags, provide all on-site storage and transportation, provide on-site administration and coordination,
provide instaliation and integration services with respect (o the Owaer Equipment in accordance with the Schedule, perform inspectiens of such
Gumer Equipment, perform all installation, commissioning (esting and Performance Testing for all such Owner Equipment, conduct quality
surveillance and stari-up of such Owner Equipment to the extent permitted under the Owner Equipment Contracts, coordinate trainitg, incorporate
Ovmer Equipment manuals into the Project Manual, and provide other services reasonably necessary fo install and interconnect such Owner
Equipment to the Facility as cortemplated by Contractos’s Scope of Work.

{C) Notwithstanding anything to the contrary, Contractor shall have no lishility to Gwner for payment of any performance liguidated damages
specified within the Gwner Equipment Contracts for any shortfall in the performance of such Owaer Equipment (including failure to mest
performance guarantees) or for the payment of any delay liquidated damages specified within the Owner Equipment Contracts for the late delivery
of such Owner Equipment. Except to :
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the extent thal Contractor's failure to perform its abligations in accordance with this Agreement hercof is the cause of such non-performance or
scheduie delay, Contractor shall be entitled to a Change Order granting equitabie relief from any impact on Contractor’s cost or schedule of
performance under this Agreement attributable to a breach by the suppliers of the Owner Equipment of the terms of the Owner Equipmesnt
Conlracts.

(b) Work Under Limited Matices to Proceed for Unit 6.

(i} Until such time that Owner issves a Full Notice to Proceed with respect to Linit 6, Owner shall from time to time issue Limited Notices o
Proceed for Contractor to perform cettain portions of the Work with respect to Unit 6 as set forth in each such Limited Notice to Proceed. Such
portians of the Waork shatl be performed for the price and in the manner set forth in such Limited Notice to Proceed. Each Limited Notice & Proceed
for Unit & shall expire upon the carlier of(A) the date set forth in such Limited Notice to Proceed, (B) issuance of the Full Notice to Proceed for
Unit § or (C} termination of this Agreement with respect to Unit 6 in accordance with Section 23.443).

{ii) The Partics hereto acknowlcdge and agree that the Owner has entered inte Owner Equipiment Contracts for the Owner Equipment prior to
the Amendment Date, In connection with the execution of this Agreement, the Owner hercby retains all of Owner’s obligations, rights, and remedies
under each Owner Equipment Contract and with respect to the Owner Equipment obtained pursuant thereto.

(c) Work After Full Notjcs to Proceed. The Parties hereto acknowledge and agree that Owner issued a Full Notice 1o Proceed to Contractor with
respect to the Unit 5 Scrubber on ***, Therefore, Contractor has received authorization to pravide the full scope of Work redating to the Unit 5 Scrubber
unitil such Work is completed unless this Agreement is earlier terminated with respect t the Unit 5 Scrubber in accordance wilk Sgction 23.4(a). Upon the
issvance by Owner of the Full Netice 1o Proceed with respect to Unit 8, such notice shall be deemed to be authorization for Contractor to commence the
remainder of the Work relating to Unit 6 on the date set forth in such Foll Notice to Proceed, and thereafter, Contractor shall perform the full scope of
Work relating to Unit & uutil such Work is completed unless this Agreement is earlier terminated with respect to Unit 6 in accordance with Sgction 23 4(a).
Owner shall issue the Full Natice 1o Proceed with respect to Unit 6 no later than ***, If Owner fails to issue such Full Notice 1o Proceed by such time,
such failure shall constitute, as Contractor’s sole and exclusive remedy, a Change, with respect to which Article & shail apply. Contractor shali pexform its
obligations under this Agreement in accordance with the agreed upon Schedute, as such Schedule may be modificd or updated from time to tine in
accordance with the terms of this Agreement, :

3.2 Pyofessional Standards. Contractor shall perform and complete the Services and its other obligations under this Agresment, and all Equipiment shall be,
in accordance with all applicable Laws, this Agreement and Prudent [ndusiry Practices. In the cvent of any conflict between any of the authoritics in the
forcgoing sentence, afl applicable Laws shall contrel over the terms of this Agreement and Prudent Industry Practices, and the terms of this Agreement shail
control over Prudent Industry Practices.
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3.3 Sufficient Personnel. At all times during the term of this Agreement, Contractor shall employ a sefficient number of qualifisd Persons, who shall be
licensed if required by appticable Laws, so that Contractor may complete the Scrvices and Contragtor’s other obligations under this Agreement in an efficient,
prompt, economical and professional manner and in accordance with the Schedule. Withowt in any way limiting the foregoing, Centractor shall, for example,
employ a sufficient number of qualified buyers, inspectors, and expediters necessary to provide all equipment, materials and supplies to be provided by
Contractor hereunder in a timely manner consistent with the Schedule. Comtractor shali provide all technical services and supervision for Commissioning and
verification. Contractor shall also provide all construction services and craft personnel as required for system adjustments during Commissioning and
verification. Owner shall provide and pay for operations and maintenanes staff during Commissioning and verification.

3.4 Supervision and Discipline. Contractor shall supexvise, coordinate and direct the Services using Contractor’s best skill, judgment aad atiention,
Centractor shall enforce strict discipline and good order among Comtractor’s employces, Subcontractoss’ employees and all other Persons carrying out the
Services. Contractor shall at all times take all necessary precautions to prevent any imlawful or disorderly conduct by or among #s employees, erplayees of
Subcontractors and other Persons performing the Services and for the preservation of the peace and the protection of Persons and property at, or in the immediate
vicinity of, the Site. Contractar shall only permit the employment of Persons who are fit at the time they are employed and on each Day they perform the
Services, who are skilled in the tasks assigned to them, and who are qualified fo perform the tasks assigned to them. Contractor shall be responsibic for labor
peace on the Site and Contractor shall at all times implement policies and practices designed to avoid work stoppages, slowdewns, dispites and smikes where
reasonably possible and practical under the cirenmstances.

3.5 Contractor’s Key Personnel. Exhibit G coutains a list of Contzactor’s key personnel who shall be responsible for supervising the performance of
Conuractor’s obligations under this Agresment. That list includes the designation of Contractor’s Project Manager and Contractor’s Site Representative, Any
replacemeni of the key personnel listed in Exhibit G shall be subject to the prior written approval of Owner, which consent Owner shall aot unreasonably
withhold or delay. Contractor’s Project Manager shall act as Contracior’s liaison with Ovwner and shall have the authority (a) to administer this Agreement on
behatf of Contractor, {b) to perform the respansibilities of Contractor ender this Agreement, and {c} to bind Contractor as to the day-to~day preject management
operations under the Agreement. Contracior’s Site Representative or other Contractor supervisory personnel shall be present at the Site at all times when the
Services are being performed at the Site.

3.6 Design and Engincering. Prior 1o the Effective Date, Contractor shall have scrutinized, and satisfied itself a5 to the adeguacy of, the Specifications
(inctuding design criteria and calculations, if any) for completion of the Project. Contractor shall be responsible for the design of the Project and for the accuracy
of the Specifications. Any data or information received by Contractar, from Owner or otherwise, shall not relieve Contractor from its responsibility for the design
of the Project and execution of the Services. Contractor shall
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engage all supervisors, engingers, designers, drafismen and sther Persons necessary for the preparation of all Dacumentation required for the Work. [n
conpectian with the Documentation, Contractor shall prepare working drawings and specifications setting forth in detail the requirements for the construction of
the Project in accordance with this Agreement (the “Desiga Docameats™). Contractor shall submit those Design Documents identified in Exhibit A for Owner's
review, and Owner shall complete its review of, and provide any comments to Contractor with respect to, the Design Documents within ten (10) Days of
receiving such Design Documents from Contractor (and such Design Documents shall be decmed reviewsd without comment if Contractor does not receive any
comments frern Qwner within such time period). If Owner notifies Contractor that the Design Documents fail to comply with this Agreement, Contrastor shall
correct such Design Documents and shall resubmit them for Owner’s prompt review within five (5) Business Days in accordance herewith. Qwner shall be
entitled, but not obligated, 1o review and comment on all other Design Documents not identified in Exhibit A. Any review by Owner of any Design Documents
pursuant to this Section shall not relieve Contractor from any obligation or responsibility under this Agreement. If errors, omissions, ambiguities, inconsistencies,
inadequacics or other defects are found in the Designs Docuinents, they shall be correctad, notwithstanding any prior consent or approval of Owmer of any suck
Design Documnents.

3.7 Quality Assurance Plyn. Contractor shall develop, implement and maintainy & written plan for quality assurance of the Services (the “Quality
Assarance Plan™). Such plan shall meet the Qwner's corporate and Site-specific policies and requirements and the requirements of all applicable Laws.
Contractor delivered the plan to Owner on October 9, 2007 for Owner’s review and comanent, and Contractor has incorporated Owner’s reasonable comments
therein. Contractor has the right to rely on such approved October 9, 2007 plan in perfarming the Services. Contractor shall also require all Subcontractors to
establish, implement and maintain appropriate quality conirol and safety programs with respect to their respective partions of the Services, Contractor shall
pravide Owner and its employees, agents, representatives and invitees orith reasonable access to the Work wherever located for observation and inspection,
including but not limited 1o auditing of all activities for conformance with the requirernents of the plan and all requirements of the Agreeinent. Inspections and
audits of Cantractor’s Subcontractors will be coordinated with Contractor.

3.3 Training. Contractor shall develop and implement a program to instruct and train Owner's personnel adequately i accordance with the provisions of
Exhibit A. Contractor shiall deliver to Owner no less than six {6} manths prior {o Substantial Completion of each of Unit 6 and the Unit 5 Scrubber, substantizlly
compleie versions of the Project Manuals for Unit 6 or the Unit 5 Scrubber (as appiicable) that are sufficient for Contractor’s use in trainimg Owner’s
maintenance and operating personnel in respect thereof, and Contractor shall thereafter use such Project Manuals to train such Owner personnel.

3.9 Wtility Usg. Subject to Seetion 4.5, from the Effective Date until the latest of Final Completion of either Unit 5 Scrubber and Usit 6, Contractor shall
be responsible in cornectian with Contracter's scape of Work for the temporary power distribution grid within the Site (Bom the Owner designated tie-in points),
fuel (other than coal and fuel oil used for Commissioning, Performance Testing and operation), communication systems for Contractor’s tcmpora.ry office
facilities (including telephones for Owner’s staff), construction waste disposal, and wastewater disposal.
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3.10 Spare Parts.

{2} Contractor shali provide the spare paris required for Commissioning and start-up of the Equipment and the cost of such spare parts shall be
cantained within the Contract Price. Acting 45 Gwner’s agent pursuant to Sectiop 3. 1aXiiA), Contractar shalf olbtain froar cach supplier of Owuer
Equipment a recommended list of spare parts required for Commissioning and start-up of snch Owner Equiptment, and Cwner shall procure and provide
such spars paris to Contractor appraximately sixty (60) Diays prior to start-up of any such Cwmer Equipment. Upon Owner's request and acting as Owner's
agent pursugnt to Section 3, Ia¥iiWA), Contractar shall use its commercially reasonable efforts 1o ablain from cach supplier of Equipment and Owner
Equipment at least two hundred and seventy (270) Days prior to Substantial Completion a list of recominended spare parts for such Equipment and Owner
Equipment for the ongoing operation and maintenance of the Project. Contractor shall request such spare parts kst to include: (1) mame of manufacturer,
(3) manufacturer’s description of spare part, (3) The manufacturer’s part number, (4) required quantities, (3) lead time, and {6) price. *** cost for
provurement of such recommended *** spare parts *** not included in the Contract Price. The parties shall mutually deterntine the process for procuring
and providing sich additional spare parts. Owner shall make available for Contractor at o cost o utilize during start-up and testing, all spare parts
acquired by Owner for the Equipment and Owner Equipment, #+*,

(b) As of the Amendment Date and as part of the *** within the Contract Price, Contractor bas agreed 1o procune two recommended aperatians and
maintenance spare parts, which sparc parts *** and the ***, as noted in more detail in Table I-4a of Exhibit 1.

3.11 Subcontragtor Presence. Within the Contract Price component for which the technical assistance is provided as set forth in more detail in Exhibit],
Couiractor shall be responsible for notifying and paying asy Subcantractos representative that it deemns necessary 40 be present for technical assistance at {a) any
training session, (b) erection supervision, (¢} Commissioning, or (d) the Performance Testing. Similarly, Owner, at its cost, shall ensure that an adequate number
of qualified representatives from those suppliers supplying Owier Equipment are present for technical assistance ot the same events.

3.12 Currgni Records: Record Drawings. Contractor shall maintain in good order and make available to Owner, for inspection at the Site a1 all times, at
least one record copy of the Documentation marked currently o record material changes (ade during constuction. Before, and as a condition to, Final
Completion of Unit 6 and the Unit 5 Scrubber, Contractor shall deliver to Owner all of the preceding items and 2 set of reproducible of those as-built drawings
listed in Exhibit A (in hard copy and electronic formats {non-native files) reasonably requested by Ovwner), showing all Changes made during construction with
respeet to Unit 6 and the Unit 5 Scrubber.

3 13 Trnsportation Costs. Contractor shall arrange and pay for all transportation, storage and transfer costs incurred in connection with the Work, except
for the transportation and storage costs attributable 10 Owner Equipment, which transportation and starage caosls shall be paid by Owner.
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3.14 Project Manuals, Contractor shall deliver to Qwner the first draft of the Project Manuals for each of Unit 6 and the Unit 5 Scrubber no lass than one
hundred and eighty {180) Days prior te Substantial Completion of Unit 6 or the Unit 5 Scrubber (as applicable) in accordance with the requirements of this
Agreement, with such first draft containing sufficient operationzl and technical information to allow Uwner to develop related Facility operating and maintenance
procedures in order for Contractor ta provide operator training. Contractor shall deliver to Owner the final draft of such Project Maauals, in both hard copy and
electronic format, priot to Final Completion of Unit 6 or the Unit 5 Scrubber (as applicable).

3,15 Coutrol of Work. Contractor shall control and be solely responsible for al! construction means, metheds, techniques, sequences, progedures, safety
and quality assurance, and quality contral programs in conncction with the performance of the Services. Contractor, as part of the *** construction Indirects in
Exhibit [ shall provide all necessary security at that portion of the Site under Contractor’s care, custody and control for the construction Worl,, including, withowt
Timitation, a suitable fence around such portian of the Site, and the prohibition and prevention of access and crtrance to such partion of the Site by all
unneccssary and unauthorized Persons. Contractor shall strictly control the admission of Persons to such portion of the Site and no such Persan (other thant the
cmployets, officess or directors of the Pastics or their Affiliates) who is #ot required for the performance or supervision of the Sesvices shall be admitted withawut
the prior approval of Owner {such approval not to be unreasonably withheld or delayed). From Substantial Completion through Final Completion of Unit 6 and
the Uinit 5 Scrubber, ***,

3.16 Ermergencies. In the event of any emergency endangering life or property, Contractor shall take all actions as may be reasonable and necessary 1o
prevent, avaid or mitigate injury, damage or loss and shall promptly report gach such emergency, and Contractor’s responses thereto, to Owner. Such steps shall
inciude the incident reporting to Owner station managenent as required by Asticle 24 herein.

3.17 Local Conditions; Inspection of Interface Points,

{a) Contractor has reviewed the Site and the acvess to the Site, all as described in Exhibit B, and acknowledges that they ave sufficient for the
performance of the Services. Coatraclor represents and warraats that it has taken all steps aecessary 1o ascertain the nature and location of the Services and
thai it has investipated and satisfied itself as to the general and Jocal conditions that can affect the Project, the Site or the performance of the Services,
including: (i) conditions bearing on access, egress, ansportation, waste disposal, handling, lay down, parking and storage of matetials, (i) the availability
of labor, water, electric power, other utilities and roads needed for construction; (iii) uncertainties of normal weather or ether observable physical
conditions at the Site; and (iv) the character of equipment and facilities needed before and during the performance of the Services, If Contractor has taken
all rcasonabie sieps as described in this Section, then, notwithstanding Article 9, Contractor shall be entitled to an adjostment in the Condract Price or
Schedule for any differing Site conditions,

(b} Contractor has inspected the various interface poiats on the Owner’s existing systems, each of which is identified on Exhibit A, and has satisfied
itself that such interface points are sufficient and adequate for the performance and complstion of
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the Services. Contractor represents that il has taken all prudent and commerciafly reasonable steps necessary to ascertain the nature and location of the
inicrface points and hag satisfied isclf as to their sufficiency and adequacy, except for the tic-in ducts which are scheduled for inspection during the outage
for Unit § Serubber Tie-In. In the event that Conteactor discovers a differing interface point condition that affects the Services during the performance of
the Services, Contractor shall not be entitled to a Change in acoordance with Article 8 o the extent such differing condition could have been ebserved or
discovered in a visual inspection of the applicable interface points; otherwise Contractor shall be entitted to a Change Order.

.18 1se of Site: Owner Access. Contractor shall confine its operations at the Site to areas permitted by applicabls Laws, this Agreement and the Exbibits
hereto. Contractor shall prepare, implemeni and enforce written Site rules necessary for the safe, efficient and proper prosecution of the Work. Those rules shall,
&t a minirmumm, comply with the Owner Environmental Health and Safety manual and all applicable Laws, Contractor shall provide Owner, the Financial
Institutions and their respective employces, agenis, representatives and invitzces with reasonable access to the Work wherever located for observation and
inspection; pravided, that Contractor may provide, and Owner and the Financial Instiwutions shall accepi, an escart or ather safzty measures thal Contracior, ia its
sole discretion acting reasomably, deems necessary or edvisable. Contractor shall provide Owner with office facilitics on the Site which shall be outfitted in @
customary manner (including a conference room) as more fully described in Exhibif 4. Those office facilities shall be connected to and serviced by the usual
utilities, subject to Sections 3.9 and 4.5, Owner shall have the right to assign a maximum of five dedicaled representatives to Contractar’s facility on a full time
basis.

3.19 Compliance With Laws. Cantractor shall comply, and shall cause all Subcontractors to comply, with all applicable Laws and Change Orders that
relate to Changes in Law relating to the Work or the Project, and Coniractor shali give all applicable aotices with respect to, and in accordance with, any
applicable Laws. Contractor shall ensure that the Praject, as designed and constrocied, complies, and, when operatad in accordance with Prudent Industry
Practices, shalt comply with all applicable Laws. Notwithstanding the foregoing, or anything else in this Agresment to the contrary, Contractor’s obligation with
respect ta water, air and other emissions of the Praject shall be limited to the reguirements st forth in the Specifications. I£ not otherwiss exempted by Tide 48
and to the extent appiicable, Contractor will make a good faith effort fo comply with 48 C.ER. § 52.219-8, Utitization of Smalf, Smail Disadvantaged, and
‘Women-Owned Small Business Concerns, and 48 C.F.R. § 52.219-9, Smafl, Small Disadvantaged, and Women-Owned Small Business Subcontracting plar.

1.20 Pennits and Approvats. Contractar shall be responsible for oblaining, renewing and maintaining all permits, licenses, approvals and certifications
customary and necessary for Contractor to demolish, Site prepare, enginess, detail, fabricate, fornish, deliver, unload, store, erect, install, commission (but only
those permits exclusively used for commissioning) and inspect the Work, all as described in Exhibit D {collectively, the “Contractor Permits”). At least three
(3) Days prior to application for any of those items that are Site-specific and relate to Site activities, Contractar shall give to Owner a copy of such application. If
Owner abjects to such application, Coniractor shall not proceed with such application and the Parties shall discuss and agree wpen a mutually acceplable mathod
to achieve compliance with such requircments; provided. that Contractor shall be entitled to a Change to the exient such delay in submitting the
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application impacts the Contract Price or the Schedule, Contractor shall provide reasonable assistance and documents to Owner in connection with Cwner’s
cfforts to obtain the Gwaer Permits. Contractor represents that, to the best of its knowledge, the Contractor Permits listed in Exhibit P are the custornary permits,
approvals and certifications required ta be abtamed by Contractoer for its perfonnance of the Services. Upan Contractor 's request, Qwner shatl provide Cantractor
reasonable cooperation and assistance in obtaining and maintaining Contractor Permits.

.21 Periodic Reports and Meetings.

{a) Status Rcport. Within ten {10) Business Days after the end of each calendar month, Contractor shall prepare and submit to Owner a writicn siatus
report covering the previous calendar month, which report shalt be prepared in 2 manner and format {hard copy and <lectronic) reasonably acceptable to
Owner und shall include (i) a detailed description of the progress of the Work, inciuding an up-to-date Work Schedule depicting all critical path activities
and Key Schedule Milestones and illustrating the progress which has been made against such activities and Key Schedule Milestones, {id) if the description
of the progress of the Work indicates that the Work does not comply with the Schedule, a brief description of the steps and actions that Contractor
proposes to taks in order to comply with the Schedule, (iii) a comparisen of the aciual amounts paid or payable by Owner through the previous calendar
month for the Work completed by Contractor campared to the forecasted amounts payable for such Work as set forth i the Cash Flow Plan (including in
sach of the ***), (iv) *** (v) *** (vi) ***, (vii) a staternent of any significant issues which remain unresolved and Contractor's recommetidations for
resolving the same, (viil) a summary of any significant Project events which are scheduled or sxpected to occur dunng the following dhirey (30} Days, and
(ix) all additional information reasonably requested by Qwner (the “Morthiy Progress Report™).

(b} Attendance and Participation. From the Effective Date until the latest of the Final Completion Dates of Unit 6 and the Unit 5 Scrubber,
Lontractor shall attend and participate in regular maetings with Owner which shall occur monthly (or upon such other interval as the Parties agree in
writing) for the purpose of discussing the status of the Work and anticipating and resolving any problems (“Progress Meetings™). The Progress Meetings
may also include, at the fequest of Owner, the Financial Institutions, consultants and other Persons. Contractor shall prepara and promgitly deliver 1o
Owner written minutes of ¢ach meeting; provided, that the publicalion o distribution of such minutes shall not constitute a permitted basis for providing
notice, or otherwise asserting ¢laims, under this Agreemeni by any Party. No implication whatsoever shall bre diawn as cotsequence of a failwre by any
Party 1o comment on or object to any minutes prepared or distributed by Contractor. Unless otherwise mutually agreed, Contractor’s Site Represeniative
shatl attend all Pragress Meetings afler Coatractor mobilizes to the Site. In addition to the above monthly Progress Meetings, Contractor shall hold
tegularly scheduied (but not less frequently than weekly during construction) stams ar scheduling meetings with its Subcontractors as appropriate, and
ramer shall have the right but not the obligation to attend and participate in such weekly status meetings; providsd, that, if Contractor determines in its
teasonabie discretion that Owner’s attendance at the meeting would prohibit Contractor from effectively addressing confidential or sensitive issues,
Contractor shall have the right to bar Owner from sl or a portion of such meetings.
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3.22 Signage Neither Contractor nor its Subcontractors shall display, install, erect or maintain any advertising or other signage at the Site without Owmer’s
prior writter approval, other than sigas and notices required by applicable Laws, retated safety or work rules, site identification, or used io solicit employees for
the performance of the Services.

3.23 Imerference with Traffic. Contractor shall carry out the Services so as not to interfers ynnecessarily or improperly with (a) Owner’s aperations on the
Site (after Owner has assumed custody and contral of the Praject) ar (b) access o, use of or accupation of public or privale roads, footpaths or properties i the
possession of Owner or any other Person. Contractor shall communicate with, and asceriam the requirements of, all Government Authorities in w¢lation to
vehicular access to and egress from the Site and shall comply with any such requirements. Conlractor shall be doemed to have satisfied itself 2s 10, and shall be
fulty responsible far, the routing For delivery afheavy or fange loads to the Site 50 a5 to satisfy any requirements of Government Authoritics with respect therete.

3.24 Supplv of Water and Disposal of Sewage. Coniractor shall provide, within the Site, an adéquate supply of drinking and other water for the use of
these Persons working on the Site. Contractor shall dispose of, either off-Site or through the Facility’s septic system or other approved method, all on-Site
sewage cffluent during performance of the Services.

3.25 Housckeeping. At all times during the term of this Agreement, Contractor shall keep the Site and surrounding area adjacent to where the Ssrvices are
actually being performed, free from wasie materials, equipment, rubbish, debris and other garbage, and liquid ard non-liquid materials whether spilled, dropped,
discharged, blown out or leaked. Contractor shall employ adequate dust control measures. To the extent practicable, Contractor and all Subcontractors shall
utilize reasonable waste reduction and recycling techniques al the Site. Before the latest of the Final Completion Dates of Unit 6 and the Unit 5 Scrubber,
Contractor shall remave from the Site all tools, trailers, surplus and waste materials, and rubbish, and shali otherwise leave the Project and the Site in a neat and
clean condition. With respect to all buildings on the Site, Camtractor shalf clean all glass (inside and out), remove all paint spots and other smears, stains or scuff
marks, clean all plumbing and lighting fixtures, and clean all concrete, tile and Gnished floars. If Contractor fails to perform such housekecping services, Owner,
fallowitig notice and a reasonable opportunity for Contractor to cure, may perform such services, and the cost of such services shall be aliocated to the Contract
Price in accordance with the pricing component for which the Services are being performed. For example, if the housekeeping services are performed 1o remedy
2 problem with a ***, the Owner shall be entitled to ***. If the housekeeping services are performed to remedy a problem that would bave been 2 ***, the costs
for Owner to perform such services shall be counted towards the*** solely for the purpose of calculaing ***,

4. IB1

Owner shall perform the responsibilities st forth in this Article at fts awn expense end at those reasouable times as may be required by Contractor for the
successful compietion of the Work in accordance with the Schedule.
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4.1 Qwner’s Representative. Owner shall appoint Owner’s Project Director with whom Contractor may consult at all reasonable times, and whose
mstructions, requests and decisions shall be binding upon Ownet a3 to all matters pertaining to this Agreement and the performance of the Parties under this
Agreemeny; provided, that no amendment or modification of this Agreement shal) be effected except by an Amendment, and no Change shall be effected except
as provided in Asticle 8.

4.2 Access. From the Effective Date until the latest of the Substantial Completion Dates of Unit 6 and the Unit 5 Scrubber, Owner shall provide
Contractor, at no additional cost to Contractor, unrestricted right of access to such portion of the Site as Contracter may reasonably require for the construction of
the Project and for Contracior’s office, warchouse, shop buildings, welding facilities, Centractor’s squipment storage, fay down arca, and employes patking,
Owner shall cooperate with Contractor so as to minimize disruption by Owner of Contractor’s performance of the Services. After Substantial Completion of Unit
6 or the Unit § Scrubher and Owner takes over care, custody and control of Unit 6 or the Unit $ Scrabber, Owner shall allow Contractor teasonable access 1o the
applicable partion of the Site in order to achieve Final Completion of Unit 6 or the Unit 5 Scrubber.

4.3 Permits, Owner shall be responsible for obtaining, renewing and maintaining the permits, licenses, approvals and certifications necessary for the
operation, maintenance, use and ownership of the Facility, including the pormits listed in Exhibit E (cotlectively, the “Owner Permits™). Contractor shal
provide Owner with all reasonably necessary information, documents, data, criteria and performance characteristics of the Project requested or required by
Qwner to assist Owner in obtaining Owner Permits.

4.4 Owaer Equipment. Owner shall procure and provide Owner Equipment by the dates set forth in the Schedule in order to prevent delay. Except 1o the
extent that Contractor’s faiiure to perform its obligations in accordance with this Agreement hereof is the cause of such non-performance or schedule delay, any
impact to Contractor fram the delay {or re-sequence) in delivery or performance of Owner Equipment shall give rise {0 a Change.

4.5 Fuel and Utilities Owner shall provide, at no cost ta Contractor, the electrical interconnect for power export from the Facility at the intercommection
paints identified in Exhibit A, all electrical pawer necessary for construction of the Praject (including back feed power) and such other foel, #**.

4.6 Opcration and Mainigpance Staff. At least one year prior to Substantial Completion of Unit 6 and at least six months priorto Substantial Completion of
the Unit § Serubber, Ovwner shall provide, under the direction of Contractor through Substantial Completion of Unit 6 or the Unit § Scrubber but at no cost to
Contractor, the complement of qualified operation and maintenance personneld for Commissioning, Performance Testing and operation of Uit 6 or the Unit §
Serubber; provided, that such action by Owner in connection with Commissioning, Performance Testing and operation of the Project shall not, in any way,
modify or relieve Contractor from its obligations or void any warranties under this Agrecment.

4.7 lob Site Rules. From the Effective Date until the latest of the Substantial Completion Dates of Unit 6 and the Unit 5 Scrubber, Owner, its
represcatatives and agents shall abide by all reasonable Site safety rules promulgated by Conlractor.
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4.8 Payment. Owner shall pay Contractor the Contract Price, a3 such price may be adjusted from time to time pursuant 1o the provisiens of this Agresment,
Gwner shall make al! payments promptly when due.

5. ECAIPMENT AND WORKMANSHIP

uality of Equipment and Workmanship. All Equipment and workmanship shall be of the respective kinds required by this Agreement, including those
required by the Specifications and Prudent Industry Practices and shall be subjected from time to time ta such tesis as Owner may reasonably require at the place
of manufecture, fabrication of preparation, or at the Site or at such other place or places as may be mutually agreed upan by thie Parties, including any place of an
indopendent third party. Confractor shall provide such assistance, labo, swres, apparatus and instruments as are normally required for examining, measuring and
testing any Equipment and Owner Equipment (other than specialty tools as listed in Owner Equipment Contracts) and workmanship, before incorporation into
the Project, for testing as may be reasonably selected and required by Cwner, Contractor shall remeve from the Site any Equipment that is not in accordance with
this Agreement.

3.2 Cost of Tests. The cost of conducting any test related to the Work shall be aflocated to the Centract Price in accordance with the price component for
which the Work is performed unless such tesl is clearly intended by or provided for in this Agreement as being the responsibility of Owner. [f the results of any
such test indicate that the applicable Equipment or workmanship da not conform to the requirements of this Agreement {including the Specifications) and Cremex
has reasonable grounds to suspect that any other similar Equipment or workmanship may not conform to the requirements of this Agreement (including the
Specifications), Owner may require Contractor 10 carry out further fests, which in the reasonable opinion oFOwner are necessary to verify that such other similar
Equipment or workmanship conforms ta the requirements of this Agreement (including the Specifications). The costs of any such ***,

5.3 Samples. At the reasonable request of Owner and at Owner’s cost, Contracter shall supply Owner with samples of Equipment (for which samples can
reasonably be provided). The manufacturer’s standard samples (with relevant information) and any additional samples shall be labcled as to origin and intended
use in the Project.

5.4 [nspection of Operations. Owmer (and its representatives) shall at alt reasonable times have access to the Site and to all workshops and places where
Equipment or Owner Equipment is being manufactured, fabricated or prepared for the Preject. Contractor shall provide Owner a reasonable opportunity to be
present for any tests of any Equipment or Owner Equipment,

5.5 Examination of Work hefore Covering. No part of the Equipment or Owner Equipment, as applicable, shall be permanently covered up a1 the Site or
put cut of view witheut affording Owner a reasonable opportunity to examine and measurs any such part of the Equipment or Owner Equipment, as applicable,
which is about to be covered up or put eut of view, including examining foundations before any part of the Equipment or Qwner Equipment, as applicable, is
placed thereon. For certain agreed parts of the Work as set focth in Exhibit A, Contractor shall give notice to Owner whenever any such part of the Equipment or
Cwmner
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Equipmicn, as applicable, or foundations is or are ready er about to be ready for examanation and Qwner shall, without unreasonable delay, atiend (or inform
Contractor that it is unnecessary for il to attend} for the purpose of cxamining and measuring such part of the Equipment or Owner Equipment, as applicable, or
of examining such foundations.

5.6 Uncovering and Making Openings. If, following discovery of defective warkmanship or materials in any part of the Work, Owner has reasonable
grounds to suspect that further parts of the Work may be similarly defective, Contractor shall, upon the reasonable request of Owner, provide Owner clear
evidence that such other paris are not defective to the reasonable satisfaction of Owner or shall uncover such further parts of the Work or make fusther openings,
in ot through the same, and Contractor shall inspect and repair, if necessary, any such parts. Unlass the cause of such defective workmanship is shown 10 be the
result of Gross Negligence or willful misconduct, the costs of such work carried out by Contracter under this Section shall be added to the Craft Labar Costs and
shall be applied against the existing Cost Target — Craft Labor without a Change. If the cause of such defective workmanship is shown to be the result of Gress
Negligence or willful misconduct of Contractor, Contractor shall bear the full costs of repair.

6. SCHEDULE & CONTRACT PRICE
6.1 ¥*=*

6.2 Commencement of Wark for Unit 6 and the Unit § Scrubber. Owner has issued the Full Notice to Praceed with respect to the Unit 5 Scrubber, and
Contractor has commenced the perfermance of the Services with respect thereio and shall continuousty and diligently fulfill its obligations under this Agrecment
with respect ta the Unit 5 Serubber throngh the Wamanty Period. Owner hes issued a Limited Notice to Proceed with respect to Unit 6, and Contractor has
commenced the performance of the Services with respect thereto in a limited fashion. Upon issuance of the Full Notice to Proceed with respect to Unit 6,
Contractor shall continuously and diligently fulfill its obligations under this Agreement through the Warranty Period. For Unit 6 and the Unit 5 Scrubber,
Contractor shall perform its obligations under this Agreement in aceotdance with the Contract Price-for Unit 6 and the Unit 5 Scrubber as set forth on Exhibit [
and with the Key Schedule Milestones set forth in Exhibit C, as such may be modified and updated from time to time in accordance with the terms of this
Agreement. Contractor hereby acknowledges and agrees that a portion of the Work for the Unit 5 Scrubber and Ueit 6 includes: (a) Work performed under the
#4% ghd the Original EPC Agreement, which Work has already been paid by Owaer under the *** and the Original EPC Agreement, and (b) Work performed
under Duke purchase order FHP01564, which Work has already been paid by Owner under such purchase order (but is included as part of the Coutract Price).

6.3 ==*_ Each Party shall, in good faith, cooperate with the ather and usc all commercially rsasonable efforts to **#, in each case, in accordance with *+*
described in Exhibit 1. ***.

6.4 Schedule Reguirements; Updates. *** Contractor shall prepare and make available to Owner at all times al the Site, or such other location mutually
agreed upon by the Partics, a current, working copy of the detailed Schedule depicting alt critical path activitics and illustrating the progress which has been
made on the Worl: against the Schedule (in hard copy and electronic format), including critical path activities interconnected by schedule logics, for
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Owmer's review and comment. On a monthly basis, Contractor shall provide Owner with any and all updates to the working Schedule, inclading any forecasted
changes in the Schedule and the resulting effects on achieving the Key Schedule Milestones; provided, however, that no update of or revisions o the working
copy of the Schedule shall be deemed Lo alter, revise or otherwise change the date for any Owner obligation, any Key Schiedule Milestones, the Guaranteed
Tie-[n Date, the Guaranteed Substantial Completion Date or the Guarantzed Final Completion Date, all of which shall be amended only by a duly executed
Change Order or amendment hereto. Qwner shall be entitled to have access ta the Schedule in order to input, treck and update Gwner's and its subcontractors’
activiies within the Schedule (including Jogic res) and to review and generate reports related 10 the Schedule in accordance with the terms of this Agreement.
*** The Key Schedule Milestones shall be provided in the Schadule in such a way as in suppors the achievement of Substantial Completion by the **+,

6.5 Enhanced Project Management Process.
(a) LEL
{b) 2ex,
() *+¢,
(d) LLLS
(C) *hk .

6.6 Unit § Scrubber Yic-In. Contractor shall perform Unit § Scrubber Tie-In in accordance with the Guaranieed Unit 5 Tie-In Commencement Date and
Guaranteed Unit 5 Tie-In Completion Date, both as may be adjusted pursuant to a Change Order. Cwner shall have the right tn make adjustments to such suiage
schedule, incloding delaying or accclerating the Guaranteed Unit 5 Tie-ln Commencement Date or the Guaranteed Unit 5 Tie-In Completion Date; provided. that
as a result of any such adjustment, Contractor shall be entitled to an equitable adjustment in the Contract Price and the Schedute in accordance with Agticle 8, ***

ta such portion of the Site as Contractor may seasonably require to perform the following Work during the outage for the Unit 5 Scrubber Tie-In: (1) removal of
blanking plates and (2) activation of the previously installed *** quick acting rebiet dampers, as set forth in more detail in Exhibit A

7. COMPENSATION ANT) PAYMENT
7.1 Cash Flow Plan. ***:
ORI
Giy
(i) *** and

(iv) ***
(collectively, the ¥+*).
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(b) Revisions to Cash Flow Plan. If any Monthly Progress Report shows that the amount actuelly paid or payable by Owner for *** incurred by
Contractor in performing the Work through the *** for which such Monthly Progress Report relates varics of is reasonably forccasted to vary by more
than *** in each of *** fram the aggregaie amounts scheduled to be paid during such two-month period as reflected in *** or *** actually incurred by
Contractor in performing the Work through the end of the month for which such Monthly Progress Report relates varics substantially (as determined by
Owner in its reasonable discretion) from the amouats scheduled o be paid as reflected in the ***, prior to the issuance of the next Invoice, Contractor shatl
creale a revised forecast of future payments to be made by Owner for the *** to be incurred by Contractor in performing the Work for the Project (it being
understood that the intent of such revised forecast shall be to make adjustments necessary to eliminate any such forscasted variance), which revised
forecast shall be reasonably acceptable to Owner, and Owner shall issue a Change Order to amend the **¥ (o reflect such revised forecast, provided, that
such revised forecast shall nof resull in any adjustment to the Contract Price except by Change Order. *¥* shall be equitably adjusted as a result of any
delay in the Work, whether caused by an event of Farce Majeure or breach of this Agreement by Contractor.

7.2 Pavmants of the Contract Price. 1n consideration of Contracier’s performance and provision of the Work and subject to this Article 7, Owner shall pay

o Contractor the Contract Price as provided in ***,

7.3 Invoicing.
(@)*** submit 1o Owner a ***, broken ot by Unit 6 and the Unit 5§ Scrubbey, in accordance with*** for the sggregate amount that is due for such
calendar month pursuant to the Cash Flow Plan and for which Contractor has not been paid (the “lnveiee™). Each fnveice shall include:

LES

*** Contractor shall make avaitable such documentation and materials as Owner may reasonably require to substantiate Contractor’s right to
payment of such Invoice.

(b} I any Invoice is deficient in any material respect, Contractor shall be required to resubmit that Invoice in proper form; provided, bawever, that
Owner shall pay any portion of it that is not deficient or subject to dispute. Owmer shall review each Tavoice and shall make exceptions, if any, by
providing Contractor with written nolice within Gflecn (15) Days afier Ovmer recgives the Invoice and such substantiating documcatation and materials as
Owner may have reasonably required. Notwithstanding anything in this Asticle to the conteary, the failute of Owner to raise an exception shall not
preclude Owner from subsequently seeking, and Contractor fram paying, a refund of any amounts to which Contractor was not entitled under this
Agresment, and Owner may, by any payment pursuant to Section 7.3(c) below, make any correction or madification that should properly be made fo any
amount previously considered due.

{¢) {f Ower provides no exceptions within such time period set forth in Section 7.(bj, Ovwner shall pay Contractor, within thirty (30) Days of
receipt of such
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Invaice and such substantiating documentation and materials as Owner may have reasonably required, in U1.S. dollars the amonnts designated in such
Invoice, plus any additions and less any deductions which may have become due under this Agreement, as reflected in the Invoice. Any amount of an
Invoice that Orwner disputes shall be resolved promptly in accordance with Artigle 28. Once the dispule is reselved, Owner or Contractor, 23 appllcable,
shall pay any amount awing prompily after the date of the final resofution. If for any reason Owner fails to pay Contractor for all sums due and owing
(other than sums that are the subjact of a good faith dispute or permitted to be withheld pursuant to this Section 7.3()) within thirty (30) Days of receipt of
a sybstantiated Invoice which complies with the requirements of this Article, a late payment charge shall accrue that is based on an annual percentags rate
%’\:’R) equal to the Prime Interest Rate plus one percentage point (1%), payable each month or portion thereof that payment is delayed beyond such 30th

{d) If any Services performed or Equipment supplied by Contractor is not in accordance with this Agresment, Owner may withhald from any
Invoice the cost of rectification or replacement until such rectification or replacement has been completed, and, if Contractor is failing 1o perform any
Services or provide any Equipment in accordance with this Agreement and Owner has so notified Contractor in writing, Owner may withhold the
cstimated value of such Work until it has been performed or previded in eccordance with this Agreement.

(e} Each monthly Invoice sha}l include ***,

74 Cash Flow. The Parties acknowledge and agree thai, in managing its cash flow, Qwner is relying on all payments to be mads *** in gecardance with
the Cash Flow Plan in Exhibit I and that any significani excess aver the amounts set forth in the Cash Flow Plan would adversely affoct Owner’s ability 1o
manage its cash flow. ***, and the Parties shall not construe this Section as limiting, Contractor’s ahility 10 accelerate ar substitute *** updated Schedule forecast
**+ revise the Cash Flow Plan to match as closely as possible the updated *** to she extent that doing so will not adversely impact the ability of Owner to
manage its cash flow as contemplated by this Section.

7.3 Final Paymend. Upon achievement of Final Completion of Unit 6 or the Uait 5 Scrabber, Contractor shall submit to Owner an Invoice for the final
Cash Flow payment and other payments due under this Agreement with respect to Unit 6 or the Unit 5 Scrubber {the “Final Payment Eavoice™) which shall set
forth all remaining amounts due to it pursnant to this Agreement with respect to Unit 6 or the Unit 5.Scrubber. When sabmitiing the applicable Final Payment
Invoice, Contractor shall submit a written discharge, in form and substance reasonably safisfactory to Ownier, confirming that the total of the applicable Final
Payment [nvoice represents full and final settlement of all monies due to Contractor under this Agreement with respect 1o Unit 6 or the 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 indemnify Owner against such Lien) of any
Liens; proyided, that the waiver or bond shall be conditioned on Contractor receiving payment pursuant to such Final Payment Invoice. The procedures set-forth
in Section 7.3 above {inchiding application of any late payment charge} shalt be followed for payment of the applicable Final Payment Invoice, and Owner shall
be entitled to offset against any Invoice or Final Payment Invoice any undisputed arounts owing by Contractor to Owner under this Agreement with respect to
Unit & ar the Unit 5 Scrubber, including any undisputed Liquidated Damages as may be applicable.
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7.6 Certification by Contractor. In each Invoice, Contractor shall certify as follaws;

“Therz are no known Liens {or such Liens are bonded over) outstanding at the date of this Iavoice, all amounts that are due and payable t0 any thind
party (including Subcontractars) with respect to the Waork as of the date of this Invoice have been paid or are included in the amount requested in this
Invoice, and, except for those bills not paid but so included and amounts dispited between Owner and Contractor, there is no known basis for the creation
of any Liens except in respect to payments to Subcontractors withhald far proper rzasons. Coniractor hereby waives and releasss, to the extent of the
receipt of payment requested in this [nvoice, any right {o any Lien with respect to payment for such portion of the Work included in this Inveice.”

7.7 No Acceptance by Payment. Owner’s payment of any lavoice, including a Final Payment Invaice, does not constitute approval or acceptance of any
item or <ost in that Invoice nor shall be construed to relieve Contractar of any of its obligations under this Agreement.

7.8 Revenue from U it & and Facility. Gwaer shall be entitled to all revenue derived from or in connection with operation or use of Unit é and the
Facility before (as contemplated in Section 10.4) and afier the Substantial Completion Date for Unit 6.

3 CHANGE ORDERS & PRQVISIONAL SUIMS

§.1 Change Requesty Without invalidating this Agreement, Owner may order changes in the Specifications or the Work consisting of additions, deletions
or other revisions (each, a “Chaage™), including deletion of Unit 6 or the Unit 5 Scrubber (such deletion being only in the event: (x) the DENR permit for Unit é
is reversed or stayed on appeal, or (y) Owner has cancelled the Work associated with Unit 6 ot tha Unit 5 Scrabber and does not intend to proceed with another
contractor for such Work), provided, that Owner may not delete all Work through this Article. Without limiting the zenerality of the foregoing, Owaier may
order:

(a) an increase or decrease in the quantity of any Work,

(b) any Work omirted,

{c) a Change in the character or quality or kiad of any such Work,

(d) a Change in the levels, lines, position and dimensions of any part of the Project,

(e} execution of additional Services of any kind prudent for the completion of the Work, or
(f) a Change in any specified sequence or timing of the Services.
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If Owner desires to make 8 Change, it shall submit a written proposal to Contractor describing the Change requested. Contractor shall promptly review Owner’s
proposal and submit to Owner an estimate of the cast to develop a Change Order for such Change, snch develapment costs te be determined on a time angd
materials basis wiilizing the rates set fosth in Exhibit X. If the estimated costs to develop the Change Order are reasonably acceptable to Owner, Owaer shall
promptly provide otice therecf to Contractor in writing. Epon receipt of such notice, Contractor’s Project Manager shall promptly notify Owner in writing, as
soon as practicable, either by giving reasons why Contractor, either directly or indirectly through a Subcontractor, could not effect such Change (if this is the
case) or by submiiting a proposed Change Order, which shatl include in reasonable detail:

(i)  the effect and impact, if any, that the Change would have, in Contractor’s reasonable judgment, on the Work, the Contract Price or the
Schedule,

(i))  Contractor’s proposal for any necessary modifications to the Work, the Contract Price or the Schedule, and

{iily Contractor’s proposal for any necessary modifications io any other provisions of this Agreement, including the Specifications, the
Key Schedule Milestones, the Cash Fiow Payments or the Performance Guarantees,

Contractor shall provide Qwner such supporting docurnentation for the foregoig as Owner may reasonzbly request, Notwithstanding the foregoing, Contractor
shall not be entitied 10 any increase in the Contract Price or any extension of the Schedule if such Change was necessary as a result of a breach by Contractor of
this Agreement. Owner shall, as soon as practicable after receipt of such submittal and supporting documnentation, respond with any comments or questions.
Contractor shall not delay any Wark while awaiting a respense. If Owner responds with comments or questions, Contractor shall endeavor to address such
comments of Answer such questions as 500N a3 practicable. [§ Ownsr decides nut to proceed with a Change, it shall reimburse Contractor for its efforts in
developing the estimates and other information regarding the potential Change, on a time and tvaterial basis utilizing the rates set foah in Exhibit E (such
reimbursement (o be either outside the Contract Price or through a separate Change Order); provided, that Owner shalf enly be required to reimburse Contractor
if Contractor has complied with the cost proposal requirements set forth abowe. 1f Owmer wishes o proceed with the Change, Owner shall issus a written oeder to
Contractor authorizing the Change and setting forth any revisions to this Agreement necessary 1o effect the Change (the “Chaage Order”™). If Contracior refuses
to accept such necessary revisions in the Change Order, Owner shall be entitled to require Contractor to continue to perform its obligations hierennder as wonld
be modified by the Change Order, provided, that, if Owaer requires Contractor to so perform, (x) the Parlies shall resolve the Dispute over the necessary
revisions in accordance with the dispute resolution procedures set forth in Agticle 28 and (y) if the Change requires additionat or disputed Work, Owner shali
continue fo pay Contractor pursuant bo the payment terms hereof hased, subject to resolution of the Dispute pursuant to Articlz 28, on the time and materials rates
set forth in Exhibit K. Once the Dispute is resolved, any amount owing will be paid within thirty (30) Days afier the date of resolution.
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If Contractor experiences an increase in ¢osts o a delay in Contractar’s ability to perform the Work due to a delay in the delivery of any Owner Equipmeni or 2
delay resulting from a defect in any Owner Equipment or a breach of the Owner Equipment Coniracts by the suppliers of the Owner Equipinent, and such delay
or defect i1z nof the result of Comtractar’s failure to comply with the requirements of this Agreement, Contractor shall be entitled 1o a Change and an equitable
adjustment in the Contract Price and/or the Schedule.

Contractor shall have the right ta request a Change but shail have no right 1o require a Change which is not contemplated by this Agreemens without the prior
writlen consent of Owner. If Contractor 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 thercof,

£.2. Change Ocder Pricing. All Change Orders will be developed on an open hoak basis, and the Owner shalt have the right to review the detailed cost
estimates and assumnptions for the Work to be included in the Change Order. For each Change Order, the Parties may agree 1o have Contractor perform the Work
under such Change Order in accordance with any of the pricing categories sot forth in this Agreement, or 2 combination thereof, and, if the Partiey are anable 1o
agree on A pricing category under which such Work shall be performed, such Work shall be performed ++4_ All Contingency will be negotiated on a case by case
basis, depending upon the nsks associated with the Change Order Work.

$.3 Change Order Billing. All Change Orders shall be Invoiced and paid in accordance with the payment terms set forth in the Change Order.

9. FORCE MAJEURE

9.1 Exent of Force Majeure. The performance by Qwner or Contractor under this Agreement shall be excused to the extent that such Party™s performance
is delayed or prevented by reason of an event of Force Majeurs, [f a Party is or wiil be reasonably prevented from performing its obligations under this
Agreement by an event of Force Majeure, such Party shall wse all commercially reasonable efforts to remove the cause affecting such non-performance and to
minimize any delay in or impact npon the performance of this Agreement or any damage to of other impact upon the Equipment or the Owner Equipment. If an
event of Force Majeure occurs, the Parties shall negotiate an eguitable adjusiment to: ***, and (b) the Coniract Price; provided, that Contractor shall *** on
Change Orders which result from an event of Force Majeure.

9.2 Notige, If a Party is or will be reasonably prevented from performing its obligations under this Agreement by an event of Force Majeure, then it shalt
notify the other Party of the obligations, the performance of which is or witl be prevented, and the nature and cause of the event in writing within thirty (30) Days
after the notifying Party or its Project Manager becomes aware, through the exercise of reasonable diligence, of the event of Force Majenre, The Party affecrad
by an event of Force Majeure shall provide the other Party with weekly updates {a) estimating its expected duration, the cost of eny remedial action, and the
probable impact on the performance of its obligations hereunder, (b) of the actions taken to remave or overcome the event of Force Majeure and (c) of the efforts
taken to mitigate or limit damages to the other Party, The Party affected by an event of Force Majeure shall also provide written notice to the other Party when it
ceases 1o be so affected.
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9.3 Suspension: Termination Due 1o Force Majeure. I any event of Force Majeure by Contractor delays Contractoc’s performance for an aggregate time
period greater that *** consecutive Days, then Owner, in its sole and absolute discretion, shall have the right to terminate this Agreement without penaliy upon
paymeni of all due and owing payments in accordaiice with Section 23.3. If any event of Force Majeure by Cumer delays Contractor’s performance for an
aggregale lime period greater than **<* cansecutive Days, then Contractor, in its sole and absolute discretion, shall have the right to suspend performance and
demobilize under this Agrecment without penalty in accordance with Section 23,7, If any event of Force Majeure delays Contractor 's performance ia agy three
year time period for an aggregate time period greater than +#* Days, then Contractos, i its sole and absolute discretion, shail have the right to terminate
performance and demebilize ander this Agreement without penalty, and such termination shall be deemed and treated 25 a temination under Section 23.4.

10. P N; PERFO) TING: PE E
10.1 Mechanical Completion Inspection. At least thirty {30) Days prior to the date upon which Contractor expects that Unit 6 or the Unit § Scrubber will

salisfy the conditions for Mechanical Completion set forth in Section 11,1, Contractor shali notify Owner in writing thereof and shall take necessary measnres to
allow a preliminary Mechanical Completion inspection of the relevant Unit 6 or the Unit 5 Scrubber to be conducted by Owner and its representatives. Contractor
shall include with such notice documnents and information prudent or convenient for Owner 10 determine whether Unit 6 or the Unit 5 Scrubber will satisfy the
conditions for Mechanical Completion set forth in Section L1 if Owner notifies Contractor of any deficiercics in the Work, Contracior shall immediately
remedy such deficiencies as part of the Contract Price and provide Owner with the relevant docamentary evidence of the correction.

162 Performance Testing. As soon as reasonably practicablc following Mechanical Completion of Unit 6 or the Untit 5 Scrubber as set forth in Article 11
below, and after providing Owner at least five (5) Days priot written notice (unlass Orwner agrees (o a shorter notice period or tegulatory requirements neccssitate
a longer notice periad), Contractor shall commence Performance Testing of Unit 6 or the Unit 5 Scrubbet, All Performance Testing shall be conducted in
accordance with the Tesling Procedures developed in accordance with the requirements of Exhibit L1 or Exhibit L-2, as applicable, and approved by Cwaer
(such approval not to be unreasonably withheld or delayed). Owner and its agents, represemiatives and invilees, including any independent third pasty inspector,
shail have the right to attend and witness the Performance Testing, Aficr the completion of each successful Performance Test, Contractor shall determine and
submit to Owner, in writing and electronically, the raw data and completad results of such Performance Test, together with a comparison of such results to the
applicable Performance Guarantees and a statement whether such resalts satisfy the applicable Performance Guarantees. By submitting such raw data and
completed results, Contractor represents that such raw daia, and the conversion of such raw data into the 1est results, is accurate, All Performance Testing shall be
conducted in confuyrmance with the applicable requirements of this Agreement and the Testing Procedures and with the required priot nofification ta Owner.

10.3 Satisfaction of Performance Testing. Within ten (16) Days after it receives the results for all of the Performance Testing, the underlying raw data and
other information required by Section 10,2, Owner shal} respoad in writing to Contractor stating whether (a) such
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Performance Testing was performed according to the Testing Procedures, and (b) the results of sach Performance Testing satisficd the applicable Perfonnance
Guarantees, or, if Gwner does not believe that is the case, Oaner shall provide its reasons therefore. Upon its receipt of any such response fram Owner that is nol
in the affimalive, Contractor shall promptly take whatever action shall be necessary to cure the defect in the Performance Testing, adjust or modify any of the
Equipment, or request adjustment or modification of Owner Equipment in accordance with Scotion 3 J(al(ii). or otherwise in ordes to satisfy the applicable
Performance Guarantecs 50 noted by Owner and shall promptly sepeat the Performance Testing in accordance with Section 10,2 and this Section. If, following
the Performance Tesling, either: (2} Owner agrees that the Performance Guarantees have been satisfied and that the Performance Testing was performed
according to the Testing Procedures, {b) the failure ¢ meet any Perforsance Guaraniees is attributable to the performance of Qwner Equipment (other than due
to Contractor’s abligations sct forth m Sgetion 3. 1(a¥iiKBY), or (c) Owner fails lo respond within the tine period set forth above, then the applicable
Performance Guarantees shali be deemed to have been satisfied on the date of completion of such Performance Testing for the purposes of calculating Delay
Liguidated Damages or Early Completion Bonus, Natwithstanding anything in this Article to the contrary, no agreement, confirmation, statement or otherwise of
Owner telating to whether the Performance Testing was performad according to the Testing Procedures or whether the resolts of such Performance Testing
satisfied the applicable Performance Guarantees shall relieve Contractor of'any of its obligations under this Agreement, Alf costs that Contractor incurs in
satisfying its obligations under this Asticle are the sole responsibility of Coutractor and included in the Contract Price, except that Contractor shall be reimbursed
thraugh a Change Order for additional costs it may incur due to problems with Owner Equiptaent that are not the sesalt of Contractar’s faiture to comply with the
requirernenis set forth m this Agreement (other than Section 3. E{a}ii¥A)), including for any repeat Performance Testing and the consumables and spare paris
associated therewith.

10.4 Owner's Right 1o Operate Prior tisEaction of Pe tess. IT Unit 6 or the Unit S Scrubber fails 10 satisfy the Performance
Guaraniees during the Performance Testing for Unit 6 or the Unit 5 Scrubber or fails w0 achisve Substantial Completion by the Guaranteed Substantial
Completion Date for Unit 6 or the Unit 5 Scrubber and Unit 6 or the Unit 5 Scrubber can be operated in compliance with appticable Laws, Owner, in its sole
discretion, shall have the right nonctheless to operate Unit 6 or the Unit 5 Scrubber and shall give Contractor written notice of its decision; provided; that if by
doing 50 Owner would cause material damage or deterioration ta Unit & ar the Unit 5 Scrubber, Contractor shall not be responsible for such material dsmage or
deterioration to 1Init 6 or the Unit § Scrubber to the extent caused by Qwner’s clection to operate prior to Contractor having an opportenity ta core any Defects.
If Owner elects to operate Uit 6 or the Unit § Scrubber and, during such time, does nat permit Contractor to cure the Defects necessary for Unit 6 or the Unit 5
Scrubber to satisfy the Minimum Performance Guarantees of Unit 6 or the Unit 3 Scrubber, then the Guaranteed Sebstantial Completion Date and Guarantced
Final Completion Date (if such dates have not passed) for Unit 6 or the Unit 5 Scrubber shall be extended on an equitable basis until such time as Ownar tenders
Unit 6 or the Unit 5 Scrubber to Contractor for further Services and Performance Testing, and Contractor shalt be entitied to a Change Order for equitable
schedule and/or price adjusiment. Qwner shall bear the risk of loss during such time as it operates Unit 6 or the Unit 5 Scrubber. Owaer’s operation of Unit 6 or
the Unit § Scrubber under this Section shali not reduce Contractor's obligations under this Agreemeat, inclwding Contractor’s obligation o canse Usit 6 or the
Unit 5 Serubber to satisty the Specifications and Performance
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Guarantees for Unit 6 or the Unit 3 Scrubber, except for normal wear and tear, degradation, and operation not in accordance with Contractor’s instructions. In
any event, if Owner elects to operate any Unit 6 or the Unit 5 Scrubber as contemplated in this Section 10.4 for more than *** Days, then Substantial Completion
of Unit € or Unit 5 Scrubber shalt be deemed to have been achieved on the Day Owner made such clection, and ***.

10.5 Failure nent ce Criterig. If Unit 6 or the Unit 5 Scrubber satisfies the Performance Guatantees of Unit 6 or the Unit 5
Scrubber under this Agreement but an item of Equipment within Unit § or the Unit 5 Scrubber does not meet its specific performancs criteria a5 set forth in the
Specifications, Confractor shall, in addition to its warranty obligations bercunder, pravide Owner with alf commercially reasonably paid assistancs in pursuing
the available remedies against the Subcontractor which provided such Equipment. This assistance maay include bui shall not be jimited to assistance in enforcing
the repair, replacement or refurbishment of the Equipment by Subcontractor ar the collection of monetary remedics from the Subcontractor for failure to meet its
guarantees. The Owner shall be entitled to the benefits of any recovery from such Subcontractor.

11 C PLETION, MPLETION: F N

11.1 Mechanical Completion. “Mechanical Completion® shall be deemed o have occurred with respect to Unit 6 or the Unit 5 Scrubber wpon the
satisfaction of all of the following conditions:

(a) All materials, equipment and systems related to the safe start-up and testing of Unit 6 or the Unit 3 Scrubber shall have been constructed and
insialled in accordance with this Agreement, including the Specifications and applicable Laws, and in a manner that does not void any warrantics, and the
Equipment and Cwner Equipment shall be mechanically and electricatly sound, all required pre-opcrational testing shall have been satisfactorily
completed, and all systems shall have been checked for alignenent, lubrication, Totation and hydrostatic and pneumatic pressure indegrity.

(b) All systems and components shall have been fushed and cleaned out as necessary, and the Equipment and Owner Equipment shall be ready to
support the commencement of Performance Testing,

{c) The Partics shalf have agreed upon the Testing Procedures;
{d) For Unit 6, Contractor shall have synchronized Unit 6 to the transmissios grid as described in Exhibit A;

() The Fquipment and Owner Equipment shall be capable of being tested in accordance with Exhibit L without damage therelo (indudi_ng any
pertion of the Facility) or to any property or injury to any Person and in compliance with all applicable Laws and all permits and licenses required by such
Laws;

(fy Contractor shall have provided the applicable Documentation that is needed 10 start-up, operate and maintain Uait 6 and the Project (including the
Project Manuals), which Documentation shall have been approved, in the reasonable determination of Owaer, as adequate for the start-up, operation and
maintenance of Unit § and the Project (such approval not ta be unreasonably withheld or delayed);
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(£) Contractor shall have provided the traming of Owner’s personne] and representatives as required by Exhibit A; and

(h) Contractor shall have delivered to Owner a certificate signed by Contractor cenifying that all of the preceding conditions in this Section have
heen satisfied.

Cantractor shall not commence Performance Testing of Unit 6 or the Unit 5 Scrabber until all of the above conditions have been satisfied with respect to Unit6
or the Unit 3 Scrubber and Coniractor shall have provided the required prior notice to Owner of the Performance Testing and given Owner an opportunity to
atend.

11.2 Substantial Completion. “Substamtial Completion™ shall be deemed to have occurved with respect to Unit 6 or the Unit 5 Scrubber upan the
satisfaction of all of the following conditions:

{a) Mechanical Comgplztion of Unit 6 of the Unit 5 Scrubber shall have been achieved,

(b) Unit 6 or Unit 5 Scrubber shall be capable of being operated in accordance with the Specifications without damage to Unit 6 or the Unit 5
Scrubber, the Fazility or to any property or injury 10 any Person and in compliance with all Ovwner Permits, Laws and orders of all Government Authorities
then in effect;

(<} Contractor shall have completed the initial Performanee Testing of Unit 6 or Unit 5§ Scrubber and the resulls of such iniial Performance TFesting
shall have satisficd the Minimum Performance Guarantees of Unit 4 or Unit 5 Scrubber, all ascording to the Testing Procedures and the requirements of
Aricle 10;

(d) Contractor shall have completed the performance of the Services with respect to Unit 6 or the Unit § Scrubber according to all of the provisions
of this Agreement, with the exception of these fters specified in the Substaatial Completion Punch List with respect to Unit 6 or the Unit 5 Scrubber,
which Contractor shall have prepared and for which Contractor shalt have received approval from Owner {(such approval not to be unseasonably withheld
or delayed).

{e) Contractor shafl have delivered to Owner the Documentation relating to Unit 6 or the Unit 5 Scrubber thai Contractor is required to deliver to
Orwner pursuant to Exhibit A; and

() Contractor shall have delivered to Owner a certificate signed by Contractor certifying that all of the preceding conditions in this Section have
been satisfied.

Upon the satisfaction of all of the foregoing conditions, Owner shall aceept Unit 6 or the Unit § Scrubber, subject io Final Completion of Unit 6 or the Unit 5
Secrubber according to Article 11,
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by delivering to Contractor notice of that acceptance within a reasonable time, and Costractor shall turn over risk of loss and care, custody, control and aperatian
of Unit 6 or the Unit 5 Scrubber to Owner. Fot the purposes of calculating Delay Liquidated Damages **#, the date upon which Contractor submits the certifying
natice required by this Section 11.2 (if such notice is accurate) shall be dezmed the Substantial Completion Date with respect to Unit 6 or the Unit 5 Scrubber.

113 Final Comgpletion. “Final Cempletion” shall be deemed to have occurred for Unit 6 or for the Unit § Scrubber upon the satisfaction of all of the

fellowing conditions for Uit 6 or the Unit 5 Scrubber:

1z,

() for Unit 6 or the Unit 5§ Scrubber, Contractor shali have achieved all conditions for Substantial Completion of Unit 6 or the Unit 5 Scrubber,

(b) Contractor shall have completed the Performance Testing of Unit 6 or Unit 5 Scrubber and cither (i) all Performance Guaranises of Unit 6 or the
Unit 5 Scrubber shall have been satisfied according to the Testing Procedures, or (i) Cottractor shall have satisfied all of the Make Right Performance
Guarantees of Unit 6 or the Unit § Serubber and shall have paid to Gwner Performance Liguidated Damages as required by Agticle 12 for those guarantees
that aftow a perfermance buy-down;

(c) The performance of the Services {except for Services relating to any warranty Work) shall be one bundred percent (100%) complets, including
the Reliability Testing and the completion (or buying down) by Contractor of all items on the Substamtial Completion Punch List with respoct to Unit 6 or
the Unit 5 Scrubber in accordance with this Apgrecment;

(d) Contractor shall have delivered to Owner the Documentation Contractor is required to deliver to Owner pursuaat to Exhibit A as of the Final
Completion Date for Unit 6 or the Unit 5 Scrubber;

{e) There shall exist no Default of Contractor and no event which, with the passage of timc or the giving of notice or both, would be a Dofanlt of
Contractor, and

() Contractor shall have delivered to Owner a certificate signed by Contraclar certifying that all of the preceding conditions in this Section have
been satisfied.

LAY AND PERFORMANCE [LIQUID. ; N S

12.1 Delay Liquidated Darmages.

() The Parties agree that it would be extremely difficult and impracticable under presently known and anticipatzd facts and circunistances to
ascertain and fix the actual damages Owner would incur if Contractor does not achicve Substantiel Completion of Unit 6 by the Guaranteed Substantial
Completion Date for Unit 6 (as the Guaranteed Substantial Completion Date for Unit 6 may be exiended due to Force Majeure, Owner caused delays,
differing site conditions, discovery of Hazardous
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Materials, Changes in Law, or as otherwise contemplatad in this Agreement), and, accordingly, if Contractor daes not achieve Substantial Completion of
Unit 6 by that date, subjecl to Sgetion 12.](c) below, Cwner’s sole and exclusive remedy for such delay shall be to tecover from Coniractor as liguidated
damages, and not as a penalty, the Delay Liquidated Damages for each Day that Substantial Completion of Unit 6 is delayed beyond the Guaranteed
Substantial Compiction Date for Unit 6; pravided, that in no event shali the aggregaie Delay Liquidated Damages for Unit 6 exceed its Delay Liquidated
Damages Cap.

{b) The Parties agree that it would be extremely difficult and impracticable under presently known and anticipated facts and circumstances to
ascertain and fix the actual damages Owner would incur if (i) Unit § Scrubber Tie-In does not commence by the Gugranieed Unii 5 Tie-In Commencement
Date, {ii} Canttactor does not complate the successful Tie-n of the Unit § Scrubber by the Guaranteed Unit § Tie-In Completien Date or (iit) after the
suceessful Tie-In of the Unit 5 Scrubber, Contractor does not achieve Substantial Completion of the Unit 5 Scrubber by the Guaranteed Substantial
Completion Date (in each casc, as the Guaranteed Unit 5 Tie-In Commencement Date, the Guaranteed Tic-in Completion Date or the Goaranteed
Substantial Completion Date of the Unit 5 Scrubber, as applicable, may be extended due to Force Majeure, Owner caused deleys, differing site conditions,
discovery of Hazardous Materials, Changes in Law, or as otherwise contemplated in this Agreement), and, accordingly, upon the occurrence of either
event, subject to Section [2.1(c) below, Owner's sole and exclusive remedy therefore shall be to recover from Contractor as [iquidated damages, and not as
a penalty, the Delay Liquidated Damages for each Day afier the Guaranteed Unit 5 Tie-In Commencement Date that Unit 5 Scrubber Tie-In does not
comumence, each Day after the Guaranteed Unit 5 Tie-En Completion Date that the successful Tie-ln of the Unit 5 Scrubber hias not been achieved, and,
afier the successful Tie-In of the Unit S Scrubber has been achieved, each Day after the Guaranieed Substantial Completion of the Unit 5 Scrubber that
Substantial Completion of the Unit 5 Scrubber is not achieved, ss applicable; provided, that in no event shali the aggregate Delay Liguidated Damages for
the Unit 5 Scrubber exceed its Delay Liquidated Damages Cap. The Parties hereby agroe that the Delay Liquidated Damages payablke pursuant 1o this
Section 12.1(b) shall not be duplicative. By way of example, if Contracior is assessed Delay Liquidated Damages duc to the commencemnent of Unit 5
Scrubber Tie-In on a date that is two {2) Days after the Guaranteed Unit § Tie-In Commencement Date, Connactor shall not be liable for Delay Liquidated
Damages for the same twa (2) Day delay in completing Unit § Scrubbeér Tie-In or in achieving Substantial Compietion of the Unit 5 Scrubber.

{¢) Comiractor shall have no liability or obligation to pay Delay Liquidated Damages to Owner hereunder for any delay in Contractot’s perfurmance
of the Wark 1o the extent atwibutable fo the performance of any Owner Equipment, unless such delay is the result of Cantractor’s failure to comply with
the requizements set forth in this Agrecment.

12.2 Performance Liguidated Damages.

{a) The Parties agree that it would be extremely diﬁicult and impracticable under presently known and snticipated facts and circumstances to
ascertain and fix the
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actual damages Owner would incur if Unit 6 or the Unit § Scrabber does not meet the cosresponding Performance Guarantees on or before the Guaranieed
Final Completion Date for Unit 6 or the Unit § Scrubbar, and, accordingly, and subject to Section 12 2(c) below, Owner's sole and exclusive remedy for
such faifure shall be to recover from Contractor as liquidated damages, and not as a penalty, the applicable Performance Liquidated Damages; provided,
however, that in no event shall the aggregate Performance Liquidated Damages for Unit 6 or the Unit 5 Scrubber exceed the respective Performance
Liquidated Damages Cap. ’

(b) Notwithstanding anything set forth in Scction |2.2(al to the contrary, Contraclor shall have the right, exercisable by writien notice 1o Owner,
delay the payment of Performance Liguidated Damages by Contractor with respect to Unit 6 or the Unit § Serubber and to continue 1o use all
commercially reasonable efforts 10 achieve the Performance Guarantees of Unit 6 or the Unit 5 Scrubber for a perind of up to %** afier the Guaranteed
Final Completion Date for Unit 6 or the Unit 5 Scrubber.

(c} Contractor shall have ne liability or obligation to pay any Performance Liquidated Damages to Owner hereunder for the failure to meet any
Performance Guaraniee to the extent that such failure is attributable 1o the performance of any Owner Equipment, unless such failure is the result of
Contractor s fatlurz to comply with the requirements set forth in Section 3, 1{aXii}B).

12.3 Early Complction Bonus. Owner shall pay Contractor the Early Completion Boaus for Unit 6 for Contractor's carly achicvement of Substantial
Completion of the Work for Unit 6 as campared 10 the Guaranteed Substantiat Completion Date for Unit 6. Contractor shall only be entidled io such Early
Completion Bonus if the Work meets the Minimura Performance Guarantees for Unit 6 at the time of Substantial Completion of Unit 6.

12.4 Payment Unless disputed in good faith, the Liquidated Damages specified m Seclion 12,1, Sectiopn 12.2 and the Bonus specified in Section [2.3 shatl
be due and payable within thicy (30) Days after written demand by Owner or Contractor, as the case may be. Any wndisputed Liquidated Damages or Bonus that
remain unpaid after the expiration of such thirty-Day period shall bear interest a1 the Primie Interest Rate plus 1% per annum or the highest rate allawed by Law,
whichever is less. If any Liquidated Damages or Bonus are disputed by either Party, any Liguidatsd Damages or Bonus that are determined to be payabls
pursuant 1o the reselution of such dispute in accordance with this Agreement shall also bear interest from the expiration of the thirty-Day period referred to above
al the Prime Enterest Rate plus 1% per annum o the highest rate allowed by Law, whichever is less. Notwithstanding the assessment of intecest, and in addition to
its othver rights and remedies, Owner and Contractor shall have the right to offset the amoumt of any unpaid Liquidated Damages or Bonus plus inferest against
any amaunts due or that may beceme due 1o Comtractor or Owner (as the case may be) under this Agreement.

13, WARRANTY

13.1 Services Warranty Period. Contractor warrants that the Services will be performed in a professional and workmaniike manner, will conform to the
requirements of this Agreement, including the requirements set forth in Section 3, 1{a¥(ii), and wilf reflect competent
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professional knowiedge and judgment. For Uit 6 and the Unit 3 Scrubber, if any portion of the Services fails to comply with this wamanty obligation and
Contractor is so notified in writing prior to *** after the respective Subsianfial Completion Date {the “Servites Warranty Period™), Contractor will promptly
re-perfarm such portion of the Services without additional compensation from Qwner or, if re-performance is impossible or commercialty impeacticatle, Owner
and Contractor shall meet and discuss in good frith au equitable way 10 resolve such matter in order to place Owner in as good a pesition as Owner would have
been in had there been no such breach of the warranty obligation. If the Partics are unable to resolve such matter in a manner reasonably acceptable to both
Parties, cither Party may initiate the Dispute resolution proceduses set forth in Article 28 ‘

13.2 Equipment Warranty Period. Unless otherwise mutnally agreed in writing for a particular piece of Equipment, Contractor warrants that ali Equipment
furmished to Cwner will be free from Defects in workmanship and material and will conform to this Agreement, including the Specifications, for a peried that is
the carlier of: (a) *** from the date Substantial Completion of Unit 6 or the Unit 5 Scrubher is achieved or (k) for items of Engincered Equipment provided by a
Subcontractor, the cxpiration of such Engincercd Equipment Subconiractor warranty; pravided that, ***. If Contractor fails to so notify Owner, Contractor shall
be respansible for the full *** warranty obligation on such ***. Except for Equipment moted in Section 13.2(b} above, the Equipment Warranty Period for each
item on a Substantial Completion Punch List shall commence upon Contractor’s completion (or buying down) of, and Owner’s acceptance of, the particular
Punch List item and shall continue unti] the ¥*# thereof (the warrenty periods set forth in this Section are, collectively, referred to as the “Equipment Warranty
Perind™).

13.3 Exlension of Warranty Periods. If a Defect (as defined in Section 13,43 is discovered withia the Services Warranty Perind or Equipment Warcatty
Peried, as applicable, and such Defect is not cured 1o the reasonable satisfaction of Owner, then the Services Warranty Peried or Equipment Warranty Period, as
applicable, shall be cxtended to the *** of the date such Defiect was corrected, but only with respect to the Equipment or Service that was the subject of such _
Oefect. {n na event shall any Services Warranty Period or Equipment Warranty Period for Unit 6 or the Unit 5 Scrubber excend beyond *#* from the Substantial
Completen Date for Unit 6 or Unit § Scrubber, respectively.

134 Defects, §f, within the Scrvices Warranty Period or Equipment Warranty Period, as applicabie, deviations from, breaches of, or fadlures of the
foregoing warrantics (“Defects™) in the Equipment or Secvices are discovered by Gwaer or Contractor, Contractor shaff at no additional cost 1o Ow!le'f,
commence within a timely manner upon being discovered or upon notice from Orwner o correct those Defects, including re-performance or re-provision of any
affected portion of the Work and repair of any resuiting damage, and shall demanstrate to Owner’s reasaaable satisfaction that the Defects have been properly
corrected. Watanty Work critical to the operation of the Faciliy shall be performed at such time and in such manmer as to tske into consideration Owaer’s -
requirements 10 avoid disruption of Owner’s operations at the Facility. Contractor shall be responsible for, and shall pay ax and when duc fqr, sl inspection,
removal, packaging, transportation, installation, consulting and other costs for the correction of Defects. Owner shall provide Contractor with reasonable access
at the Site to correct Defects; provided, that any such access shall be restricted, and subject to such conditions, as Owner may have instituted generally for its
contractors.
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13.5 Respongibility for Wamrenty Wark. Contractor shail have primary labiliey with respect to the warranties in this Agresment, whether or not any Defect
or other matter is also covered by a warranty of a Subcontracter or ofher third party, and Owner need only look to Contractor for comrective action. In addition,
Contractor’s warranties shatl not be xestricted in any manner by any warranty of a Subcontractor or ather third party (gxcept as delineated in Section 13.2), and
the refusal of a Subcontractor or other third party to provide or honor a2 warranty or to correct defective, deficient or nonconforming Work shall not excuse
Contracter from its liability on its warranties to Owner. Contractor shall have no responsibility to perform any warranty Work with respect bo Owner Equipment
unless any Defect with respect to such Owner Equipment is attributable to Contractor’s failure to comply with the requirements sel forth in Section 3. 1(aXiiXB).

13.6 Conditigns of Warranty. Te the extent that any failure by Contractor te meet the foregoing warranties is the result of (3) Owner’s failure to receive,
handte, stare, maintain, or install the Equipment fumished in a reasonable manser o in accordance with any reasonable Confractor requirements conveyed 10
Owner, (&) Owner’s failure to operate the Equipment within its rating or operated and maintained in a reasonable manner consistent with Contractor’s or
Equipment vendors® instructions, (¢) Owaer subjecting the Equipment to abuse or misuse, of (@) normal wear and tear or corrosion isherent in the operation of
the Facility, then, to that extent, Contractor zhall be excused for said failure.

13.7 Title Warranty. Contractor represents and wasrants thal it shall provide to, and, effective as of the applicable datc st forth in Scotion 22.1, betehy
assigns and transfers to, Owner good, marketable and exclusive title to the Equipment, free and clear 0f all Lieas (other than Liens created solely by the actions
of Owmer); provided, however, that Contractor shall not be required 10 assign and transfer to Owner good, marketable and exchusive title to certain intellectual
property 1o be licensed to Owner as provided in Article 19, but Contracter shall, and hereby does, grant, effective upon the date on which Owner takes over care,
custody and contral of the Facility, to Owner the licenses to such intellectual property as described in Arjcle 19. In the eveat of any nomconformity with or
breach of this warranty, Contractor shall, as part of the Fixed Prices, promptty, and in any event within thirty (30) Days thereof, remove any Lien on any of such
Equipment or otherwise provide Owner good, marketable and excluswe title to such Equipment, free and clear of all Lieng; provided, that if Contractor iz unable
within such thirty (30) Day period to remove such Lien, Contractor may post a bond in an amount (and atherwise in form and substasce) veasonably acceptable
to Owner so long as Contractor continues to use all commercially reasonable efforts to remove such Licn as prompdy as practicable, This Section shiall survive
the expiration, canccilation or termination of this Agreement.

13.8 [ntellectual Property Warranty. Contactor warrants that the Services performed by Comiractor or its Subcontractors, the Equipment 2nd the
Documentation, or any part of any of the foregoing, shall not infringe or constisie a misappropriation of any right of any thind party, including, without
limitation, any copyrights, mask work rights, patent rights, trademark rights, trade sccret rights or confideatiality rights,

11.9 Warranty Assistance. During the Warranty Periods, Qwner shall, withowt cost to Contractor: (a) provide Contractor reaspnable working access
{subject la such restrictions and conditions as Owner may have instituted generally for its contractors) to the Site to remove, disassemble, replace and reinstall
any Equipment with respect to which a Defect exists; (b) remave,
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