
Amendment No. 1 to Form S-4 

S-4/A 1 ds4a.htm AMENDMENTNO. 1 TO FORM S-4 

Table of dontents 

As med with the Seamities and Exdtange Commission on April 8,2011 

(Exact name of registrant as spedfied in its charter) 

20-2717218 
(I.RS. Employer 

Idehtification Number) 

526 south C h u r d  street 
Charlotte, North Carolina 28202 

(704) 594-a00 
(Address, induding zip code, and telephone number, including area code, of registrant's principal executive ofiices) 

Approximate date of c o h m c e m e n t  of the proposed sale of thcsecurities to the public: As soon ak practicable after this registration statement becomes effective and upon 

If the ,securitid being:i&istered . .  on t& Form are being offerld in connection with the formation of a holding company and thereistompliance with h a a l  Instruction G. ctieck 

Ifes, Fo'0;m'is f<@, iore@s$i additi6al s q t i e s  for &:offering p u b &  1D Rule 462@) under the Securities Act, check'the folIowhg boxind list @e Securities' Act regis,tratiF 

Sf,'this.Fom, is a pd-eff&tive amendmmt.filed purrup?tto Rule 462(d) unaer the Se-curities Act, check @e fol1,owingbox and list the Seapities,,Act regidration statemerit number 

Indica@ 6 check m.;k whethri the regisbnt is a la@ accelerated filer, an accelerated-filer, a non-accelerated filer, or a smhler repbiting c0mpany:See the d&itions'of.''large 

' car ip le t ion 'o f ,~e .merga . .deb~ .  in the encldsed ddument- 

t+e foii+iin'g:b:+. ,n 

siatement number of the earlier aective registration stalenent forthe same offmng CI 

oithe e l iaef fec t ive  re&stx+stibn statement for the same offering. 

:accel.?t@d'&&,'' "accelqtmj filer". and 3rnaIler reporting company" in Rule 121-2 of the Exchange Act (check one): 

El qrge accelerated filer 0 Accelerated filer 0 Non-accelaatea' filer Smakr  reporting company 

(Do not check if a, smaller reporting company) 
,Sf applicable, place an ,X in @e ,bQu to designate,the appropriate mle provision relied upon in.conducting his transactiy.; 

Registration NO. 333-in899 

. .  

Washiington, D.C. '20549 

UNDER 
THE SECURTllES ACT OF 1933 

Delaware 
(State or 'other jurisdiction of 
incorporation' or organization) 

4931 
(Primary Standard Industrial 
Classification Code Number) 

Marc E. Manly, Esq. 
Group Executive, m e r  Legal Oflicer and Corporate Secrefary 

Duke Energy Corporation 
526 South Church Street 

Charlotte, North Carolina 28202 
(704) 594-6200 

(Name, address, induding Zip code, and telephone number, including area code, of agent for service) 

Steven k Rosenblum, Esq. 
Wachte& Lipton, Rosen & Katz 

51 West S n d  Street 
New York: New York 10019 

(212) 403-1000 

copier io: 
John R McArthur, Esq. 

Executive Vice President, General Counsel and 
Corporate Secretary 

Progress Energy, Inc 
410 S~uth W*gton Street 
Raleigh, North Carolina 27601 

(919) 54661111 

Timothy S. Go&el, Esq. 
HWton & WWmS L u  
421 FayetteviUe Street 

Raleigh, North Carolina 27601 
(919) 899-3000 

h t t p : / ~ ~ . s e c . g o v / ~ c ~ v e s ~ e ~ ~ ~ 1 3 2 6 1 6 0 / 0 0 0 1 1 9 3  1251 109251 7/ds4ahtmL4/21/2011 1 1:26:49 AM] 



Amendment No. 1 to Form S-4 

Exchange Act Rule 13e-qi) (Cross-Border Issuer Tender mer) 
Exchange Act Rule 14d-l(d) (Cross-Border Third-party Tender Offer) 

The registrant hereby amends th is registration statement on such date or dates as may be necessary to delay its eLTective date until the registrant shall file a furthw 
amrndment which specilidly states that this registration statement shnll thcreaftw become efiedive in accordance with Section 8(a) of the Securities Act of 1933, as amended, 

01 
this registration statement shall become eITective on such date as tlte Securities and Exchange Commission, acting pursuant to Sedion 8(a), miy determine. 

r I 
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Information contained herein is subject to complehon 0r:arnendment ,A regi&ati,on .stat$,ment:relab'ngto these securities has .been.filed o$h the Se.curih'es and 
Exchange Commission. These securijies may not be sold ndr may offers to buybe acceptedprior to the time the registration s,tatementbecomes e&ective:This 
document shall not constitute an offer to sell or the solicitation ofan offer to bay n.or shall there'b.e any sale of these 'securities in any jurisdiction inwhich such 
offer, solicitation or  Sale is not'permitted. 

PRELAmARY, SUBJECT TO COMPLETLON, DATED APRIL 8,2011 

MERGER PROPOSED-YOUR VOTE IS VERY IMPORTANT 

Dear Slweholders: 

The board of'directors' of Duke Energy Corporation and the board of directors of Progress Energy, Inc. have agreed to a strategic combmtion 
of Duke.Energy and Progress'Energy .?der the terms o f the  Agreement and Plan of Merger, dated 9, of January 8,201 1, which we refer to as the 
merger agreement. If we complete the merger, Diamond AcGsition Corporation, a wholly-owned subsidiq of Duke Energy, which we refer to. 
BS Merger.Sub, *ill merge wifh andinto Progress Energy and Progress Energy wil1,become a wholly-omed subsidiary ofDuke'Energy. 

Inthe merger, Progress Energy shareholders will have the right to receive 2.61% shares (to be adjusted as descnbedbelow) of Duke Energy 
cr i.on stock, par.value $0.001 per share, for each share of Progress Energy codon,sfock, no par value per share, held at the time of the merger, 
M -ash to be paid in lieu of any fractional shares (other thanthose. held in'progress Energy's Stock Purchase and Dividend Reinvestment Plan). 
We.will adjust thisexchange ratio proportionately to reflect the I-for-3,reverse stock split with respect to the issued and outstan- Duke Energy 
common stock that Duke.Energy plans to implement prior to, and conditioned on, the completion of the merger. The resulting adjixted exchange 
ratio will be 0.87085 of a share of Duke Energy cominon stock' for each share of Progress Energy common stock. Each outstanding option to 
acquiye,, a+~d each outsta.gdmg.e+ty awqd relating to, ones*e of Progfess Energy c o w o n  s tqk will be converted into an option to,acquire, or 
an equity aw5rd relating to, 2.6125 Shares. of Duke Energj common..stock, as applicable, as adjusted for the reverse'stock split as described above. 
Based on the number of shares of common stock of Duke &ergy.and Progress.Energy outstanding on [ - 1,201 1, the,record date. for the two,, 
companies' special meetings of.shareholders, and after giving effect to the reverse stock split, Duke Energy 'expects to issue approximately 
[ - ] shaes ofDuke Energy commonstock to Progress'Energy shareholders. Based on these numbers, upon the completion of the merger, 
Duke Energy shareholders and formerProgress Energy .shareholders would own approxhatidy [-I% and'[-]% ofthe common stock of Duke 
Energy, respectively, which shares of Duke Energy ,coqmon stock ell be listed on the New York, Stock Exchange. 

ciuke Energy and Progress Energy Wil l  each hold a special meeting of shareholders to .consider. the proposed merger. We cannot complete the 
merger unless the shareholders of both lhke Energy and Progress Energy approve the respective proposals related to the merger. Your vote is very 
hportanc regardless of &e.nqn$er of shares you o m .  Whether or not you expect to attend, your company's special meeting in person, please 
vote your,shares as 'promptly a s  possible by (1) accessing the Internet yebsite-specified on your proxy card, (2) calling the toll-free 
number specified on your proxy card'or (3) signing all proxy cards that you receive and returning them in'the postage-paid envelopes 
provided, so that your shaies.may be represented and voted at the Duke Energy or Progress Energy special meeting, as applicable. You 
may revoke your proxy at any time before the vote at the special meeting by fodowhg the procedures outlined idthe accompanying joint 
proxy statemenffprkpectus.. 

We look forward to the.successful combina6on of Duke Energy and Progress Energy. 

Sincerely, Sincerely, 

James E. Rogers 
Chairman, President and Chief Executive Officer 
I Energy Corporation 

William D. Johnson 
Chairman, President and Chief Executive Officer 
Progress Energy, Inc. 

The obligations of Duke Energy and Progress Energy to complete the merger are subject to the satisfaction or waiver of several conditions set 
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forth in the merger agreement. More information about Duke Energy, Progress Energy, the special meetings, the merger agreement and the merger 
is contained in the accompanying joint proxy statemenffprospectus. Duke Energy and Progress Energy encourage you to read the entire joint 
proxy statemenffprospectus carefulb, including the section entitled ‘‘JUSK FACTORS” beginning on page 19. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved the merger and 
( transactions described in the joint proxy statemenffprospe@us, nor have they approved or disapproved the issuance of the Duke 
EL.,* gy common stock in connection with the merger, or determined if the joint proxy statemenilprospectus is accurate or complete. Any 
representation to the contrary is a criminal offense. 

This document is dated [ - 1.201 1, and is fmt being mailed to the shareholders of Duke Energy and Progress Energy on or about 
[ - ],2011. 

I 
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DUKE Eh’ERGY CORPORATION 

NOTICE OF SPECIAL MEETING OF S m E O L D m  
TOBEHELDON[ - 1,2011 

To the Shareholders of Duke Energy Corporation: 

Miller Auditorium in the Energy Center located at 526 South Church Street in Charlotte, North Carolina 28202, to consider and vote upon: 
We will hold a special meeting of the shareholders of Duke Energy Corporation on [ - 1,201 1 at [ - 1, Eastern time, in the 0. J. 

a proposal to approve the amendment of the amended and restated certiCcate of incorporation of Duke Energy Corporation to provide 
for a 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy common stock in connection with the merger 
contemplated by the Agreement and Plan of Merger, dated as of January 8,201 1, by and among Duke Energy Corporation, Diamond 
Acquisition corporation, a wholly-owned subsidiary of Duke Energy Corporation, and Progress Energy, Inc., a copy of which is 
included as Annex A to the joint proxy statementlprospectus attached to this notice, as such agreement may be amendod &om time to 
time and which we refer to as the merger agreement, subject to the Duke Energy board of directors’ authority to not complete such 
amendment if the merger agreement is terminated or the merger is otherwise abandoned (we refer to this proposal as the ‘&reverse stock 
split propsar); 

(ii) a proposal to approve the.issuance of Duke Energy common stock, par value $0.001 per share, to Progress Energy, Inc. shareholders in 
connection with the merger contemplated by the:merger agreement (we refer to this proposal as &e “share issuance proposal”); and 

(iii) a proposal to’adjouni the special meeting of the shareholders of Duke Energy, ifnecessay, to solicit additional proxies ifthere are not 
sufficient votes to approve,&ther of the. pioposals above (we refer to this ptoposal as the “DukeEnergy adjournment proposal”). 

If Duke Energy and Progress Energy. do not complete tlie merger, Duke’ Energy will riot &end its &ended arid restated certificate of 
incorporation to effe.ct the reverse stock.’split contemplated by the reverse stock split proposal, notwithstanding that Duke Energy’s shareholders 
may have previously approved the reverse stock split proposal. Please refer to the attached joint proxy statemenffprospectus. and,&e merger 
agreement for finther infomation with respect to the business to be transacted at the special meeting of Duke Energy shareholders. We expect to 
transact no other business ‘at the special meeting,, except for business properly brought before the special meetmg. 

Only holders ofrecord of shares of Duke Energy common stock at the close of business on [ - 3,201 1, the record- date for the special 
meetmg, are entitled to notice of, and to vote at, the special meeting and any a d j o m e n t s  or postponements of the.special meeting. A list of these 
shareholders will be available for inspection by any Duke Energy slmeholder, for any purpose germane to the Duke Energy special meeting, at 
such meeting. 

We c-ot complete: the merger described ii.1 @e joint proxy s+temenffprospec,tus unless (i) holders of at least a majority.ofall,shares of 
Duke Energy common stock butstandug on the.record date for the Duke Energy special meeting vote in favor ofthe’reverse stock split proposal 
and (ii) holders of at least a majority of the shares of Duke Energy common stock voting on the share issuance proposal approve the proposal, 
provided that the total votes.cast onthe proposal (including abstentions) must represent a majority of the.shares of Duke Energy common stock 
outstanclmg on ilie record date for the Duke Energy special,meetmg. 

Table of.Contents 
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The Duke Energy board.of directors unanimously recommends that the Duke Energy shareholders vote "m" the reverse stock 
split proposal, the :share issuance proposal an'd the.Duke Energy adjournment proposal. For a discussion of interests of Duke Energy's 
directors and executive officers in the.merger that may be different from, or in addition to, the interests of Duke Energy's shareholders 
5 ~ .  -ally, see disdosure included in the joint proxyktatement prospectus attached to this notice under the heading "The Merger- 
I\ :sts of Directors and Executive Officers in the Merger-Interests of Directors and Executive Officers of Duke Energy in the.Merger2' 
Whether or not- you expect to attend theDuke Enei.gy; special meeting in person, please vote your shares as promptiy as possib1e:by 
(l),a,ccessing the Intern,et website specified on your prosy card, (2) calling the toll-free number specified on your pi-oxy card or  (3) signing 
all pkoxy card,$ that you 'receiye and returning the- i.n the postage-paid envelop,es provided, so that your shares may be'represented and 
voted.at the. Duh.Energy. special meeting. If your shares are held in the name of a bank, broker or other fiduciary, please follow the instruc,tions 
,on the voting imiruction.formkfiunished by the record holder. 

By Order of the Board of Dkectors, 

Name: Marc E. Manly, Esq. 
Title: Group.Euecutive, Chief Legal Officer and 

Corporate Secretary 

Charlotte, North Carolina 
[ - 1,2011 
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PROGRJXS ENERGY, INC. 

NOTICE OF S P E W  MEETING OF SHAREHOLDERS 
TOBEEELDON[ - 1,2011 

To the Shareholders of Progress Energy, Inc.: 

Energy Center for the Performing ,&is located at 2East:Splith Street ,$ Raleigh, North Cgoliha 27.601, to consider &,dvote upon: 
We will hold a special meeting of the shareholders of Progress,Energy, Inc., on [ - J, 201 1 at [ - 1, Eastern time, in the Progress 

(i) a propbsal to approve the plan of merger contained.in the Agreement and.Plan .of Merger, dated as of January 8,2011, by arid among 
Duke Energy Corporation, Diamond Acquisition Corporation, a,wholly-owned subsidiary of Duke'Energy Corporation, aqd Progress 
Energy, .Inc:, a copy of which is inc1uded.m Annex A to.the joint proxy statementlprospectus. attached to this notice, as such agreement 
may be amended from time to time and which we refkr to as the merger agreement, pursuant'to which Diamond Acquisition 
Corporation will be merged with and'into.Progress Energy and each outstandmg share of common stock of Progress Energywill be 
converted ,into the; . .  right . to receive 2.61 25 shares of c o y o n  stock bf Duke Energy, subject.,to adjustment to reflect the 1 ifor-3 reverse 
stock split with respect to the &sued and outstandmg Duke Energy common stock that Duke Energy plans to, implement prior to, agd 
conditioned on, the completion. of the merger, resulting in an adjusted exchange ratio of 0.87083, with cash to.be paid in lieu of any 
hctional shares other than those held in Progress Energy's Direct Stock Purchase and Dividend Reinvestment Plan (we refer to this 
proposal as..the "merger proposal"); and 

a proposal to adjourn the special meeting of the shareholders of Progress Energy, if necessary, to solkit additional proxies if there are 
not sufficient votes to approve the merger proposal (we refer to this proposal as the "Progress Energy adjournment proposal"). 

(ii) 

Based on the closing price of Duke Energy common stock'ori the New York Stock Exchange; or the NYSE, on J~uary.7,2011, %e last 
trading day before the public announcement of the execution of the merger agreement, the 2.61 25 exchange ratio @or ,to adjustment for the 
reverse stock split) represented approximately $46.48.in Duke.Energy common stock for each share of Progress Energy common stock. Based on 
the closing price of Duke Energy common stockon the NYSE on April 5,201 1, the last practicable date before the date of,this document, the 
unadjusted 2.6125 exchange ratio represented approX;natc&$48.10 in Duke Energy common stock for each share of Progress Energy,cokon 
stock:If the proposals are accepted, arid other conditions are met, Duke Energy shareholders y d l  continue to Ow$ their exishg shares of,Duke 
Energy common stock-, ad,justed.for the Feveise stock split. 

Please refer to the attached joint proxy statement/prospectus and the merger agreement' for further information with respect to the business to 
bL ,-acted at the special meeting of Progress Energy shareholders.. We expect to transact no other business .at the special meeting, except for 
business properly . .  brought. before the Progress Energy special meeting and any adjournment or postponement of &e Progress Energy specisl 
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m e e m .  

Only holders of record of shares of Progress Energy common stock at the close of business on [ - 1,201 1, the record date for the specid 
rneetmg, are entitled to notice of, and to vote at, the special meeting and any adjournments or postponements of the special meeting. A list of these 
shr--holders will be available for inspection by any Progress Energy shareholder, for any purpose germane to the Progress Energy special meeting, 
a imeeting. 

We cannot complete the merger described in the joint proxy statement/prospectus unless holders of at least a majority of all shares of 
Progress Energy common stock outstanding on the record date for the Progress Energy special meeting vote in favor of the merger proposal. 

Ttible of Contenk 

The Progress-Eqergy board of directors unanimously recommends that the Progress’Energy shareholder$ vote “m” the merger 
proposal and the Progress Energy adjournment proposal. For a’ discu@on’of interes,ts’of.l?rogretis Energy’s directors and’executive 
officers in the merger that may be different from,, or imaddition to, the interests of Progress Energy’s shareholders generally, see 
disclosure included in the joint proxylstatement prospectwattached to this notice under the heading “The Merger-Interests of Directors 
and Executive Officers’in the ‘Merger-Interests of Directors and Executive Officers of ProgressEnergy in the hgerger.” Whether or not 
you e,xpect to aeend the Progress,Energy special meeting in person, pleae vote your shares as promptly as possible by (i) acde+g the 
Internet website specified on your proxy card, (2) calling the toll-free nirmber specified on your proxy card or (3) signing a U  proxy cards 
thbt you receive and returning them in the postage-paid envelopes provided, ‘so that your shares may be represented and voted at the 
Progress Energyspecial meeting..If your shares are held in the m e  of a bank, broker or other fiduciary; please follow thehstructions on the 
voting instruction form firmished by the record holder. 

Do not send any share certificates at this t h e .  If we complete the merger, we will not@ you of the procedures for exchanging Progress 
Energy shqe,certificates for shares of Duke Energy Carporation 

By Order of the Board of Directors, 

Name: JohnRMcA~thr  
Title: Executive Vice President, General Counsel and 

Corporate Secretary 

Raleigh, North Carolina 
[ - 1,2011 
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ADDITIONAL INFORMATION 

This document incorporates important business and fmancial information about Duke Energy and Progress Energy from other documents that 
we have not included in or delivered with this document. This information is available for you to read and copy at the Securities and Exchange 
Commission’s Public Reference Room located at 100 F Street, N.E., Room 1580, Washugton, DC 20549, and through the SEC‘s website, 
www.sec.gov. You can also obtain those documents incorporated by reference into this document free of charge by requesting them in writing or by 
telephone from the appropriate company at the following addresses and telephone numbers: 

Duke Energy Corporation 
shareholders should contact 

Georgeson Inc. 
199 Water Streef 26th Floor 
New York, New York 10038 

Shareholders call toll free: (800) 509-0984 
Banks and brokers call collect- (212) 440-9800 

Progress Energy, Inc. 
shareholders should contact 

Innisfree M&A Incorporated 
501 Madison Avenue, 20th floor 

New York, New York 10022 
Shareholders call toll-free: (877) 750-9499 

Banks andbrokers call collect: (212) 750-5833 

Investors may .also corisult Duke Energy’s or Progress Energy‘s websites.for more .idormation concerning the merger described in this 
document Duke Energy s website is www&kz-ei2ergy.com. Progress Energy’s.website isjv?vw.progfess-ener&.’com. hformation inc1ude.d on 
these’websites is not incorporated by reference, hito this docpnent. 

Ifyou would like to request documents, please do so by [ ’  - I, 2011 in.order to receive them before the special meetings. 

For more information, see “Where You CanFhdMore Information” beginning on page [-I. 

VOTING BY IPJTERNET, TELEPHONE OR MATL 

Duke Enere? shareholders of record may submit their proxies by: 

Internet voting is available 24 hours a day. 
Internet. You can vote over the Internet by accessing the website shown on your proxy card and following the instructions on the website. 

Telephone. You can vote by telephone by calling the toll-free number shown on your proxy card. Telephone voting is available 24 hours a 
day. 

Mail. You can vote by mail by completing, signing, dating and m a h g  your proxy card@) in the postage-paid envelope included with this 
document 

Progress Energy shareholders of record may subrnit their prm‘es by: 
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Internet. You can vote over the Internet by accessing the website shown on your proxy card and following the instn~ctions on the website. 
Internet v o t q  is available 24 hours a day. 

Telephone. You can vote by telephone by calling the toll-free number shown on your proxy card. Telephone voting is available 24 hours a 
daV 

Mail. You can vote by mail by completing, signing, dating and mailing your proxy card(s) in the postage-paid envelope included with th;s 
document 

If you are not the holder of record- 

the information forwarded by your bank, broker, custodian or other record holder to see which options are available to you. 
If you hold your shares through a bar& broker, custodian or other record holder, please refer to your proxy card or voting instruction form or 
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND TBE SPECIAL MEETINGS 

The following are answers to some questions that you, as a slwreholder of Duke Energy Corporation or Progress Energy, Inc., may have 
regarding tlze merger and the other matters being com.dered at the special meeting of Duke Energy shareholders and at the special meeting of 
ProgressEnergy shareholders. Duke Energy andProgressEizergy urge you to read carefully this entire document because the i i f omt ion  in this 
section does not provide all the information that might be important to you with respect to the merger and the otlzer matters being considered at 
the special meetings. W.e also include additional important information in the annexes to and the documenb incorporated by reference into this 
document. 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Why am I receiving this document? 

The Duke Energy andProgress'Energy boards of directors are using this document to solicit proxies of Duke Energy.andpiogress.Energy 
shareholders in connection.'with the merger agreement and the merger. In addition, we are using this document as a prospectus .for Progress 
fsnergy shareholders because Duke Energy is offering shares of itscommon stock to be issued in exchange for shares of Progress Energy 
common stock in the merger. 

In order to complete the merger, Duke Energy shareholders must vote to approve (i) an amendment to the amended and restated dertifcate of 
incorporation of Duke Energy providmg fora 1 -t'or-3 reverse stock split with respect to the issued and outstanding buke Energy common 
stock prior to, and conditioned on; the completion -$,$e merger and (ii) the igsuance ofnew shares of Dyke Energy c o w o n  stock in 
connection with the merger. In addition, in order to complete the merger, Progress Energy shareholders muit vote 'to approve the merger 
agreement. 

Duke Energy &dProgress Energy willliold separate specid meetings o f s ~ e h o l d e ~ t o  obtain these approvals. This doctimerit con& 
&portant information about the merger agreement, $e mergeran@.he Special meetings of the s,hareholders of Duke Energ)i arid Progress 
Energy, and you shod8 read it carefully. The enclosed voting,materials allow you to vote your shares without attendmg.your respective 
meetings in person. 

.Your vote is important. We encourage you to vote as. soon as possible. 

When and where are the meetings of the shareholders? 

The special meeting of Duke Energy shareholders will take place at [-I am. ,  Eastern time, on [ - 1,201 1, in the 0.J MiUer Auditorium 
located at 526 South Church Skeet, Charlotte, North Carolina 28202. 
The special meeting of Progress Energy shareholders will take place at [-I a.m., Eastern time, on [ - 1,2011, in the Progress Energy 
Center for the Performing Arts located at 2 East South Street in Raleigh, North Carolina 27601. 

We provide additional information relating to the Duke Energy and Progress Energy special meetings on R e s  [-I and [-] respectively. 

Who can vote at the special meetings? 

If you are a Duke Energy shareholder of record as of the close of business on [-I, the record date for the Duke Energy special meeting, you 
are entitled to receive notice of and to vote at the Duke Energy special meeting. 

ff you are a Progress Energy shareholder of record as of the close of business on I-], the record date for d e  Progress Energy special 
meeting, you are entitled to receive notice of and to vote at the Progress Energy special meeting. 
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Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A:. 

Hoiv do I vob? 

1f.you are a shareholder of record.of D’uke Energy as of the record.daG for the Duke Energy special meeting or a shareholder of record of 
ProgressEnergy as ofthe record date forthe Progress Energy special peeting; youmay vote by: 

accessing the gtemetwebsite specijied on y o b  p r o q  card; 

call&& the toll-f;ee num’tjer8specifieg on your proxy car4..qr 

signing the enclosed proxy cg& and.retiJming it ‘k the p@tage-p@d envelope provided. 

Youmay also c&t your vote in person at yourrespective company’s special meeting. If you hold Duke Energy common stock or.Progress 
Energy common stock in “street.nam6” through’a bank’broker‘or other nominee, please follow the voting instructioix provided’by your bank, 
broker or other nominee to ‘ensiire that your shares ?e represented at yo$ special’ meeting. ,Shareholders that hold shales through a b&, 
broker, ctistodian.or other record holder, who wish to vote at the meetingwill need to 0btaj.n a “legal proxy” from their bank, bioker.or other 
nominee. 

What wiU happen in the proposed merger? 

Pnor to’ enteringhto the.merger agreement, Duke Energy fom’ed a new North Carolina corporation,, Diamond Acquisition. Corporation If 
we‘complete the merger, Dianiond Acq&ition,Corporation will merge with and info Progress Energy, as a result of which Progress Energy 
will. become a wholly-owned subsidiary of Duke Energy. 

We provide’additional hforrtiakon on the merger under the headmg “The Merger,” beginning on page [-I. 

I n a t  will I receive for my shares? 

Upon completion of the merger, each share of Progress Energy common stock that you own immediately prior to the completion o f  the 
merger will be converted into the right to receive 0.87083 of a shareof Duke &ergy,common stock together with cash in lieu of fractional 
,shares (other than, shares held in Progress Energy’s Direct Stock:Furchase and Dividend Rehivestment Plan, or the Progress Energy dividend 
reinvestment plan). This is equal to the exchange, ratio:provided in the merger agreement adjusted to reflect the reverse’stock split that is 
discussed below. The exchange. ratio will not be adjusted as a result of any changes in thetrading prices of Duke Energy common stock or 
Progress Energy common.stock. Each outstanding .option to acquire, .ma each o&tanding equity award relating to, one share of.Progress 
Energy common stockwill be converted into an option to acquire, or an equity award relating.to, 0.87083 of a share ofDuke Energy 
common stock, as applicable. Eachshare of Dke’Energy common stock that you own immeaiately prior to the coinplktion ofthemerger will 
be adjpted for the.reverse stqck‘split if the merger is completed We provide additional in fqa t ion  on the ccpideration to, b,e received in 
the merger under the headmg “The Merger Agreement-Mekger Comiderhtio~,” beginning onpage [-I, arid additional information on the 
reverse’ stock split under the heading ‘?Proposals Submiked to Duke Energy’s Shareholders-The Reverse Stock Split Proposal,” beginning 
onpage [--I. 

What is the reverse stock split? 

Duke Energy is proposing that the Duke Energy shareholders approve an amendment to Duke Energy’s amended and restated certificate of 
incorporation providing for a 1 -for-3 reverse stock splitwith respect to the issued and outstanding Duke Energycommon stock in 
connection with the merger. If the Duke Energy shareholders approve this reverse stock split proposal and the reverse stock split is effected, 
then every three issued and outstanding shares of Duke Energy common stock would be combined and reclassified into one share of Duke 
Energy common stock. Immediately following the reverse stock split, each D&e Energy shareholder will own a reduced number of shares of 
Duke Energy common stock The reverse stock split will happen at the same time for every Duke Energy shareholder, will affect every Duke 
Energy shareholder 
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?miformly and will not change any Duke Energy shareholder’s percentage ownership interest or relative voting rights in Duke Energy (other 
than to the extent that the reverse stock split would result in any Duke Energy shareholder owning a fractional share, because cash will be 
paid in Lieu of fractional shares other than those held inparticipant accounts under the Duke Energy InvestorDirect Choice Plan, which we 
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e. 
A: 

Q: 
A,: 

Q: 
A: 

Q: 

A: 

refer to as the Duke Energy dividend reinvestment plan). The reverse stock split would not change the number of authorized shares of Duke 
Energy common stock. As we explain below, while there can be no assurance as to Duke Energy's future valuation or stock price, the reverse 
stock split should not in itself change the overall valuation of Duke Energy, the value of a Duke Energy shareholder's investment or the value 
of the consideration Progress Energy shareholders expect to receive in the merger. 

Why is Duke Energy doing a reverse stock split? 

The reverse stock split will ensure that Duke Energy has a sufficient number of authorized shares of Duke Energy common stock to complete 
the merger. 

What.'is the impact o n  the Duke Energy sharebolder from the reverse stocksplit? 

It & important to remember that this action shouldNOT a;ffect the value ofyow omership in Duke Energy; %en the l,for-3 reverse stock 
split occuis, Duke Energy's stock price, dividends arid.e*gs per:share'k.ho,uld all increase by'a factor of'three. The following is'an 
illustra.tive example for a shareholder owning 300 shares of Duke Energy common stock prior to the Duke Energy reverse stock split. 

Post- 

Number of shares 
Illustrative share price 
Investment v due 
Illustrative dividends per share 
Dividends received 

Re-split split 
300 100 

$ 18 $ 54 
$5,400 $5,400 
$ 1  $ 3  
$ 300 $ 300 

We cannot guarantee that the Duke Energy reverse stock split will proportionately increase the market price of Duke Energy common stock. 
Further, the Duke Energy board of directors, in its sole discretion, may change the company's dividend policy in the future. In the Duke 
Energy reverse stock split, Duke Energy expects to pay cash in lieu of any fractional shares other than those held in the Duke Energy 
dividend reinvestment plan 

For the Progress Energy shareholder, what is the impact of the Duke Energy reverse stocksplit? 

You will receive one-third of the number of Duke Energy shares in the transaction that you would have received on a pre-split basis; 
however, those shares should be valued at a price per share that is three times greater. Please see the illustrative example above, andnote that 
we cannot assure you that the market price of Duke Energy common stock will increase in proportion to the Duke Energy reverse stock splif 
or that Duke Energy will maintain the same dividend policy in the future. 

How was the adjusted exchange ratio of.0.870&of a share of Duke Energy common stockfor each share of Progress Energy common 
stock derived? 

.The merger agreement provides that, h the event of a.1 -for-3 reverse stodk split the exchange.ratio of 2.61 25 shares of Duke Energy 
coinmon stock for each.sh@e of Progress Energy common stock wil1.be divided by tlFee, resultihg h ari adjusted exchange ratio, of  0.87083 
of a,share of Duke:Energy'corimon stock for. each share of Progress Energy commonstock. 

vu 
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Q: 

A: 

Why have Duke Energy and Progress Energy decided to merge? 

Duke Energy and Progress Energy believe that the Combination will provide substantial strategic and financial benefits to their shareholders, 
employees and customers. We expect these benefits will include: 

increased fiancial strength and flexibility; 

customer benefits in North Carolina and South C a r o h  from savings related to fuel and joint dispatch of the combined entity's 
generation base; 

efficiencies to help Duke Energy mitigate future rate increases for the combined entity's customers; 

other non-fuel related efficiencies &om the leveraging of operational and customer service best practices that Duke Energy and Progress 
Energy believe will lower costs and increase service levels to customers; 

a larger, more diverse and better positioned regulated utility business; 

a stronger position to buildnew nuclear generating facilities, which we believe utilities located in the southeast United States will need 
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to cor+sider undertalung to comply with the requirements of future carbon emission restrictions and other environmental legislation; and 

an enhanced ability to grow the regulated business, provide consistent and predictable earnings b d  cash flows, support dividend 
payments and maintain bdqnce sheet strength 

We include additional information on the reasons for the merger and other .factors considered by’the Duke Energy and Progress Energy 
ooaids of.directoF under the headiigs “The Merger-Duke Energy‘s Reasons for the,Merger andRecompendation of Duke Energy’s BoFd 
of Dii’ectoF” and “-Progress Energy’s Reasoni for the,Merger and Recommendation of Progress Energy’s Board of D&ectors,”’,beginniIig 
on pages [-] and [--I respectively. 

* 

Q: 

A .  

Q: 
A: 

m a t  will’Jim Rogew role be with Duke Energy fouowing completion. ofthe’merger?. m a t  ivill Bill ~ohnson’s:,roie be? 

Duke Energy and-Progress Energy have agreed that Mr. Rogeri will serve as executive cl@riqag of the board of directois of Duke Energy 
and Mr. Johnson will serve’& presidentand chiefexecutive officer of Duke Energy following the completion of the:merger. 

We provide additional information on the se&or management of Duke Energy following the,completion of the merger under the hea- ‘ ‘ne 
Merger-Cmtin+ Boaid &d Management Positions,?’ b e g ~ g  on page [-I. 

Who mill serve on the’board of directors of Duke Energy following the completion of the merger? 

The merger agreement’provides that Duke Energy will increase the size of its’boara of directors to 18 directors upon completion of the 
merger. The board wal consist of 11 designees ofDuke Energy a d  s.even.designees. of ProgressEnergy. Duke Energy expects that each of its 
11 current directors, hcluding ‘Mr. Rogers, will continue serving on its bwd’upon the completion of the merger, subject to such individuals’ 
ability and iydlingness to serve. Progress Energy exIjects, that the following cwent membeis of the Progress’ Energy board of, directors will 
serve on’the boaid of directqrs of M . e  Energy, subject to such individtjds’ ability arid WdJmgness to serVe: Mr. Jolaon, John D. Baker E, 
Harris E. DeLcach, Jr.,’JamesB. Hyler, Jr., E. Marie McKee, Carlos A. Saladrigas and Theresa M. Stone. Stan- committees of the board 
of directors of Duke Energy will consist of each of Duke Energy’s existing stan- committees.with the addition’of a Regulatory Policy and 
Operations Commikee. The merger agreement provides that Duke.’Energy will designate an individual to serve as the lead independent 
director of Duke Energy, following reasonable co~ultation with Progress Energy and subject. to such individual’s ability and willingness to 
serve. 

iVe provide additional information on the board of directors of Duke Energy following the completion of the merger under the heading “The 
Merger-Continuing Board $.nd Mqagement,Positions,” beginning .on page, [-I. 

... 
V l l l  

, 
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Q: 

A: 

Where will Duke Energy be headquartered following the completion of the merger? 

Duke Energy will maintain its current headquarters in Charlotte, North Carolina, following the completion of the merger. Duke Energy will 
also maintain substanha1 operations in Rgleiglx North Carolina. 

Q: 

A: 

What vote is required to approve the merger? 

In order to complete the merger, - the merger proposal must be approved by the holders of at least a majority of the outstanding shares of Progress Energy common stock; 

the share issuance proposal must be approved by the holders of at least a majority of the shares of Duke Energy common stock voting 
on that proposal, provided that a majority of the outstan- shares of Duke Energy common stock vote on that proposal, and 

the reverse stock split proposal must be approved by the holders of at least a majority of the outstanding shares of Duke Energy 
common stock. 

Each of the shareholder approvals listed above must be obtained to complete the merger. If you are a Duke Energy shareholder and fail to 
vote, it will have the same effect as a vote against the reverse stock split proposal that is required to complete the merger. If you are a 
Progress Energy shareholder and fail to vote, it will have the same effect as a vote against the merger proposal that is required to complete the 
merger. Your vote is important. 
As of [ - 1,201 1, the record date for the special meetings of shareholders of Duke Energy and Progress Energy, less than [-I% of the 
outstanding shares of Duke Energy common stock were owned by the directors and executive officers of Duke Energy, and less than [-I% 
3f the outstanding shares of Progress Energy common stock were owned by the directors and executive officers of Progress Energy. 

We provide additional information on the shareholder approvals required to complete the merger under the headmgs “The Duke Energy 
Special Meeting” and “The Progress Energy Special Meeting,” beginning onpages [-] and [-I respectively. 

* 
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Q: 

A: 

If I hold my shares in street name through my broker, will my broker vote my shares for me? 

If you hold your shares in a.stock brokerage account or through a bank OK other nominee (that is; in street name), you must provide the record 
holder of your shares with. instructions on how to vote your shares. .Please follow the voting instructions provided by your broker or other 
.lominee. You may not vote shares held.in street m e  by retmning aproxy card direcdy to.Duke Ihergy or Progress Energy or by voting, in 
person at youi special meeting d e s s  you provide a “iegal.proxy,” which you mwt obtain from your broker or other nomhee, Further; 
brokers who hold shares. of D&.e Enerfi coininon stock or Progress Energy com’ori stock: on bebalf of their customers .may not give a proxy 
to Duke Energy orprogress Energy to vote, those.shares without specific,l&structions &om their customers. 

If:you are a Duke Energy sh@eholder,an&you,do not‘iptiuct yo% broker on how to vote your s h e s ,  yoin- &oker may not vote your shares 
on the’propeals to approve the.reverse stocksplit, to,approve, the sh*e issuance propdsal or to ap@ove the ,Duke. Energy adjournment: 
proposal. We refer to this as a ‘‘broker non-vote.’? For a Duke Energy shareholder, a broker non-vote: 

* 

will have the same effectm a vote against the reverse stock split proposal; 

will have no effect on the share issuance proposal, but may make it.more difficult to meet the WSE.requiremerit’that. the total votes 
cast .on such proposal (including abstentions) represent a majority of the shares. of Duke.Energy common stock outstanding as of the 
Duke Energyrecord date; and 

wiil have no effect bn the Duke Energy adjournment proposal. - 
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If you are a Progress Energy shareholder and you do not instruct your broker on how to vote your shares, your broker may not vote your 
shares on the merger proposal or the Progress Energy adjournment proposal. For a Progess Energy shareholder, a broker non-vote: 

will have the same effect as a vote against the merger proposal, and 

will have no effect on the Progress Energy adjournment proposal. 

< 
A: 

Q: 
A: 

Q: 
A: 

What mill happen to my future dividends? 

During the period until the completion of the merger, the parties have agreed in the merger agreement that Progress Energy will not increase 
its $0.62 per share regular quarterly cash dividend without the prior written consent of Duke Energy and Duke Energy may, without the 
consent of Progress Energy, increase its $0.245 per share regularly quarterly cash dividend to $0.25 per share commencing with the regular 
quarterly dividend that would be payable with respect to the second quarter of 201 1 and to $0.255 per share commencing with the regular 
quarterly dividend that would be payable with respect to the second quarter of 201 2 

After the merger, we currently expect that Duke Energy will continue its dividend policy in effect at the time of the merger. 

We provide additional mformation onDuke Energy’s expected dividend policy under the headmg “The Merger-Dividends,” beginning on 
Kdge [-I. 

what  do I beed’to do nom? 

After .carefully rea% and c,oniide+g the information contained or incorporated by reference into this document, please vote your proxy by 
telephone or Internet, or by completing and signing your proxy. card and returning it in the enclosed postage-paid envelope .as soon,as 
possible so that your shares maybe represented at your special meeting. In order to ensure .that your vote ‘is recorded, please vote your proxy 
as instructed on your proxy card even if you currently plan to .attend your special meeting in person. Please do not send in your share 
certificates now.’If we complete the merger, (i) Duke Energy shareholders at the effective time of the reverse.stock split will receive 
irxitruction$ as to what to do with thek pre-reverse stock, split Duke Energy shar,e ‘certificates ahd (G) former.Progress Energy sh+eholdeq 
will receive instructions as to what to do with their share certifcates formerly representing Progress,Energy common stock. 

We provide additional information on voting procedures %der the headmgs “The’Duke Energy.Special Meeting-How to Vote” and “The 
Progress Energy Special Meeting-How to Vote,” beginning on pages [-] and [-] respectively.. 

How will my proxy be voted? 

If you vote by telephone, by Internet, or by completing, signing, dating and returning your signed proxy card, your proxy will be voted in 
sccordance with your instructions. If you sign, date, and send your proxy card and do not indicate how you want to vote on any particular 
proposal, we will vote your shares in favor of that proposal. 

We provide additional information onvoting procedures under the headmgs “The Duke Energy Special Meeting-Voting of Proxies” and 

http://~~.se~.gov/Archives/edgar/data/l326 160/000 11 93 1251 109251 7/dS&.htm[4/2 1/20 1 1 1 1 :26:49 AM] 



Amendment No. 1 to Form .S-4 

“The Progress Energy Special Meeting-Voting of Proxies,” beginning on pages [-I and [-I respectively. 

Q: 

A: 

May I vote in person? 

Yes. If you are a shareholder of record of Duke Energy common stock or of Progress Energy common stock at the close of business on 

or returning your signed proxy card If you hold your shares through a ba& broker, Custodian or other record holder, you must provide a 
“legal proxy” at the special meeting, which you must obtain from your broker or other nominee. 

- 1,201 1, you may attend your special meeting and vote your shares in person, in lieu of submitting your proxy by telephone, Internet 

X 
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Q: 
A: 

Q: 
A: 

Q: 
d 

Q: 

A:, 

Q: 
A: 

i 

What must I bring to attend my special meeting? 

Only shareholders of Duke Energy or Progress Energy, as, the case may be,, or +eir author%d representatives, may attend the spcial 
meeting. If you wish to attend youi special meeting; bring ,yo& proxy or your voter i&ormafion form. You m q t  also bririg photo 
identification If you hold yo” shares thr0ugh.a bank, broker, custodian or other record holder, you must also bring,proof of ownership such 
as the voting instruction form from your broker or other nominee, or an account statement. 

What does it mean if I receive more than one set of materials? 

This means you own shares of both Duke Energy and Progress Energy common stock or you own shares of Duke Energy or Progress Energy 
common stock that are registered under different names. For example, you may own some shares directly as a shareholder of record and other 
shares through a broker or you may own shares through more than one broker. In these situations, you will receive multiple sets of proxy 
materials. You must vote, sign and return all of the proxy cards or follow the instructions for any alternative voting procedure on each of the 
proxy cards you receive in order to vote all of the shares you own Each proxy card you receive will come with its own postage-paid return 
envelope; if you vote by mail, make sure you returp each proxy card in the return envelope that accompanied that proxy card 

What.’do I’d0 if I want to change my vote? 

Send a later-dated, signed proxy’card so that we receive it prior to your company’s special meeting or attend your company’s special meeting 
in person and vote. You may also revoke.yourproxy card by sen- a notice ofrevocation that we receive prior’to your company’s special 
meeting to your companfs Corporate Secretary at the address under the heading “Summaj---The.Companies” beginning on page [-I. You 
may also change your vote’by telephone or Memet You.may change‘y9- vote by using any one of these niethbds regajdesi of,&e 
procedure used to cast your previous vote. 

We provide ad4tional infohation on change  yow’vot? wider the headings “TheDulge Energy Spec$ Meeting-Revoking Yo%.Proxy’’ 
arid ‘‘‘&e Progress Energy Special. Meeting-Revokmg Y o y  Proxy,” beginning on pages [-I &rid [-I> respSctivdly. 

As a participant in the Duke Energy Retirement Savings Plan, the Duke Energy RetirementSadngs Plan-for LegacyCinergy Union 
Employees (Midmest) or the Duke Energy Retirement Savings Plan for Legacy Cinergy Union Employees (IBEW‘l393), how do I 
vote shares held in my plan account? 

If you are a participant.& ,aiy of these pl&, you have the nght to provide,voting dkec6Oi1~ to the pl& trustee, by s&mitting your proxy 
card, for those shares’of Duke Energy comriion stock that are held by the p . k  and allocated to your account. Plan participant proxies are 
treated confidentially. 

If you elect not to provide voting directioni to the plan trustee, the plan trustee will vote,the Duke Energy shares,allocated to your plan 
account in the same prop,ortion as those shares held by the plan for which the plan trustee has .received voting,directions from other plan 
participants. The plan trustee will follow participants’ v o w  directions and the plan procedure for voting in the absence of voting directions, 
unless it determines that to do so would be con- to the Employee Retirement Income .Security Act of 1974, as amended‘Because the plan 
trustee must process voting,instructions from participants before the date of the Duke Energy special meeting, we urge you to.deliver’your 
instructions no later thaq [-I, 201 1. 

As a participant in the Progress Energy 401Q Savings & Stock Ownership Plan, bow do I vote shares held in my plan account? 

If you are a participant in this plan, the plan trustee will vote the Progress Energy shares allocated to your plan account only if you execute 
and return your proxy card, or vote by telephone or via the Internet Plan participants must provide voting instructions on or before 1 1.59 
1.m. Eastern Daylight Time on [-I, 201 1. Any Progress Energy shares allocated to your plan account for which voting instructions are not 
provided by this time will not be voted and this will have the same effect as being voted against the merger proposal. 
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Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Q: 
A: 

As.a participant in the Savings Plan for Employees of Florida Progress Corporation, how do I vote shares held in my plan account? 

If you are a participant in this plan, the 
r e m y o u r  proxy’c~d, emote bytelephone or via the Memet P&n participm m@t provide vo@ inStructioq 09 or before 11,:59 p,m. 
E&stemDayli&t T h e  on [-I, 2011. If.you &I not give direction; yoiri +ares will be.voted in propoktion withihow‘the’shares,held tlie 
plan (for which the plan trustee has .received voting .directions3.?om other plan participants.) are voted and GI the best interest of the plan.. 

trustee.’will vote the Progress Energy shares allocated to your plan account when you execute and 

Should’I send in myhhare certificates n o $ ?  

No. If we complete the merger: 

we wiil:send Duke Energy shareholders at the effective time of the reverse stock split +tten ins@uctiops for exchanging certificates 
representing the& pre-reverse stocksplit shares.,We’ wili issue the appropriate nuinber of shares of Duke Energy common stock to you 
in uncertificated book-entq form unless the holder requests a physical cemficate; and 

we will send foriner shareholders ofprogress Energy ‘written iriStructions for exchanging their share certificates. We will issue shares of 
Duke Energy common stock to former holders of Progress.Energy common stock in.mc,ehficated book-entry form unless the holder 
requests a physical certificate. 

When do you expect to complete the merger? 

The companies are targeting a closing by the end of 201 1, although we cannot assure completion by any particular date. Completion of the 
merger is conditioned upon the approval of the merger-related matters by shareholders of both Duke Energy and Progress Energy, as well as 
other customary closing conditions, includmg the expiration or termination of any applicable waiting period under the Hart-Scott-Rodino 
Antitrust Improvements Act of 1976. Other necessary regulatory approvals include: the Federal Energy Regulatory Commission, the Nuclear 
Regulatory Commission, the North Carolina Utilities Commission, the South Carolina Public Service Commission, the Kentucky Public 
Service Commission and the Federal Communications Commission. Please see “Regulatory Matters,” beginning onpage [-I. 

Do I have dissenters’ or appraisai rights as a holder of Progress Energy common stock?- 

No, dissenters’ rights under the North Carolina Business Corporation Act, also refined to as appraisal rights, will not be available to holders 
of Progress Energy common stock given the structure of the merger and th~: nature of the consideration that Progress Energy shareholders 
would receive. 

How can I find more information about Duke Energy and Progress Energy? 

For more information about Duke Energy and Progress Energy, see the section of this document entitled “Where You Can Find More 
Information,” beginning onpage [-I. 

X i i  
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Q: 

A: 

Who can answer any questions I may have about the special meetings or the merger? 

Duke Energy and Progress Energy shareholders who have questions about the merger or the other matters to be voted on at the special 
meetings or desire additional copies of tlis document or additional proxy cards should contack 

if you are a Duke Energy shareholder: if you are a Progress Energy shareholder: 

Georgeson Inc. Innisfree M&A, Incorporated 
501 Madison Avenue, 20th floor 

New Yorlc, New York 10022 
Shareholders call toll-free: (877) 750-9499 

Banks andbrokers call collect: (212) 750-5833 

199 Water Street, 26th Floor 
New York, New York 10038 

Shareholders call toll free: (8W) 509-0984 
Banks and brokers call collect: (212) 440-9800 

... xw. 
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This summary highlights selected information contained.in this document and may notxontain all of the information that is 
important to you. For a more complete description of the merger agreement and the merger, and for other relevant information, you. 
should carefully read‘tliis:entire document and the other documents to which we have referred,you. See.%7here You Can Find. Mo,re 
Information” .. . beginning on page [-],;We hclude page references to direct you t0.a m’ore complete description of the topics. presented 
in this’, sum’niary. 

The Companies 

Duke Energy Corporatioti ,(seepage [-I) 
526 South Church Street 
Charlotte, North Carolina 28202 

Duke Energy, together with its subsidiaiies, is a diversified energy company with both regulated and unregulated utility operations. 
Duke Energy supplies, delivers and processes energy for customers in the U&ed States and selected international markets. Duke Energy’s 
regulated utility operations co&st of its.U.S. franchised electric and gas segment, which owins approxiniately 27,000 megawatts of generating 
capacity and serves approximately four +lion customers located in.five states’ in +e southeast ‘and,midwest. regions of the’united States; 
representing a population of approxiqately 12 million people..Du&e Energy’s cornqiercial.power and $temational business segments own sind 
operate diverse power generation assets in North America and Latin America, includ.ing a portfolio of renewable energy %sets in the United 
States. 

(704) 594-6200 

For the year ended December 31,2010, Duke Energy hadtotal revenues of $14.3 billion and net income of $1.3 billion. Duke Energy’s 
consolidated assets as of December 31,2010 were $59.1 billion Duke Energy’s common stock is listed and trades on the NYSE under the 
symbol “DTJTS.” 

Progress Energy, Inc  (seepage [-jj 

41 0 South Wilmington Street 
Raleigh, North Carolina 27601 
(91 9) 546-61 1’1 

Progress Energy is a public utility ‘holdtng company p ~ a r i l y  engaged 21 the regulated electric utility buiiness. Progress Energy owns, 
directly or.indirectly, all of the outstanding common stock of.its .utility subsidiaries, :Carolina Power & Light Company &/a Progress Energy 
Carolinas, he.., or Progress Energy Carolinas, and Florida Power Corporation d/b/a Progress Energy Elonda,.Inc., or.Progress Energy Florida. 
Progress Energy’s.utility busines’s’has more than 22,000 megawatts of regulated electiic generating capacity and serves approxhately 
3.1 million retail elecirk.customeF as well + other load-serv,kg entities: 

For the ye.ar ended December 31,2010, Progress Energy had to@ revenues of $10.2 billion and.net income of$863 million. Progress 
Energy’s consolidated assets.as of December.31, 201 0 were $33.1 Giion. Progress Energy’s common-stock &‘listed and trades, on the NYSE 
under the symbol ‘TGN.” 

Diamond Acquisition Corporation (seepage [--J) 
Diamond Acquisition Corporation is a North Carolina corporation and a wholly-owned subsidiary of Duke Energy. Diamond Acquisition 

Corporation was formed on January 6,201 1, for the purpose of effecting the merger. Diamond Acquisition Corporation has not conducted any 
activities other than those incidental to its formation and the matters contemplated in the merger agreement. 

1 
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.k Factors 

Before deciding whether to vote for the proposals presented in this document, you should carefully consider all of the information 

http://~r.sec.gov/Archives/edgar/dal3~6 160/0 00 1 1 93 1251 1 092 5 1 7/&4a.htm[ 4/2 1/20 1 1 1 1 : 2 6:49 AM] 



Amendment No. 1 to Form S-4 

contained in or incorporated by reference $to this documenfas well as the specific factors under the heading “Risk Factors” beginning on 
page [-I. 

The Merger (see page [-I) 

L‘O surviving CorpoITition in the merger and will thereby become a wholly -owned subsidiary ofDuke .Energy. 
Upon completion ofthe merger, Diamond Acquisition Corporation’dl merge with and into. Progress Energy. Progress Energy will be 

In the merger, each outstanding share of Progress Energy common stock (other than certain shares owned by Progress,Energy, Duke 
Energy, or Diamond Acquisition Corporation, w’riich wjll be cancelled) wiil be converted’into the right to receive shares of Duke Energy 
common stock, with.cash to be paid in. lieu of fractional shares Cother than.in respect’of shares held in the Progress Energy dividend 

’ 

reinvestment plan). The merger agreement provides for iin e x c h g e  ratio of .0.87083  of a share of Duke’Energy common stock for each share 
of Progress Energy cornon stock, affer giving effect to +..I -for.-3 reverse stdck split”wi& respect to fhe.Duke Energy’coin@n stock that 
Duke Eiiergy.plaris to hpplement before the merger. .Duke Energy. shareholders’will continue to.own.their existing shares of Duke Energy 
common stock, after adjustment for the reverse stock split. 

Based on the number of shares of Duke Energy common stock.and Progress Energy common stock outstandq, on [ - 1,201 1, the 
record date for the two compariies’ special meetings of shareholders, exkting Duke Energy shareholders would own approximately [-I% of 
the common stock of Duke .Energy and former Progress Energy sh~eholders woulh oyri approxhately [-I% of the common stock of Duke 
Energy upon the completion ofthe merger. 

Upon completion of the,merger, Mr. Rogers, the current chaban,  president and chief, executive officer of Duke Energy, will serve as the 
executive chairman of the board of directors of Duke Energy; and Mr. Johnson, the current.chairmq president and chief executive offcer’of 
Progress Energy, will serve as the president and chief executive officer of Duke Energy,,subject to their ability and wiilingness to serve. Both 
Mr. Rogers and Mr. Johnsoriwould serve’on the board of directors ‘of Duke Energy uponcompletion of themerger, which at &at time will be 
comprised of 1 8 members, with 11 members designated by Duke Energy and seven members designated by Progress Energy. 

The combined company will maintain Duke Energy’s current headquarters in Charlohe, North Carolina, following. the completion-of the 
merger. Duke Energy will also maintain substantial operations. in Raleigh, North Carolina. Uhtil the merger has. received all necessary 
approvals and k completed, Duke Energy and’Progress Energy will continue operating as separate entities. The companies are’targeting to. 
complete the merger by the end of 201 1, subject to receipt of the necessary shareholder and regulatory approvals, although we cannot assure 
completion by.any particular date. 

commendation of the Board of Directors of Duke Energy (see page [-I) 
The Duke Energy board of directors unanimously recommends that.the holders of Duke Energy common stock vote “F0R”the reverse 

stock split proposal, the share issuance proposal and the Duke Energy adjournment proposal. 

For a more complete description of Duke Eaergjr’s.rcpons for’the merger and the recomen&tion of the Duke.Energy b+d,of 
directors, see’“The Merger-Duke Energy’s Reasons’ f&. the Merger and Recom&e&ation .of Duke Energys Board of Dkkctors” beginning 
on page [-I. For a discussion of interes,ts of Duke Energy’s directors and executive officers ,in the merger that may be different from, or,in 
addition to, the 
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interests of Duke Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of 
Directors and Executive Officers of Duke Energy in the Merger,” beginning on page E-]. 

Recommendation of the Board of Directors of Progress Energy (see page [-I) 

merger proposal and the Progress Energy adjournment proposal. 
The Progress Energy board of directors unanimously recommends that the holders of Progress Energy common stock vote “FOR” the 

For a more complete description of Progress Energy’s reasons for the merger and the recommendation of the Progress Energy board of 
directors, see “The Merger-Progress Energy’s Reasons for the Merger andRecommendation of Progress Energy’s Board of Directors” 
’ %.ning on page [-I. For a discussion of interests of Progress Energy’s directors and executive officers in the merger that may be different 

.n, or in addition to, the interests of Progress Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive 
Officers in the Merger-Interests of Directors and Executive Officers of Progress Energy in the Merger,” beginning on page [-I. 
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Opinions of Financial Advisors 

Opinions of Financial Advisors to Duke Energy (seepage [--]I 
Opinion of J.P. Morgan SecuritiesLLC. In connection with the execution of.the merger agreement, the Duke Energy board of directors 

2ived an opinion, dated January 8,201 1, from Duke Energy's f i c i a l  advisor, J.P. Morgan Securities LLC, or-J.P. Morgan, as' to the 
.ness, from a financial point of view and as of such dak, to Duke Energy of the"exchange ratio provided for h the merger agreement.'For 

purposes. of J.'P. Morgan's opinion, the exchange ratio refers to the 2.6125 exchange ratio provided for in the merger agreement.before 
adjustment.for the Duke Energy reverse stock split that Duke Energy plaiw to' effect prior to the.completion,ofthe merger'as to which reverse 
.Stock sp1it'J.P. Morgh expresseifno ophion The full text of the written,opj&n of. J.P: Morgan dated .January 8,, 201 1, which sets fo& 
among other thugs, the gssumptionS made, procedures 'followed, matters considered, and qualifications and limitations on the opinion and the 
.review undertaken by J.P. Morgan in connection with rendering its opinion, is included as h e x  B to this document and is. incorporated by 
.reference . .  here& in its entirety. You are encouraged to.'read the opinion and the descfiption'begfig on page [-I chrefully 'in the& entirety. 
This~summary and the description of the opinion begirniing on page [-I are'qualified in their entirety by reference to the' full text ofthe 
op&iion J.P. Morgan provided its yritten opinion to.the,Duke Energy board of directors (in its capacity as such),in co$nection with 
and for purposes of its evaluation ofthe exchange ratio. J.P. Morgan's opinion was limited to the fairness, from a financial point of 
view' to Duke Energy of the exchange ratio in the merger agreement and J.E, Morgan expressed no opinion as to any other matter. 
The opinion does not constitute a recommendation to any shareholder as to how any shareholder should vote with respect to the 
merger o r  any other matter. 

Opinion of BofAMerriIl Lynch. In connection'with the execution of the merger agreemenc,Me@l Lynch, pierce, Femer & Smith 
Incorporated, or BofA Merrill Lynch, financial advisor to the Duke Energy board,of.dkectors, delivered to the Duke Energy board of directors 
at its meeting on January 8,201 1, an opinion as to the fairness, .from a f&ancial point of view and as of the.date ofthe opinion, to. Duke 
Energy of the exchange ratio provided for in the merger agreement. For purposes of BofA Merrill Lynch's opinion, the exchange ratio refers 
to the 2.6125 exchange ratio provided for in the merger agreement before adjustment for the Duke Energy reverse stock split that Duke 
Energy plans to effect prior to the completion of the merger;. aS to which reverse stock split BofA.Memll Lynch expressed no opinion. The 
full text of the written o p e o n  of BofA'Merrill Lynch, which describes, among other things, gie asstxnption; made, procedures followed, 
factors considered and limitations on the review ugdertaken by BofA MerrillLynch, is attached as Annex C to this document and is 
incorporated by reference herein in its entirety. You are encouraged to read the opinion and the description beginning on page [-I carefully in 
their entirety. This summary and the description of the opinion beginning on page [--3 are-qualified in 
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their entirety by reference to the full text of the opinion BofA Merrill Lynch provided its opinion to the Duke Energy board of directors 
(in its capacity as such) for the benefit and use of the Duke Energy board of directors in connection with and for purposes of its 
evaluation of the exchange ratio from a financial point of view. BofA Merrill Lynch's opinion does not address any other aspect of the 
merger and does not constitute a recommendation to any shareholder as to how to vote or act in connection with the merger or any 
other matter. 

Opinions of Financial Advisors to Progress Energy (seepage [-I) 
Opinioii of LmardFrGres Q Co. LLC. In connection with the execution of the merger agreemenf on January 8,201 1, Lazard Frkres & 

Co. LLC, or Lazard, delivered its opinion to the Progress Fhergy board of directors thaf as of such date, and based upon andsubject to the 
assumptions, procedures, factors, qualifications and limitations set forth therein, the exchange ratio was fair, from a financial point of view, to 
holders of Progress Energy common stock. For purposes of Lazard's opinion, the exchange rat10 refers to the 2.61 25 exchange ratio provided 
for in the merger agreement before adjustment for the Duke Energy reverse stock split that Duke Energy plans to effect prior to the 
completion of the merger, as to which reverse stock split Lazard expressed no opinion. The full text of Lazard's written opinion, dated 
January 8,201 1, which sets forth the assumptions made, procedures followed, factors considered and qualifications and limitations on the 
review undertaken by Lazard in connection with its opinion, is attached to this document as Annex D and is incorporated by reference herein 
in its entirety. You are encouraged to read Lazard's opinion and the description beginning on page [-] carefully and in their entirety. This 
summary and the description of the opinion beginning on page [-I are @fed in their entirety by reference to the full text of the opinion 
Lazard's opinion mas directed to the Progress Energy board of directors for the information and assistance of the Progress Energy 
board of directors in connection with its evaluation of the merger and addressed only the fairness as of the date of the opinion, from a 
financial point of view' of the exchange ratio to holders of Progress Energy common stock. Lazard's opinion was not intended to, and 

-..y matter relating thereto. 
i not, constitute a recommendation to any shareholder as to how such shareholder should vote or act with respect to the merger or 
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Opinion of Barclays Capital Inc. In connection with the execution of the merger agreement, on Jwuary 8,201 1, Barclays Capital Inc., or 
Barclays Capital, rendered its oral opinion (which Barclays Capital subsequently confirmed jn writing) to the Progress Energy board of 
directors thas as of such date and based upon and subject.to. the qualifications, limitations and assumptions stated h its, opinion, from a 
f i i c i a l  point of view,.the exchange ratio was fair to shareholders of Progess Energy. The full text of Barclays Capital‘s Written opinion, 

’sd as of J a n y  8;2011, is attached as Armex’E to this docurrient and 6 ‘incorporated by reference herein in its entirety. Barclays Capital‘s 
.&en opinion sets forth, -0% other things, the #suniptions inage, procedures followed, factors considered and’limitations upon the review 

undertaken by Barclays Capital in renderjng its opinion You %e ‘encour@ed to:read the op$-ion and the descnpti0.n b e g a g  on page [-I. 
cxefully,,and in their entirety: This summary and.the;.description’of the opinionbegihng on page [-] are qualified in the,jr eniirety by 
reference to the full text of the opinion. Barclays’Capital’s, opinion, .the bsuance of which was approved. by Barclays Capital’s fairness 
opinion committee; is addressed to the Progress Energy board of directors,,addresses only the fairness, from a financial point,of view, 
of the exchange ratio to the Progress Energy shareholders and does not constitute a.recommenaation to any shareholder of Progress 
Energy as to how such shareholder shou1d:vote with respect to tbe merger or’ariy otlier matter. 

Interests of Directors and Executive Officers in the Merger (see page [-I) 
Duke Energy 

Some of Duke Energy’s directors and executive officers have financial interests in the merger that may be different from, or in addition 
to, the interests of Duke Energy shareholders generally. The Duke Energy board of directors was aware of and considered these potential 
interests, among other matters, in evaluating and 
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negotiating the merger agreement and the merger, in approving the merger agreement and in recommending the approval of the reverse stock 
split proposal, the share issuance proposal and the Duke Energy adjoumment proposal. 

As provided in the merger agreement, at the completion of the merger, the Duke Energy board of directors will include 1 1 directors 
ignated by Duke Energy and seven directors designated by Progress Energy. Mr. Rogers, the current chairman, president-and chief 

,..acutive officer of Duke Energy, will serve as the executive chairman of the Duke Energy board of directors upon the-completion of the 
merger, subject to his ability and wilhgness to serve. The merger agreement also provides that certain executive officers of Duke Energy at 
the time the parties signed the merger agreement may continue to be executive officers of Duke Energy at the time the merger is completed. 
The continuing management of Duke Energy following completion of the merger is described under the heading “The Merger-Continuing 
Board and Management Positions,” beginning on page E-]. 

Please see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of Directors and Executive Officers of 
Duke Energy in the Merger” beginning on page [-] for additional information about these interests. 

Progress Energy 

Progress Energy’s hectors and executive officers have financial interests in the merger that may be different from, or in addition to, the 
interests of Progress Energy’s shareholders generally. The board of directors of Progress Energy was aware of and considered these potential 
interests, among other matters, in evaluating and negotiating the merger agreement and the merger, in adopting the merger agreement and in 
recommending the approval of the merger proposal and the Progress Energy adjoumment proposal. 

As provided in the merger agreement, at the completion of the merger, the Duke Energy board of directors will include seven directors 
designated by Progress Energy (after consultation with Duke Energy). Mr. Jolmon, the current chairman, president and chief executive officer 
of Progress Energy, will serve as the president and chief executive officer of Duke Energy uponthe completion of the merger, subject to his 
ability and willylgness to serve. See “The Merger-Continuing Board and Management Positions” beginning on page [-I. In connection with 
the execution of the merger agreement, Duke Energy, Diamond Acquisition Corporation and Mr. Johnson executed a term sheet in which the 
parties agreed to enter into a new employment agreement. 

, Executive officers of Progress Energy will not receive any compensation solely on account of the completion of the merger. Outstan@ 
options to purchase shares of Progress Energy common stock and outstanding awards of restricted stock, restricted stock units and 
performance shares will be converted into Duke Energy common stock options and other awards that will remain subject to the original 
ves‘ang r e e e m e n t s  under the applicable Progress Energy plan, ie., the vesting of the options and other awards will not be accelerated on 

suoject to the original vesting requuements and will remain subject to performance criteria As soon as practicable after the completion of the 
merger, the compensation committee of the Duke Energy board of directors will adjust the original performance criteria for such awards as it 

xmt of the completion of the merger. The outstan+ armual incentive awards of executive officers of Progress Energy also will remain 

http://www.sec.gov/Archives/e~~/~W1326160/0001193 1251 109251 7/&4a.htm[4/2 1/20 11 1 1:26:49 Ah41 



Amendment No. 1 to Form S-4 

determines IS appropriate and eqmtable to reflect the merger, Progress Energy’s performance prior to completion of the merger and the 
performance criteria of awards made to similarly situated Duke Energy employees. 

Additionally, although each of Messrs. Johnson, Yates, Lyash, McArthurandMulhemwill be entitled to severance benefits under the 
p 7e;ress Energy Management Change-in-Control Plan, or the Progress Energy CIC Plan, if their employment is terminated without “cause” or 

resign with “good reason” within 24 months after completion of themerger, certain provisions of Mi-. Johnson’s term sheet and letter 
agreement waivers executed by each of Messrs. Yates, Lyash, McArthur andMulhem, among other things, limit the executives’ eligibility to 
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receive those benefits. In addition, Mi-- Jolmon’s term sheet provides for the waiver of his right to receive the excise t&.E gross-up otherwise 
payable under the Progress Energy CIC Plan on any severance payment he receives. 

A member of the board of directors of Progress Energy is an employee of J.P. Morgan, which firm. acted as f i c i a l  advisor to Duke 
Energy with respect to the merger. Such member has informed the board of directors of Progress Energy that he did not have any involvement 
in J.P. Morgan’s engagement with Duke Energy in connection with the merger, and that his compensation would not be directly related to that 
engagement 

Please see “The Merger-Interesb of Directors and Executive Officers in the Merger-Interests of Directors and Executive Officers of 
Progress Energy in the Merger” beginning on page [-I for additional information about these interests. 

The Rhnagement of Duke Energy Following the Completion of the Merger (see page [-I) 
The merger agreement provides tlmt William D.. Jolwdn will serve ‘as the president and chief ,executive dfficer of Dike Energy ahd 

James E. Rogers will serve as the executive chairman of the boar‘d of directors of Duke Energy, iri,each case ai of the completion of the merger 
and subject to such individual‘s ability and will,ingness to serve. 

The merger agreement also provides that, subject to such individuals’ ability and willingness to serve, the following individuals will be 

Lynn J. Good, currently group executive and chief financial officer of Duke Energy, will continue as chief fmancial officer; 

Dhiaa id Jamil, currently group executive, chief generation officer and chief nuclear officer of D&e Energy, will. lead nuclear 
g enebtion; 

Jeffiey J. Lyash, cufrently executive.vice president of energy supply of Progress Energy, will lead e.nergy sup~ly; 

Marc E. Manly, currently g r o q  executive, chief legal officer and corporate, secretary of Duke Energy, will.be general’ c o w e l  and 
corporate secrehy; 

John R. McArthur, currently executive vice president, general counsel arid corporatesecretary of Progress Energy, w h  lead 
regulated utilities; 

Mark F.’MuIhern, currently senior vice president and chief financial officer of Progress Energy, will be chief administrative officer, 

B. Keith Trenf currently group executive and president of commercial businesses.ofDuke Energy, will lead commercial 
businesses; 

Jennifer L. Weber, currently group executive-human resources and corporate relations of Duke Energy,, will lead human 
resources; and 

Lloyd M Yates, currently president and chief executive officer of Progress Energy Carolinas, will lead customer operations. 

_I seriior officers of Duke Energy upon completion of the merger: 

The Merger Agreement (see page [-I) 

entirety. It is the principal document governing the merger and the other related transactions. 
We include the merger agreement as Armex A to this document We encourage you to read carefully the merger agreement in its 
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Conditions to the Completion of the Merger (seepage [-J) 
We expect to complete the merger after all of the conditions to the merger in the merger agreement are satisfied or waived, including 

suer Duke Energy and Progress Energy receive shareholder approvals at their respective special meetings of shareholders and receive all 
required regulatory approvals. 

The obligation of each of Duke Energy and Progress Energy to complete the merger IS subject to the satisfaction or waiver of a number 
of customary conditions, includmg the following: 

. the.approval by Progress Energy shareholders of:the.merger proposal; 

the approval by Duke Energy shareholders of the reverse stock split proposal and the share issuance proposal; 

the absence of governmental action preventing the-completion of.the merger; 

-the effectiveness of the registmtion.statement onForm S-4 ofwhich this document& a part; 

the approval for listing on theNYSE, subject to official notice of.$suance, of the shares of Duke Energy common stock that will be 
issued'pursuant to the merger agreement; 

the effectiveness of the amendment of the arnendeil and restated ceicificate of incorporation of Duke Energy providmg for the 
reverse stock split;. 

the truth and accuracy of the'representations and warranties'of theother party, except where the failure to be hue and accurate could 
not rewonably be expected to ,&we a material adverse effect on such other party; 

the performance,in all mateiial respects of the other party's obligations under the merger agreement; 

the receipt by each,- of written opinioriS from the party's legal cowel,  dated of the closing ,date, to the effect that the.merger 
will qual@ ai a "reorganization" under Section 368(a) of the Interrial Revenue Code of 1986, as amended, which we refer to =.the 
Code; 

the receipt of all of the statutory approvals required to complete the merger, free of any condition that, if effected, would have a 
material adverse effect on the expected benefits for-either company or cause a material reduction in the expected benefits for either 
party's shareholders and the absence of any other regulatory order that would have such effect and 

the absence since December 31, 2009 of any undisclosed change, eyent, occurrence or development that, individually or in the 
aggregate, has had or 'could reasonably be expected to have a material adverse effect on the other party. 

Termination of the Merger Agreement (seepage [-J) 
Generally, the merger agreement may be terminated at any time prior to the completion of the merger, whether before or (unless 

otherwise noted below) after the receipt of the necessary shareholder approvals, under the following circumstances: 

by mutual written consent of Duke Energy and Progress Energy; 

by either Duke Energy or Progress Energy: 

if the merger has not been completed by January 8,201 2, provided that this right to terminate the merger agreement is not 
available to any party whose failure to perform any of its obligations under the merger agreement results in the failure of the 
merger to be completed by that date and provided that either party may extend the date on which this termination right 
would arise by up to an additional six months ifthe ody unsatisfied conditions to completion of the merger are the receipt 
of required statutory approvals; 
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if either the Duke Ener& shareholders or the Progress Energy shareholders do not give the approval required by the merger 
agreement for completion of the merger; 

if any f d  and nonappealable order or injunction by any federal or state c o ~  of competent jurisdiction preventing 
completion of the merger, or applicable federal or state law prohibiting completion of the merger, is in effect, provided that 
the party seeking termination has used its reasonable best efforts to prevent the entry of and to remove the prohibition; 
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if certain conditions to the terminating party's obligation to close the merger become incapable of satisfaction prior to the 
otherwise applicable termination date (whether initial or extended) other than by.reason of a material breach by the party 
seeking to terminate the merger agreement; 

if the other party breaches.the merger agreement or fails to. perform its obligations in any material respect, which breach or 
failure to perform (a) would give rise,to the failure of a condition to the terminating party's obligationto complete the 
merger and (b) i s  @capable ofb5:ing. cured or is not cured w&ir~ 60 days following recdpt of,wntten notice from the non- 
breaching party of the breach. or fdure . to perform; or 

prior to obtainingthe requisite shaieholder approvals for completion of themerger, ;1 response to a sUperior;third-party 
takeover proposal involving the terminating party, so 1ong.a~ certain additional conditions aremet,. includmg payment of a 
termination fee to tlie.non-terminating party: 

* 

0 .  

Either party may also termhiate the merger agreement.prior to the sh&reholder approval of the other party being obtained, if the board of 

witiidraws- or mo+fies, or proposes publjcly to wi&draw or mod+, its aproval ,or recommendation of the'merger proposal, in the 
case.'of Progress Energy, or thedme issuance proposal and,reverse.stock split proposal, in the caie of Duke Energy; 

fails to reaffm its approval or recommendation within 15 bus'iness &ys of receipt of a w'ritien request for reaffmation by the, 
other party when s k h  party is in receipt of a third-party takeoyer proposal tlmt has not been.rejected, provided that,the 1-5-business 
day period will. be extended for an additional ten business days following any material modification to,the third-party takeover 
proposal occurring after the receipt of the written request to reaffm, and that khe 15-business day period will recommence each 
time a third-party takeover proposal is made following the receipt of a written request from the other party from a person that had 
not previously made a third-party takeover propqai prior to'the receipt of &e wrken request from &e other party; or 

approvei or recommends, or proposes to appfove or recommend, a tI~h-party'takeover proposal. 

directors' of the other party:.. 

* 

Terinination Fees; Reimbursement of Expenses (see page [-- 

Under certain circumstances involving a third-party acquisition proposal, a change in a board of directors' recommendation of the 
proposals contained in this document or a termination of the merger agreement by the other party due to a breach of the merger agreement, 
Duke Energy or Progress Energy may be required, subject to certain conditions, to (i) reimburse the other party for its fees and expenses in an 
amount not to exceed $30 million andor ( G )  pay a termination fee of $675 million, in the case of a termination fee payable by Duke Energy to 
- ?gress Energy, or a termination fee of $400 million, h the case of a termination fee payable by Progress Energy to Duke Energy, provided 

L any termination fee payable will be reduced by the amount of any fees and expenses previously reimbursed by such party. 

No Solicitation; Board, Recommendation (seepage [-J) 
The merger agreement restricts tlie abaity of either Duke Energy or Prbgress €$erg to dkecfly or indirectly, solicit, initjate, knowiflgly 

encourage.or engage in .disclissions witli a third-party regardmg a third- 
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party takeover proposal of Duke Energy or Progress Energy, respectively. E, however, either party, as applicable, receives an unsolicited 
takeover proposal from a third-party that, prior to receipt of its respective shareholder approvals required to complete the merger, such party's 
board of directors determines in good faith, after consultation with such party's legal and f m c i a l  advisors, constitutes a superior proposal or 
is reasonably likely to result in a superior proposal, that party may furnish information to the third-party and engage in discussions or 
negotiations regardmg a takeover proposal with the third-party, subject to specified conditions. The board of directors of either Duke Energy 
or Progress Eiergy may also withdraw its approval or recommendation of the proposals described in this document, subject to certain 
conditions, if such board first determines in good faith, after consulting with outside counsel, that the failure to take such action would be 
reasonably likely to result in a breach of the board of directors' fiduciary duties under applicable law. 

Accounting Treatment (see page [-I) 

we refer to as GAAP. The merger will be accounted for by applying the acquisition method with Duke Energy treated as the acquiror. 
Duke Energy prepares its f m c i a l  statements in accordance with accounting principles generally accepted in the United States, which 

Material U.S. Federal Income Tar Consequences of the Reverse Stock Split (see page [-1) 
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Duke Energy intends for the reverse stock split to qllRllfY as a “recapitalization” within the meaning of Section368(a) of the Code for 
U.S. federal income tax purposes. On the basii.that the reverse stock split so qualifies, Duke Energy shareholders whose pre-reverse stock 
split shares of Duke Energy common stock are exchanged in the-reverse stock split will not recognize gain or loss for U.S. federal income tax 
purposes, except to the extent of cash if any, received in.lieu of a fractional share of Duke Energy common stock (which fractional share will 
’ treated as received and then exchanged for such cash). 

The discussion of material U.S. federal income consequences of the reverse stqck split contained in this docwnent is i$ended to 
provide only a general ‘summary and is not a,complete analysis or description of all  potential U.S: federal iricome. tax consequences of the 
reverse stock.split B e  discussion does not address. tax consequences that may . .  vary with, .or are contingent on, individual circumstances. In 
addition,, it does nofaddress the effects of any foreign, state or localtax laws. 

Duke Energy shareholders are strongly urged to consult with their tax advisors regarding the taxxonsequences ofthe reverse 
stocksplit to them, including the effec,ts 0fU.S. fedepl, State, Ioca1,’foreign and other tax laws. 

For additional information, please see ‘Troposals Submitted to Duke Energy’s Sliareholde~-T’he Reverse Stock, Split Proposal- 
Material U. s. Federal Income Tax Consequences of the Reverse Stock Split’: beginning on page [-]. 

Material U.S. Federal Income Tax Consequences of the Merger (see page [-I) 
It is a condition to the obligation of Progress Energy to complete the merger that Progress Energy receive a Written opinion from Hunton 

& Williams LLP, counsel to Progress Energy, dated as of the closing date, to the effect that the merger will @fy as a “‘reorganization’’ under 
Section 368(a) of the Code. It is a condition to the obligation of Duke Energy to effect the merger that Duke Energy receive a written opinion 
from Wachtell, Lipton, Rosen & K a k  counsel to Duke Energy, dated as of the closing date, to the effect that the merger will qualify as a 
“reorganization” under Section 368(a) of the Code. In addition, in connection with the effective registration statement, each of Hunton & 
Williams LLP and Wachtell, Lipton, Rosen & Katz will deliver an opinion to Progress Energy and Duke Energy, respectively, to the same 
effect as the opinions described above. As a result of the merger qualifying as a “reorganization” within the meaning of Section 368(a) of the 
Code, 
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holders of Progress Energy c o p o n  stock whose shares ofProgress Energy comnion stock are exchanged in the merger for shares, of Duke, 
Energy common stock will not recognize gain:or loss, except to the extent of cash, if any, received in lieu of a fractional s h e  of Duke Energy 
common stock. 

.The discussion of material U.S. federal income tax consequences of the merger contained ii7. this document is intended to provide only a 
general sumq~ary ’  and is not a complete analysis or description of al1,potential U.S. feded income tax consequences of the’merger. The 
discussion doesnot address tax consequences;thatmay vary ‘ivith, or are cor?.irigent o i  individual circumstances,- In additiok it does not., 
address ,the effects of,any foreign, state or local tax laws. 

Progress Energy shareholders are stronily urged to consult with their tax advisors regarding the tax.consequences of the merger 
to them, including the effects of U.S. federal, state,.local, foreign and other tan lams. 

For additional information, please see “The Merger-Material U.S. Federal Income Tax Consequences of the Merger” beginning on page 
[-I. 

Regulatory Matters (see page [--I) 

United States federal and state public utility, antitrust and other regulatory authorities. The material United States federal and state approvals, 
consents and filulgs include the following: 

To complete the merger, Duke Energy and Progress Energy must obtain approvals or consents from, or make filings with, a number of 

the expiration or early termination of certain waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act and the 
related rules and regulations, which provide that certain acquisition transactions may not be completed until required information 
has been fUmished to the Antitrust Division of the Department of Justice and the Federal Trade Commission; 

authorization from the Federal Energy Regulatory Commission under the Federal Power Act 

approval from the Nuclear Regulatory Commission under the Atomic Energy Act of 1954; 

approval from the North Carolina Utilities Commission under Section 62-1 1 1 (a) of the North Carolina General Staiates; 
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approval from the Kentucky Public Service Commission; and 

approval from the South Carolina Public Service Comm&sion. 

Duke Energy and Progress Energy will also provide information regarding the merger to their other state regulators as applicable and as 
vested Finally, the transfer of indirect control over certain Federal .Communications Commission, or FCC, licenses for private 'hemal 
aunications' held by certain subsidiaries of Progress Energy. will require 'the: approval of the FCC. 

Duke Energy and Progress Energy have made or &tend to make vario- filings 'and submissions for.the above-mentioned authorizations 
and approvals; DukeXnergy and Progress..Energy will seek.to complete the.merger by the end of 201 1. Although Duke Energy and Progress 
Energy believe that they will receive the required consents andapprovals described above to complete the merger, we ,cannot giye my. 
assurance as to the timing of these consents and approvals or as.to Duke Energy'sand Progress'Energy'sultimate ability .to obtain such 
consents or approvals (or any .additiOmi consents or approvals which may othe'hise become necessary). We also'cBtmot ensure that we will 
obtain sucliconsents or approvals on terms and Subject to conditions satisfactory to Duke Energy and Progress Energy. Please see '?iegulatory 
M,atters,"'begign.ing on'page [-I, for ,additional $omjation about these matters. 
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Effect on Awards Outstanding Under Prpgress Energy Stock Plans (see page [-I) 
At the effective time of the merger, each option to purchase shares of Progress Energy common stock that was granted under the 

Progress Energy employee stock option'plans A d  tlFt is outstandmg ,&ediately prior to the effective time of the merger will be converted 
into an option to acquire a number of shares of Duke Energy conimon stock equal to 'the number of shares of Progress Energy common stock 
subject to the Progress Energy stock opt;on mediately prior' to. the effective time of the merger .multiplied by the exchange ratio, as adjbted 
to reflect the reverse stock split, rounded down to the nearest whole share of Duke Energy common stock, with an exercise price per share of 
Duke Energy common stock equal to the exercise price per share under such Progress Energy stock optiorrdivided by the exchange ratio, as 
adjusted to reflect the reverse stock split rounded up to the nearest cent Also.upon completion of the merger, each Progress Energy restricted 
-'-?re,cProgress Energy restricted stock mli:t, Progress Energy performance share or otlier Progress Energy equity awaid will be converted into 

.iward in respect of,a npnberof shares of Duke Energy coniinon stock equal to the nurriber of shares of Progress Energy common stock 
represented by such award multiplied by the'exchange ratio, adjusted to reflect the reverse stock split. 

Except as set forth above, each converted Progress Energy stock option, Progress Energyrestricted share; Progress Energy restricted 
stock ur&.Progress Energy performance share or other Progress Energy,equity award willbe subject to%e same. terms arid conditions, 
includmg vesting, as were applicable to the corresponding Progress Energy stock option, Progress Energy restricted share, Progress Energy 
restricted stock' unic Progress Energy pe&ormance share.or other Progress Energy equity aw+d Wediately prior to:the effective,time of the 
merger. However, the compeqsation comniitteeof the,D&e Energy board of directors will as,Soon 
merger adjust the performance measures applicable to performance shares as it.determines is appropriate m d  equitable to reflect the 
performance of Progress Energy during the performance measurement period prior 'to the effective time of the merger, the transactions 
'undertaken pursuant to the merger agreement and the performance measures:under awards made to similarly situated.Duke Energy employees 
for the same or comparable performance cycle. 

pficticable after the'effective time of the 

LegaI Proceedings ReIated to the Merger (see page [-I) 

each member of Progress Energy's board of directors, Duke Energy and Diamond Acqyisition Corporation in connection with the merger. 
Among other things, the lawsuits seek injunctive relief that would prevent completion of the merger in accordance with the terms of the merger 
agreement Both Duke Energy and Progress Energy beheve the lawsuits are without merit The plaintiffs brought ten of the cases in the North 
Carolina state courts and one in the US. District Court for the Eastern District of North Carolina 

Duke Energy and Progress Energy are aware of eleven purported class action lawsuits that plaintiffs had fied agamt Progress Energy, 

We provide additional information on legal proceedings related to the merger beginning on page [-I. 

Comparison of Shareholder Rights (see page [-I) 

Progress Energy shareholders will receive in the merger will be shares of a Delaware corporation. Rogress Energy shareholder rights under 
XT-vth Carolina law and Duke Energy shareholder rights under Delaware law are different. In addition, Duke Energy's amended and restated 

Xcate of incorporation and its amended and restated by-laws contain provisions that are different from Progress Energy's amended and 
restated articles of incorporation and by-laws, each as amended. 

Progress Energy is a North Carolina corporation. Duke Energy is aDelaware corporation. The shares of Duke Energy common stock that 
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For a summary  of certain differences between the rights of Duke Energy shareholders and Progress Energy shareholders, see 
“Comparison of ShareholderRights,” beginning on page [-I. 
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SELECTED HISTORICAX F’J.NANCIAL DATA OF DUKE ENERGY 

The following table sets forth selected consolidated-’financialkhrmation for Duke Energy. Duke Energy. derived the selected statement 
of operations. data for each of the years in the five year period ended December 31,2010 and the selected balancesheet data as of 
December 31 for,eacli,of.the five years in the period ended December 31,2010 from Duke Energy’s.consolidated audited’fmancial statements. 
The following information is only a summary and is not necessahy indicative ofthe results of,fUtuie operations of Duke Energy or the 
combined company, and you should read the information together With Duke Energjl’s consolidated f m c i a l  statements, ‘the notes related 
thereto and management’s related reports on Duke Energy’s financial condition and performance, all of which are contained in Duke Energy’s 
reports fded’with the SEC and incorporatkd herein by reference. See ‘Where You Can Find More Mormation” beg&g. on page [-] of this 
document 

Years Ended December 31, 
,2010 2009 2008 2007 2006 

Statement of Operations 
Total operating revenues 
Total operating expenses 
Gains on sales of invesiments in commercial and multi-family real estate 
Gains (losses) on sales of other assets and other, net 
Operating income 
Total other income and expenses 
Interest expense 
Incomefrom continuing operations before income taxes 
Income tax expense fiom continuing operations 
Income from continuing operations 

n e  (loss) from discontinued operations. net of tax 
.ne befcxe Emordinary Items 

lhawdinary items, net of tax 
Net income 
Net income (loss) attributable to noncontrolling interesk 
Net income attributable to Duke Energy Corporation 
Common Stock Data 
Income per share from continuing opaations attributable to Duke Energy Corporation 

common shareholdm 
Basic 
Diluted 

Basic 
Diluted 

Basic 

Income (loss) per share from discontinued opmtions attributable to Duke Enew Corporation common shareholdeis 

Earnings per share @efwe extraordinary items) 
- -.. 
Diluted 

Earnings per share (from exwordinary items) - .  
Basic 
Diluted 

Basic 
Diluted 

Dividends per share(@ 
Balance Sheet 
Total assets 
Long-term debt including capital leases and VIES, less cment maturities 

Net income p a  share attributable to Duke Energy Corporation common shareholders 

----- 
(ii millions, except per share amounts) 

$14,272 
11,964 

153 
2461 

589 
840 

2,210 
890 

1,320 
3 

1,323 

1,323 
3 

$ 1,320 

- 
- 

- 

- 
- 
- - 
- 
- 

$12,731 513,207 $12,720 $10,607 
10,518 10,765 10,222 9.210 

201 

2,249 2,511 2,493 1.821 
333 121 428 354 

685 632 751 741 
1,831 1,891 2,236 1,543 

758 616 712 450 
1.073 1,275 1,523 1,093 

12 16 (22) 783 
1,085 1,291 1,502 1,876 

1,085 1,358 1,502 1,876 

- - __ 
36 65 (5) 223 --- 

---- 
---- 
--- 

- 67 - - 
__. - - -  

.$ 1.00 $ 0.82 $ 1.01 $ 1.21 $ 0.92 
1.00 0.82 1.01 1.20 0.91 

$ - $ 0.01 $ 0.02 3 (0.02) $ 0.67 
- 0.01 0.01 (0.02) 0.66 

$ 1.00 $ 0.83 $ 1.03 $ 1.19 $ 1.59 
1.00 0.83 1.02 1.18 1.57 

$ -  $ -  $ 0 . 0 5  $ -  $ - -  - 0.05 - - - 
$ 1.00 $ 0.53 $ 1.08 $ 1.19 $ 1.59 

1.00 0.81 1.07 1.18 1.57 
0.97 0.94 0.90 0.86 1.26 

%59,M $57,040 $53,077 $49,686 $68,700 
$17,935 $16,113 $13,250 S 9,498 $18,118 

(a) 2007 decrease due to the spin-off of the natural gas businesses to shareholdm on January 5 2007 as dividends subsequent to the spin-off were split proportionately between 
Duke Energy and Spectra Energy Corp. such that the sum of the dividends of the two stand-alone companies approximated the total dividend of Duke Energy prior to the 
sp in -OfC 
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SELECTED HESTORICAT, FINANCIAL DATA OF PROGRESS ENERGY 

The following table sets forth selected consolidated financial information for Progress Energy. Progress Energy derived the selected 
statement of operations data for each of the years in the five year period endedDecember 31,2010 and the selected balance sheet data as of 

-ember 31 for each of the five years in the period ended December 31,201 0 &om Progress Ehergy’s consolidated a d t e d  financial 
znents. The following information is only a summary and is not necessarily indicative of the results of hture operations of Duke Energy 

and Progress Energy or the combined company, and you should read the information together with Progress Energy’s consolidated f i i c i a l  
statements, the notes related thereto and management‘s related reports on Progress Energy’s financial condition and performance, all of which 
are contained in Prcgress Energy’s reports filed with the SEC and incorporated herein by reference. See “Where You Can Find More 
Information” beginning on page [-I of this document. 

Operating Resuits 
Operating revenues 
Income from continuing operations 
Net income 
Net income attributable to controlllng interests 

Per Share Data 
Basic and diluted earnings 

Income &om continuing operations attributable to controllulg 
interests, net of tax 

Net income attributable to controlling interests 

Assets 

Capitalization and Debt 
Common stock equity 
Noncontrolling interests 
Preferred stock of subsidiaries 
Long-term debf net(@ 
Current portion of long-term debt 
Short-term debt 
Capital lease obligations 

Dividends declared per common share 
Total capitalization and debt 

Years Ended December 31, 
2009 2008 2007 2006 
(ii millions, except per share data) 

~ - - _ _ _  2010 -___ 

$10,190 
867 
863 
856 

$ 2.96 

2.95 

$33,054 

$1 0,023 
4 
93 

12,137 
505 

221 
$22,983 
$ 2.480 

__ 

$ 9,885 
840 
761 
757 

$ 2.99 

2.71 

$31,236 

$ 9,439 
6 
93 

12,051 
406 
140 
23 1 

$ 9,167 
778 
836 
830 

$ 2.95 

3.17 

$29,873 

$ 8,687 
6 
93 

10,659 

1,050 
239 

- 

$22,376 
$ 2.480 

$20,734 
$ 2.465 

$ 9,153 
702 
496 
504 

$ 2.7’0 

1.96 

$26,338 

$ 8,395 
84 
93 

8,737 
87 7 
201 
247 

$ 8,724 
567 
620 
57 1 

$ 2.19 

2.27 

$25,832 

$ 8,259 
10 
93 

8,835 
324 

72 
- 

$18,634 
$ 2.445 

$1 7,593 
$ 2.425 

(a) Includes long-term debt to affiliated trust of $273 million at December 31,201,0,;$272 million at December 31,. 2009 y d  2008.and $271. 
million atDecember 31,2007 and 2006 (See Note 23 to Progress Energy’s Annual Report on Form 10-K for the fiscal year ended 
December 31,201 0). 
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SELECTED UNAUDITED PRO FORM_/), CONDENSED COMBINED CONSOLIDATED FINANCIAL DATA 

The unaudited pro forma condensed combined consolidated statement of operations information for the year ended December 31,2010 
gives effect to the merger as if it had occurred on Jaluary 1,2010. The unaudited pro forma condensed combined consolidated balance sheet 
information as of December 31,201 0 gives effect to the merger as if it had occurred on December 31,201 0. 

We present the unaudited pro forma condensed combined consolidated f m c i a l  statements for illustrative purposes only, and they are 
not necessarily indicative of the results of operations and financial position that would have been achieved bad the pro forma events taken 
place on the dates indicated, or the future consolidated results of operations or financial position of the combined company. Future results may 
- Y sil7llfcanfly from the results reflected because of various factors, includmg those discussed in this document under the heading “Risk 

LOTS’’ beginning on page [-I. You should read the following selected unaudited pro fonna condensed combined consolidated financial I, 

information in conjunction with the ‘Vnaudited Pro Forma Condensed Combined Consolidated Financial In€ormation” and related notes 
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included in this document beginning on page [-I. 

Pro Forma Condensed Corn bined Consolidated Statement of Operations Information: 
Operating Revenues 
Income From Continuing Operations 
Net Income From Continuing Operations Attributable to Controlling Merests 
Basic Earnings Per Share From Continuing Operations Attributable to Common 

Diluted Earnings Per Share From Continuing Operations Attributable to Common Shareholders(') 
Shareholders(') 

Pro Forma Condensed Combined Consolidated Balance Sheet Information: 
Cash and Cash Equivalents 
Total Assets 
Long-Term Debt@) 
Total Liabilities(3) 
Total Shareholders' Equity 
Total Capitalization(4) 
Total Liabilities and Capitalization 

(1) Assuming exchange ratio of 0.87083, following the 1 -for-3 reverse stock split. 
(2) Includes long-term debt due within one year. 
(3)  Excludes long-term debt and preferred stock 
(4) Includes long-term debt due within one year, preferred stock and noncontrolling interests. 

Year Ended 
December 31, 

2010 
(in miltiom, 

except 
per share 

data) 

$ 24,432 
2,226 
2,216 

3.18 
3.18 

AS or 
December 31, 

2010 
(in miltions) 

$ 2,281 
97,111 
32,154 
28,098 
36,631 
69,013 
97,111 
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COMYARATlVE HISTORICAL AM) UNAUDITED PRO FORMA PER SELARE FINANCIAL DATA 

The following table presents: (1) historical per share information for Duke Energy; (2) pro forma per share idormation of the combined 
company after giving effect to the merger; and (3) historical and equivalent pro forma per share information for Progress Energy. 

We derived the combined company pro forma per share information primarily by combining mformation from the historical consolidated 
financial statements of Duke Energy and Progress Energy. You shouldread this table together with the historical consolidated fmancial 
statements of Duke Energy and Progress Energy that are filed with the SEC and incorporated by reference into this document. You should not 
rely on the pro forma per share information as being necessarily indicative of actual results had the merger occurred on January 1,201 0 for 
statement of operations purposes or December 31,201 0 for book value per share data. 

As or and for the Year Ended December 31,2010 
Duke Energy Progess Energy 

Equivalent 
Pro Forma pro 

Historical combined Historicnl F o m  
(S per shnre) 

Per share data assuming exchange ratio of 2.6125, unadjusted €or 1-for-3 reverse stock split: 
Basic Earnings Per Share From Continuing Operations Attributable to 

Diluted Earmugs Per Share From Continuing Operations Attributable to 
Common Shareholders 1 .oo 1.06 2.96 2.77(4) 

Tommon Shareholders 1 .ou 1.06 2.96 2.77(4) 
Jk value per sliare(1) 17.05 17.55 34.22 45.85(4) 

Cash dividends declared per share 0 97 0.97(2) 2.48 2.53 (4) 
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Per share data assuming exchange ratio of 0.87083, adjusted to reflect 1-for-3 reverse stocksplit: 
Basic Earnings Per Share From Continuing Operations Attributable to 

Diluted Earnings Per Share From Continuing Opemtions Attributable to 
Common Shareholders 3.00 3.18 2.96 2.77(5) 

Common Shareholders 3.00 3.18 2.96 2.77W 
j ,k value per share@) 51.15 52.65 34.22 45.85 (5) 

Cash dividends declared per share(3) 2.91 2.91 (2) 2.48 2.53 (5) 

(1) Historical book value per share is computed by dividmg total equity by the number of shares of Dulce Energy or Progress Energy stock 
outstanding, as applicable. Pro forma combined book value per share is computed by dividmg pro forma combined total equity by the 
pro forma combined number of shares of Duke Energy common stock that would have been outstandmg as of December 31,2010 had 
the merger been completed on that date. 
The Duke Energy pro forma combined cash dividends declared per common share represent Duke Energy’s historical cash dividends 
declared per common share. 
Assumes the Duke Energy board of directors adjusted the dividend level to maintain Duke Energy’s dividend policy following the 
reverse stock split that Duke Energy plans to implement prior to, and conditioned on, the completion of the merger. 
Derived by multiplying the combined company pro forma per share information by 2.61 25, the merger exchange ratio before adjustment 
for the reverse stock split. 
Derived by multiplying the combined company pro forma per share information by 0.87083, themerger exchange ratio after adjustment 
for the reverse stock split. 

(2) 

(3) 

(4) 

(5) 
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MARKET INFORMATIONAND DIVIDENDS 

Shares of Duke Energy common stock are listed and trade on the NYSE under the symbol “DUK.” Shares of Progress Energy common 
-k are listed and trade on the NYSE under the symbol “PGN.” 

The following table presents the closing sales prices of shares of Duke Energy common stock and Progress Energy common stock, each 
as reported by the NYSE, on (i) January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction 
involving Duke Energy and Progress Energy, (ii) January 7,201 1, the last tradislg day for which market dormation is available prior to the 
public announcement of the execution of the merger agreement and (iii) April 5,201 1, the last practicable tradrdg day prior to the date of this 
document The table also presents the equivalent market value per share of shares of Progress Energy common stock as of each such date, 
determined as described in the footnote accompanying the table. 

January 5,201 1 
January 7,201 1 
April 5,201 1 

Progress Energ 
Common.Stock 

Duke Enera Progress Energy Equivalent Per 
Common Stodc Common Stock Sliare(1) 

$ 17.77 $ 43.39 $ 46.42 
$ 17.79 $ 44.72 $ 46.48 
$ 18.41 $ 46.79 $ 48.10 

(1) We calculated the equivalent per share data for Prcgress Energy common stock by multiplying the closing market price of a-share of 
Duke Energy common stock on each of the dates indicated by 2.61 25, the merger exchange ratio before adjustment for the reverse stock 
split that Duke Energy plans to implement prior to, and conditioned on, the completion of the merger. 

We encourage you to obtain current market quotations prior to making any decision with respect to the merger. The market 
prices of Duke Energy common stock and Progress Energy common stock will fluctuate between the date of this document and the completion 
of the merger. Duke Energy and Progress Energy can give no assurance concerning the market price of Duke Energy common stock or 
Progress Energy common stock before or after the effective h e  of the merger. 

Following the effective time of the merger, we expect the shares of Duke Energy common stock to continue to trade on the NYSE under 
the symbol ‘DUK.” 

The most recent quarterly dividend declared by Duke Energy prior to the date of this document was $0.245 per share of common stock 
ared on January 6,201 1 and payable onMarch 16,2011. Duke Energy’s current dividend is $0.98 per share of common stock on an 

annual basis. The most recent quarterly dividend declared by Progress Energy prior to the date of this document was $0.62 per share of 
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common stock declared on March 16,201 1 and payable on May 2,201 1. Progress Ehergy’s current dividend is $2.48 per share of common 
stock’onan annual basis. 
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CAUTIONARY STATEMENT REGARDIN’G FORWARD-LOOKEN’G STATEMENTS 

This document and the documents incorporated by reference into this document contain certairi forecasts and otlier,forwafd-lookmg 
statements within the meaning of the Private Securities LitigaGon Reform Act of ,1995 with respect to the financial condition, results of 
operations, business strategies, :operating efficiencies or synergies, revenue enhancements, competitive positions; growth opporbnities, platis 
and objectives of the management of each ofD&e Energy, Pqgress Energy and,, foilowing completion of the merger; the combined company, 
the merger and themarkets for Duke Energy .and Progress Energy coqmon’sthclc and other matters. Statements in this docvent  and tkie 
documents incorporated by reference herein that are not historical facts are hereby identified as “forward-lookkg statements” for the purpose 
of the safe harbor provided by Section 21E of the Exchange Acf and Section 27A of the Securities Act. These forward-looking statements, 
includmg, without limitation, those relating to the future business prospects, revenues and income of Duke Energy, Progress Energy and, 
following the mergers the combined company, wherever they occur in this document or the documents incorporated by reference herein, ate 
necessarily estimates reflecting the bestjudgment ofthe respective managements of Duke Energy &d Progress Energy and kvolve &‘nFber 
of risks and uricertainties that could.cause actual results to differ materially from thos.e suggested by the, forwzird-looking statements. These 
forward-looking statements should, therefore, be considered in light of various important factors, including those set forth in. and incorporated 
by reference into this document. 

Forward-looking statements are typically identified by words such as ‘‘p~an,’’ “believe,” “expect,” “&get,” “will,” “anticipate,” “intenc 
  out loo^" “estimate’’ “forecasf ” “project,” “continue,” “could,” “may,” “might,” “possible,” “potential,” “predct,” “should,” ‘h:ould” and 
other similar Words and expressions, but the absence of these words does not m e h  that a statement is not foiviard-looking. These forwt4fd- 
looking statements are found at various places throughout tl& documenf including in the section entitled “Risk,Factors” beginning on page 
[-I. Important factors that could cause actual results to differ materially from those indicated by such forward-looking statements include 
’- ce set forth k Duke Energy’s and Progress Energy’s filings’ with the SEC, includmg their respective Annual Reports onForm 1 O-K’fm the 

al year ended December 31,201’0, as updated by any subsequent Quarterly Reporh onForm 10-Q and Current Reports onForm .8-K. 
These &portant factoe also kiclude those set forth under “Risk Factors,” begirnring on page [-I; as well as, among others, risks and 
uncertainties relating to: 

‘the ability of the parties to timely and successf~~lly receive the required approv’als foi the merger from (i) regulatory agencies..free of 
burdensorne.conditions to the parties and (ii) their respective shareholdek; 

the outcome of’any legal proceedmgs, regulatory investigations, ‘or other proceedings or inquiries that have been or may’be 
instituted against Duke Energy, Progress Energy and others. subsequent’to the announcement of.the merger agreement and 
transactions contemplated therein; 

the possibility that the anticipated benefits from the merger:cannot be fully realized or may take longer to realize than expected; 

the possibility that costs, difficulties or disruptions related to the.integration of Progress Energy’s operations into Duke Energy will 
be greater than expected; 

the fluctuation of the market value of Duke Energy common stock; 

industrial, commercial and residential growth, or lack thereof, in our service territories; 

the timing and extent of changes in commodity prices, interest rates and foreigncurrency exchange rates; 

changes h environmental and other laws and regulations to which we and our subsidiaries are subject; 

the ability of the combined company to retain and hire key personnel; 
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the ability of Duke Energy and Progress Energy prior to completion of the merger, and of the combined company following r 
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. 
completion of the merger, to complete on-going construction projects within the timelines and budgets currently anticipated for 
these projects ‘and the risk that the applicable state utility regulators may h i t  recovery on these projects if we exceed those 
budgets; 

the effect of accountq pronouncements issued periodically by accounting standard-se.m bodies; 

the timing, success and overall effects of.competition kom a wide variety of competitive providers; 

the results of f w c i n g  efforts, ‘including our ability to obtain fkmcing on favorable terms, which can be affected by various 
factors, including our credit ratings and general economic conditions; 

state,. federal and foreiin legislative and regulatory initiatives that affect cost and investment recovery; have an impact on rate 
slructures, and affect the speed at aild.degree.to which competition enters the electric and natural gas industries,; 

the risk that reven-s following the merger may be lower than expected; 

changes in political or other factors such.as monetary policy, legal andregulatory changes or other external factors over which the 
companies have no control; 

the weather arid other natural phenomena, including the economic, operational.and other effects of hurricanes and ice stornis; 

general economic conditions, includmgany potential effects arising from terrorist attacks and any consequential hostilities or.other 

changes. in market conditions, includmg demand and market prices for’ electricity, capacity, fuel and emission allowances; 

declines in the.market prices of equity s e c ~ t i e s  and resultant cash funding requirements for Duke Energy’s +d Progress Energy’s 
defied benefit pension plans; cpd 

the risk that the closing of the merger is substantially delayed or do.es not occur. 

s or other external factors over which we have no control; 

Should one or more of these risks or uncertainties materialize, or should any of our assumptions prove incorrect, actual results may vary 
in material respects from those projected in these forward-looking statements. 

We caution you not to place undue reliance on any forward-looking statements, which speak only as of the date of this document, or in 
the case of a document incorporated by reference, as of the date of that document The areas of risk and uncertainty described above are not 
exclusive and should be considered in connection with any wriaen or oral forward-looking statements that may be made or included in this 
J-cument or on, before or after the date of this document by Duke Energy or Progress Energy or anyone acting for any or both of them. 

ttiese forward-looking Statements to reflect any events or circumstances after the date tlmt they were made or to reflect the occurrence of 
unanticipated events 

(ept as required by law, neither Duke Energy nor Progress Energy undertakes any obligation to publicly update or release any revisions to 

We discuss additional factors, risks and uncertainties that could cause actual results to differ materially &om those expressed in the 
forward-looking statements in reports filed with the SEC by Duke Energy and Progress Energy. See “Where You Can Find More Information” 
beginning on page [-] for a list of the documents incorporated by reference. 
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RISK FACTORS 

In addition to the otlwr information included and incorporated by reference into this document, including the matters addressed in 
“Cautionary Statement Regarding Forward-Looking Statements” beginning on page [--Ir Duke Energy and ProgressEizergy shareholders should 
carefully consider the following risks before deckling how to vote. In addition, you should read and consider the risk associated with each of the 
businesses of Duke Energy andProgressEnergy because those &k will also g e c t  the combined company. Those risks can be found in the 
Annual Reports on Form 10-K for  the fiscal year ended December 31,201 0 for  each of Duke Energy and Progress Energy, as updated by any 
subsequent Quarterly Reports on Form 10-0 and CurrentReports on Form 8-K, which are incorporated by reference into tliis document. You 
should also read and consider the other information in this document and the other documenb incorporated by reference into thir document. See 
“Where You Cun FindMore Irzformatioii ” beginning on page [-I. 

Risks Related to the Merger 

s u a  fluctuations, Progress Energy shareholders cannot be sure of the value of the merger consideration they ivill receive 
Because the market price of shares of Duke Energy conunon stock WiUfructuate and the m h a n g e  ratio will not be adjusted to r e p &  

\ 
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Upon completion of the merger following the reverse stock splif.each outstanding share of Progress Energy common stock will be converted 
into the right to receive 0.87083 of a share of Duke Energy common stock. The number of shares of Duke Energy common stock to be issued 
pursuant to the merger agreement for each share of Progress Energy common stock will not change to reflect changes in the market price of Duke 
Energy or Progress Energy common stock, Themarket price of Duke Energy common stock at the time of completion of the merger may vary 
s b  '5cantly from the market prices of Duke Energy common stock on the'date:the merger agreement wsis executed, the date of this document and 
ti. 
know or be able.to calculate the marketmhe of the,merger consideration you will receive upon, completibri ofthe merger. 

.te of the respective special shareholder meetings. Accordmgly, at the time of @eProgress.Energy special' shareholder meeting, you M$.I not 

h addition, we might not complete the merger until a sigruficmt period oftime.has passed after the respective special shareholdermeetings. 
Because we will not adjud the exchange ratio to reflect any changes k~ the market value of Duke Energy co&on.stock or Progress Energy 
common stock, the market value ofthe Duke Energy,common stock.issued in connection.with the mergerand the Progress Energy common stock 
surrendered in connection with the merger may,be higher or'lower than the values of those shares on earlier dates. Stock price changes may result 
from market reaction to the annoycement of the merger and market assessment of the likelihood that the merger will b.e.com$eted, changes in,the 
business, operatiom or prospects .of Duke,Energy or Progress Energy prior to or follo.wing the merger, litigation,or regulatory considerations, 
general business, market, industry or economic conditio& and 0ther.factox-s both within and beyond the control of Duke Energy, and Progress 
Energy. Neither Duke Energy nor Progress Energy is permitted to terminate the merger agreement solely because of changes inthe market price of 
either company's common stock. 

Current Duke Energy and Progress Energy shareholders will have a redmed ownership and voting interest after the merger. 

Duke Energy will issue or reserve for issuance approximately [ - ] million shares of Duke Energy common stock (after giving effect to 
the Duke Energy reverse stock split) to Progress Energy shareholders in the merger (including shares of Duke Energy common stock to be issued 
in connection with outstanding Progress Energy equity awards). Based on the number of shares of common stock of Duke Energy and Progress 
Energy outstanding on [ - 1,201 1, the record date for the two companies' special meetings of Shareholders, upon the completion of the merger, 
current Duke Energy shareholders and former Progress Energy shareholders would own approximately [-I% and [-I% of the common stock of 
Duke Energy, respectively. 
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Duke Energy and Progress Energy shareholders currently have the right to vote for their respective directors and on other matters affecting 
their company. When the merger occurs, each Progress Energy Shareholder who receives shares of Duke Energy common stock will become a 
shareholder of Duke Energy with a percentage ownership of the combined company that will be smaller than the Shareholder's percentage 
ownership of Progress Energy. Correspondmgly, each Duke Energy shareholder will remain a shareholder of Duke Energy with a percentage 
ownership of the combined company that will be smaller than the shareholder's percentage of Duke Energy prior to the merger. As a result of 
these reduced ownership percentages, Duke Energy slmeholders will have less voting power in the combined company than they now have with 
respect to Duke Energy, and former Progress Energy shareholders will have less voting power in the combined company than they now have with 
respect to Progress Energy. 

The rnei-ger agreyient coni~nsprwisr'ons.tltal Litnit each of Duke Energy's and ProgressEnqgy 's abi@y topursue alternativq to the 
nietger, which ,could,'&scourage a potential acquirer of ei,thizr Progress Energy or Duke Energy frotn inaking an alternative transaction 
proposal and, iti certaiiz circimstances, could require Duke Energy or Progress Energy to pay to the oth& a signifcaiit ternunation fee, as weU 
as transadion expenses 

transactions in lieu of the merger. In general, unless and until the merger agreement is terminated, both Duke Energy and Progress Energy .are 
restricted from, among other things, soliciting, initiating, knowingly encokaging or facilitating a competing acquisition proposal from any person 
Each of the MG Energy board of directors and the Progress Energy board of directors is limited in its ability to change its recommendation with 
respect to the merger-related'proposals. Duke Energy or Progress Energy may terminate the merger agreement and enter into an agreement with 
respect to a superior proposal only if specified conditions have been satisfied, iricludmg compliqe with the non-solicitation provisions .of the 
merger agreement. These provisions could discourage a third party that may have ar i  if&rest in acquiring all or a significant part of D&e Energy 
or Progress Energy from considering or proposing such an acquisition, eve& such third party were prepared to pay consideration with a higher 
per share cash or market value than the consideration proposed to be received or realized in the merger, or might result in a potential competing 
acquirer proposing to pay a lower price than it would otherwise have proposed to pay because of the added expense of the termination fee'that may 
become payable in certain circumstances. Under the merger agreement, h the event Duke Energy or Progress Energy terminates the merger 
agreement to accept a superior proposal, or under certain other circynstances, Duke Energy or Progress Energy, as applicable, would be required 
tr '-eimbuiie the other party for the other party's fees and expenses in an amount not to exceed $30 million andor (ii) pay a termhiition fee of 
$t. d.llion in the case of a termination fee payable by Duke & e r g  to Progress Energy and a termination fee of $400 million in the case of a 
termination fee payable by Progress Energy to Duke Energy, provided that any termination fee payable will be reduced by the amount of any fees 

Under the merger agreement, Duke Energy and Progress Energy are restricted, subject to limited exceptions, from entering.int0 alternative 
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and expenses previously reimbursed See “The Merger Agreement-No Solicitation” beginning on page, [-I. 

Duke Energy and Progress Energy will be subject to various uncertainties and contractual resbictions while the merger is pending illat 

TJncertaiuty about the effect of the merger on employees, suppliers and customers may have an adverse effect on Duke Energy and/or 

niay cause disruption and could adversely affect th&@ancial results 

Pi .+-ess Energy. These uncertainties may impair Duke Energy’s and/or Progress Energy’s ability to attract, retain and motivate key personnel until 
the merger is completed and for a period of time thereafter, as employees and prospective employees may experience uncertainly about their fbture 
roles with the combined company, and could cause customers, suppliers and others who deal with Duke Energy or Progress Energy to seek to 
change existing business relationships with Duke Energy or Progress Energy. The pursuit of the merger and the preparation for the integration may 
also place a burden onmanagement and iniernal resources. Any si&icant diversion of management attention away from ongoing business 
concerns and any difficulties encountered in the transition and integration process could affect Duke Energy’s and/or Progress Energy’s financial 
results. 
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In addition, the merger agreement restricts each of Duke Energy and Progress Energy, without the other’s consent, from makmg certain 
acquisitions and dispositions and taking other specified actions while the merger is pen- These restrictions may prevent Duke Energy andor 
Progress Energy from pursuing otherwise attractive business opportunities and making other changes to their respective businesses prior to 
completion of the merger or termination of the merger agreement. See “The Merger Agreement-Covenants of Duke Energy and Progress Energy” 
beginning onpage [-] 

If completed, the merger niay not achieve its anticipated results) and Duke Energy and ProgressEnergy may be unable to integrate their 
operations in the manner expected 

Duke Energy and Progress Energy enkred into the merger agreement with the expectation that the.merger will result in varioui benefits, 
includmg, among other things, cost savings.and operating efficiencies. Achieving the.anticipated benefits of the merger is subject to a number of 
uncertainties, includmg whether the businesses of Duke Energy and Progress Energy can be integrated in an efficient, effectiv.e.and timely manner. 

Pt is possible that the integration process could take longer than anticipated and could result in die loss of valuable employees, the disruption 
of each company’s ongoing bpinesses, processes and systems or incons&tencies 
compejnsafion arrangements, ~y ofwhich could adversely acffect the comb~ed company’s ability to achieve the @&pafed benefits of the merger. 
The combined company’s results of operations could also be adversely affected by any issues attributable to either company’s operations that arise 
or are based on events ‘or actions that occurprior,to the closing of the merger. The companies may have difficulty addressing,possible differences 
in corporate cultures. and management philosophies. The integration process.is subject to a number ofuncertajnties, and no assurance can.be given 
that the anticipated benefits Will be realized or, if realized, the timing of their realibtion Failure to. achieve these aticipated: benefits could result 
in increased costs or decreqes in.the amount of expected revenues and couldadvefiely affect &e combiqed compapys h e  business; .fmanci& 
condition, operating results &d prospects. 

standards, controls; procedures, practices, policies and 

Tlre merger may not be accretbe to earnings and may cause dilution to Duke Energy’s earningsper share, which may negatively affect 

Duke Energy currently anticipates that the merger will be accretive to earnings per slme in the fa t  full year following the completion of the 

the market price ofDuke Energy% common stock. 

merger, after factoring in synergies and excluding costs to achieve synergies and other one-time costs related to the merger. “his expectation is 
based on preliminary estimates that are subject to change. Duke Energy also could encounter additional transaction and integration-related costs, 
may fail to realize all of the benefits anticipated in the merger or be subject to other factors that affect preliminary estimates. Any of these factors 
could cause a decrease in Duke Energy’s adjusted earnings per share or decrease or delay the expected accretive effect of the merger and contribute 
to a decrease in the price of Duke Energy’s common stock. 

Duke Energy will record goodwill that could become impaired and adversely affect its operating results 

Accounting standards in the United States require that one party to the merger be identified as the acquirer. In accordance with these 
standards, the merger will be accounted for as an acquisition of Progress Energy common stock by Duke Energy and will follow the acquisition 
method of accounting for business combinations. The assets and liabilities of Progress Energy will be consolidated with those of Duke Energy. 
The excess of the purchase price over the fair values of Progress Energy’s assets and liabilities will be recorded as goodwill. 

The amount of goodwill, which is expected to be material, will be allocated to the appropriate reporting units of the combined company. 
L Energy is required to assess goodwill for impairment at least a m d y  by comparing the fair value of reporting Units to the carrying value of 
those reporting units. To the extent the carrying value of any of those reporting units is greater than the fair value, a second step comparing the 
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implied fair value of goodwill to the carrying amount would be required to determine if the goodwill is impaired Such a 

21 

- T. , of Contents 

potential impairment could result in a material charge that would have a material impact on Duke Energy's future operating results and 
consolidated balance sheet 

Pending htigntion against Diike Energy and Progresshergy could result in wt injunctioit preventing the completion of tjte merger or a 
judgment resilting in thpayment of damages in the Went the merger is completed and maj. adv&selj affect the combined-con@aJly'7s busikess, 
ftnaricial conditi.on or reslrlts of operations and ca,shfrows fo@m*ng the merger. 

In connection with'the mkrger, purported she&ol iep  of Progress' Energy have' filed puta&-e shareholder class action lawsuit3 agaipt 
Progress Energy, Duke Energy, Diamond Acquisition Corpo@5n1. and the directors of Progress Energy. Among other remedies, the plajntiffs seek 
to enjok the merger. The outcome of any such litigation is uncertain'If a dismissal is' not granted,or a settlement ii not reached, these Iawsui& 
couldpeyent or delay completion of the merger and result in substantial costs to Duke Energy and Progress 'Energy, including any costs associated 
with the indedicat ion of.directors and offcers. Plaint.iffssmay fie additional lawsuits against Duke Energy, Progress Energy and/or.the directors 
and officers of either company in connection with the merger. The defense or settlement of any lawsuit or claim that remairis unresolved at the 
time the merger is completed may adversely affect the combined company's business, f m c i a l  condition, results of operations and cash flows.. See 
"The Merger-Legal Proceedmgs" beginning on page [-I. 

The merger is subject to tlie receipt of consent or approvalfLont governmental entities that could delay the completion of the merger or 

Completion of tlie merger is conditioned upon the receipt of consents, orders, approvals or clearances, to the extent required, from the Federal 

impose conditions that coiild have a material adverse effect,ori @e combined company or thai could cause abandonment of the merger. 

Energy Regulatory Commission, or the FERC,, the Nuclear Regulatory Commission, or the,NRC, the FCC, and the public utility commissions or 
similii- entities in certain states in which the companies operate. The merger is also subject to, review by the United States Department of Justice 
Antitrust Division, or the DOJ, .and the Federal Trade Commission, or the FTC, under the Hart-Scott-Rodino Antitrust Improvements. Act ~f 197,6, 
or the HSR Act, and the expiration or earlier termination of 'the waiting period (and any extension of the waiting period) applicable to the merger is 
a %tion to closing the merger. The special meetings of the shareholders of Duke Energy and Progress Energy at which the proposals required to 
cc .ete the mergerwill be considered may take place before any or all of the required regulatory approvals have been obtained and before all 
conditions to such approvals, if any, are known. In this event, ifthe shareholder'proposals requjred to'complete the merger are approve6 Duke 
Energy and Progress Energy may subsequently agree to conditions without further seeking shareholder,approval, even if such conditions could 
have an adverse effeckon Duke Energy, Progress Energy or the combined company. 

Duke Energy and Progress Energy cannot provide assurance that we will obtain all required regulatory consenti ox approvals or that these 
consents or approvals will not contain terms, conditions or restrictions,that would be detrimental to the combined company after the completion of 
the m:erger. The merger agree,qent'generally permits each party to terminate the merger agreement if the final terms of ~ j r  of the reqhed 
regulatory cons'ents or approvals require a party (i) to Sell,,or agree to sell, hold or agree to hold.sepgate; or otheiwise, dispoie or agree to,dispose 
of any asset, in each case ifthe sale, separation or disposition or agreement would, individually or in the aggregate, reasonably be expected fo have 
a material adverse effect on the expected benefits of the,transactions contemplated by the merger agreement to such party; (ii] to conduct or agree 
to conduct its business in any particular manner if such conduct or agreement would, individually or in the aggregate, reasonably be expected to 
have a material adverse effect on the expected benefits of the transactions conternplated by the merger agreement to.such party; or (iii) to agree to 
'any order, action or regulatory condition of any regulatory body, whether in an approval proceeding or &other regulatory proceeding, tlqt, if 
effected, would cause a material reduction in the expected benefits for such party's shareholders. Any substatid delay in obtaining satisfactory 
approvals or the impositton of any terms or conditions in connection with such approvals that, if effected, would cause a material reduction ij, the 
expected benefits for such party's shareholders or would 
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have a material adverse effect on the expected benefits for either company may cause the abandonment of the merger by Duke Energy or Progress 
Energy. 

{ The merger will combine two companies that are currwttly affected by helopments in tfte electric utility indirstry, incliiding changes in 
regulatioir A feilrrre to adapt to any regulatoq developments or changes after the merger could adversely affect the stability of earnings and 
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could result in erosion of the combined company’s revenues andpro3ts. 

Duke Energy, Progress Energy and their respective subsidiaries are regulated in the United States at the federal level. In addition, Progress 
Energy and/or its subsidiaries are regulated in North Carolina, South Carolina and Florida and Duke Energy and/or its subsidiaries are regulated in 
North Carolina, South Carolina, Ohio, Indiana and Kentucky. As a result, the two companies have been and will continue to be impacted by 
le tive and regulatory developments in those jurisdictions, as will the combined company following the merger. After the merger, the combined 
cc. ,,any and/or its subsidiaries will be subject to extensive federal regulation, as well as state and local regulation in North Carolina, South 
Carolina, Florida, Ohio, h&am and Kentucky. 

The pro forma financial statements included in this douitnent are presented for iUu&ative purposes only and may not. be an indication 

The pro forma f m c i a l  statements contained in this,document are presented for illustrative purposes only, are based.on various adjuitments, 

of #ze combined company ’sfinancid condition.or resulis of operations following tire merger. 

ass.ump,tions and preliminary estimates and may not be an indication of the combined company’s financial condition or results of operations 
following the merger for several reasons. See “Unaudited Pro’ Forma Condeaed Combined Consolidated Financial Infomation” beginning on 
page [-I. The actual’ f k c i a l  condition and results of operations.of,the combined’comphy followkg the’merger may notbe consistent with, or 
evident kom,’these pro forma fmancial statements. In addtioh, the:ajsumptions wed in preparing the pro forma firiqcial hfofmatiori may not 
prove to, be accurate, and other factori may affect the combined company’s fmancial condition or results of operati,om.follow&= the merger. Any 
potential decline in the combined company’s financial condition or results of operations may cause significant variations h the stock price of the 
combined company. 

Duke Energy cannot assure JIOU that it will be abte to continuepuying dividends at the current rate 

As noted elsewhere in this document, Duke Energy currently expects to pay dividends in an amount consistent with the dividend policy of 
Duke Energy in effect prior to the completion of the merger. However, you should be aware that Duke Energy shareholders may not receive the 
same dividends following the merger for reasons that may include any of the following factors: 

Duke Energy may not have enough cash to pay such dividends due to changes in Duke Energy’s cash requirements, capital spending 
plans, financing agreements, cash flow or financial position; 

decisions on whether, when and in which amounts to make any future distributions will remain at all times entirely at the discretion of 
the Duke Energy board of directors, which reserves the right to change Duke Energy’s dividend practices at any time and for any 
reason; 

the amount of dividends that Duke Energy may distribute to its shareholdets is subject to restrictions under Delaware law; and 

Duke Energy may not receive dividend payments from its subsidiaries in the same level that it has historically. The ability of Duke 
Energy’s subsidiaries to make dividend payments to it is subject to factors similar to those listed above. 

Duke Energy’s shareholders should be aware that they have no contractual or other legal right to dividends that have not been declared. 
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Directors and executive officers of Duke Energy and Progress Energy have financial interests in the merger that may be diyferent fiom, 
or in addition to, those of other Duke Energy and Prop-ess Energy s~iareliolders, which could have influenced their decisions to support or 
approve the merger. 

In considering whether to approve the proposals at the special meetings, Duke Energy and Progress Energy shareholders should recognize 
that directors and executive ofGcers of Duke Energy and Progress Energy have interests in the merger that may differ from, or that are in addition 
to, their interests as shareholders of Duke Energy and Progress Energy. These interests include, among others, continued service as a director or an 
executive officer of the combined company, specific employment arrangements for the president and chief executive officer or the executive 
chairman of the combined company, arrangements that provide for severance benefits if certain executive officers’ employment is terminated under 
c e k  circumstances foliowing the completion of the merger and rights to indedicat ion and directors’ and officers’ liability insurance that will 
survive the completion of the merger. The Duke Energy and Progress Energy boards of directors were aware of these interests at the time each 
approved the merger agreement These interests may cause Duke Energy’s and Progress Energy’s directors and executive officers to view the 
merger differently than you may view it as a shareholder. See “The Merger-Interests ofDlrectors and Executive Officers in the Merger” 
beginning onpage [-I. 

Duke Energy and Progress Energy may incur unexpected transaction fees and merger-related costs in connection with the merger. 

Duke Energy and Progress Energy expect to incur a number of non-recurring expenses, totaling approximately $90 million, associated with 
completing the merger, as well as expenses related to combining the operations of the two companies. The combined company may incur 
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additional unanticipated costs in the integration of the businesses of Duke Energy and Progress Energy. Although we expect that the elimination of 
certain duplicative costs, as well as the realization of other efficiencies related to the integration of the two businesses, will offset the incremental 
transaction and merger-related costs over time, the combined company may not achieve this net benefit in the near t e r n  or at all. 

‘The combined company Is hedging activities may not fiiUy protej  th‘e combiced company fionz fluctuations in comodity prices, and may 
mzpletely eliminate the risks associated with its businessex 

Progress Energy and Duke Energy cuirenfly engage in activities to hedge their respective economic riiks related to electricity sales, fuel 
purchases and emissions allowances. Duke Energy and Progress Energy expect that the combked company will use appropriate hedging strategies 
to manage this r isk,  including opportunistically hedging over multiple year periodk to reduce the variability in realized gross.margin.from its 
expected generation. ‘We carmot provide a%urancethat&ese activities will be successful in managing.i& price risks or that they All not result in 
net losses as a result of future.volatility in electricity, fuel and emhior% markets. Actual power prices and fuel costs may differ from the combined 
company’s expectations. 

n 

Furtliermore, the hedging procedures that the combined company W;ll have,in place may not always be followed or may not .always work as 
planned As.a result of these &d other factors, we carmot predictthe outcome that risk management dec’isions.may have on the business, operating 
results or financial position of the combined company. 

There are risks associated with the proposed Duke Energy reverse stock split, including tlrat the reverse stock split may not result in a 
proportionate increase in the per share price of Duke Energy conunon stock 

If we complete the merger, Duke Energy will effect a 1 -for-3 reverse stock split immediately before the merger. Duke Energy cannot predict 
whether or to what extent the Duke Energy reverse stock split will proportionately increase the market price of Duke Energy common stock. The 
market price of Duke Energy common stock will be based onDuke Energy’s performance and other factors, including broader market conditions, 
which are unrelated to the number of shares of Duke Energy common stock outstanding. 
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Die reverse.stock’split would have the effect. of increasing the wnount of common stock,Diike Energy is anthorized to issue without 
:r’approvhl by Duke Emrgy shareholders 

As a resultof the reverse stock split, and after giving effect to the merger,.Duke Energy expects that it will have approximately ‘[-]‘shares of 
f. 

common stock outstanding, compared.to [-I shares of Duke Energy common stock outstanding =:of [-I, 2011. Duke Energy’s amended and 
restated certificate of incorporation currently authorizes Duke Energy to issue 2,000,000,000 shares of common stock and Duke Energy does not 
anticipate reduchg this amomt hi connection with the,reverse stock split or the merger. As a rasulf Duke Energy expects the revey;e stock splif 
after c,ompletlng themerger, will give it the abiliiy to issue approximately [-I additional shares of common stock. Except in,certairi instances, as 
required by law or theN.YSE, these additional shkes may~be:issued by M e  Energy without further vote of Duke Energy shareholders., If the 
Duke Energy.board of directors’,chooses to issue additional shares of Duke Energy common stock, such issuance could have a dilutive effect on the 
equity,’eamings and voting interests of.existing Duke Energy shareholders. 

Risks Related to Duke Energy and Progress Energy 

Duke Energy and Progress Energy are, and will continue to be, subject to the risks described in Part I, Item 1A “Risk Factors” of Duke 
Energy’s Fora IO-K f a  the fiscal year ended December 31,201 0, which Duke Energy filed with the SEC on February 25,201 1, and Part I, 
Item 1A “Risk Factors” of Progress Energy’s Form IO-K for the fscal year ended December 31,201 0, which Progress Energy filed with the SEC 
on February 28, 201 1, and in each case which we have incorporated by reference in this document. See “Where You Can Find More Idormation” 
beginning on page [-I. 
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TEE c0mANIEs 

Duke Energy Corporation 

526 South Church Street 
Charlo~e, North Carolina 28202 
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(704) 594-6200 

Duke Energy, together with its subsidiaries, i s  a diversified energy company with both regulated and unregulated utility operatiow. Duke 
Energy supplies, delivers and processes energy for customers in the United States and selected international markets. 

(‘ Xlke Energy”s.regu1ated utility operations consist of its U.S. franchised electric and gas segment, which serves approximately four million 
cusL.merslocated in gve states in the southeast ~ d m i d w e s t  regions ofthe United States, representing a population of approxhately 12 million 
people. The U. S. f?anchised electric an&p~ segment consists ofregulated. generation, electric and gas fransmission arid distribution systems. Tbe 
segment’s generation portfolio includes a mix of energy resources with different .operating characteristics and fuel sources. In.its. regulated electric 
operations, Duke Energy owns approximately 27,COO:megawatts. ofgenerating. capacity, for a service area of approximately 50,000 square miles. 
DLke Energy’s gas.operations hclude regulated i~tural gas transmission and distribution with approximately 500,000 customers located in 
southwestern Ohio and northern Kentucky. 

Duke Energy’s comiqercial power segment owns, operates and manages power.plants, prima$ily located in the.midwestern.region of the 
United States. Duke Energy Retail Sales, a subsidiary ofDuke Energy and part of the commercial power segment, serves retail electric customers 
in Ohio with generation and other energy services. The commercial power segment also includes Duke Energy, Generation Services; an on-site 
energy solutions and utility services provider. The commercial power segment owns and operates. a generation portfolio of approximately 7,550.net 
megawatts of power generation, excluding renewable generation assets. Duke,Energy Generation Services, in particular, has approximately 1,002 
megawatts of renewable energy in operation and over 55000 megawatts’ ofrenewable energy projects under deyelopent ai of December 31,201 0. 

Duke Energyls international business .segment operates. and manages power: generation fac es and engages in sales and m’arketing of 
electric power and natural gas outside the United States. Duke Energy’s international segment’s activities target,power generation in Latin 
America. Duke Energy’s international segment also has an equity investment in National Methanol Co. h Saudi Arabia, a regional producer of 
MTBE, a gasoline additive. Duke Energy’s intemational segment ovim, operates or has substantial interests.in approximately 4,500 gross 
megawatts of generation facilities, of which approximately 70% i s  hydroelectric. 

For the year ended December 31, 201 0, Duke Energy had total revenues of $14.3 billion and net income of $1 ..3 billion. Duke Energy’s 
consolidated assets as of December 31, 2010 were $59.1 billion. Duke Energy’s corrqon stock is listed and trades on the NYSE under the symbol 
‘‘DUK” 

Progress Energy, Inc. 

41 0 South Wilmington Street 
Zaleigh, North Carolina 27601 
(919) 546-61 11 

Progress Energy is a North Carolina corporation and a public utility holding company primarily engaged in the regulated electric utility 
business. Progress Energy owns, directly or indirectly, all of the outstan- common stock of its utility subsidiaries, Progress Energy Carolinas 
and Progress Energy Florida. Progress Energy’s utility business owns more than 22,000 megawatts of regulated electric generating capacity and 
serves approximately 3.1 million retail electric customers as well as other load-serving entities. Progress Energy is headquartered III Raleigh, North 
Carolina and as of February 22,201 1 had approximately 11,000 employees. 
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Progress Energy’s operating subsidiaries are Carolina Power & Light Company d/b/a Progress Energy Carolinas, Inc., or Progress Energy 
Carolinas, and Florida Power Corporation d/b/a Progress Energy Florida, Inc., or Progress Energy Florida, which are primarily engaged in the 
generation, transmission, distnbution and sale of electricity in portions of North Carolina and South Carolina and III portions of Florida, 
respectively. 

Progress Energy Carolinas is a regulated public utility that is primarily engaged in the generation, transmission, distribution and sale of 
electricity in portions of North Carolina and South Carolina. Progress Energy Carolinas’ generation portfolio includes a mix of energy resources 
with different operating characteristics and fuel sources, includmg coal, natural gas and nuclear sources. As of December 31,201 0, Progress 
Energy Carolinas owned approximately 12,554 megawatts of generating capacity (including approximately 700 megawatts ofjointly owned 
capacity) for a service area of approximately 34,000 square miles, providmg electric services, retail and wholesale, to approximately 1.5 million 
customers located in portions of North and South Carolina. 

Progress Energy Florida is a regulated public utility that is primarily engaged in the generation, transmission, distribution and sale of 
e\ iity in portions of Florida. Progress Energy Florida’s generation portfolio includes a mix of energy resources with different operating 
characteristics and fuel sources, including coal, natural gas and nuclear sources. As of December 31,201 0, Progress Energy Florida owned 
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approximately 10,025 megawatts of genera@ capacity (including approximately 120 megawatts of jointly owned capacity) for a service area of 
approximately 20,000 square miles, providbg electric services, retail and wholesale, to approximately 1.6 million customers located in portions of 
Florida. 

For the year ended December 31, 201 0, Progress Energy had total revenues of $1 0.2 billion and net income of $863 million Progress 
y’s consolidated assets as of December 31,201 0 were $33.1 billion Progress Energy’s common stock is listed and trades on the NYSE under E 

the symbol “PGN.” 

Diamond Acquisition Corporation 

Diamond Acquisition Corporation is a North Carolina corporation and a wholly-owned subsidiary of Duke Energy. Diamond Acquisition 
Corporation was incorporated on January 6,2011, for the purpose of effecting the merger. Diamond Acquisition Corporation has not conducted 
any activities other than those incidental to its formation and the matters contemplated in the merger agreement 
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TElE DUKE ENERGY SPECIAL MEETING 

General 

The Duke Energy board of directors is using this document to solicit proxies from the holders of shares of Duke Energy common stock for 
use at the Duke Energy special meeting. Duke Energy is fmt mailing this document and accompanying proxy card to its shareholders on or about 
[-I, 2011. 

Date, Time and Place of the Duke Energy Special Meeting 

South Church Street in Charlotte, North Carolina 
Duke Energy will hold its special meeting of shareholders on [-I, 201 1, at [-I., Easterntime, in the O.J. Miller Auditorium located at 526 

P ose of the Duke Energy Special Meeting 

At the Duke Energy special meeting, Duke Energy will ask its shareholders to consider and vote on: 

a proposal to approve the amendment of the amended and restated ceidficate-of incorporation of Duke Energy to provide for a 1 -for-3 
reverse stock split with respect to the issued and outstanding Duke Energy common stock prior to the merger, subject to the Duke 
Energy board of directors’ authority to not complete such amendment if the merger agreement is terminated or the merger is otherwise 
abandoned; 

a proposal to approve the issuance of Duke Energy common stock, par value $0.001 per share, to Progress Energy shareholders in 
connection with the merger; and 

a proposal to adjourn the special meeting of the shareholders of Duke Energy, if necessary, to solicit additional proxies ifthere are not 
sufficient votes to approve either of the proposals above. 

The reverse stock split proposal is conditioned on approval of the share issuance proposal. Furthermore, lf Duke Energy and Progress Energy 
do not complete the merger, Duke Energy will not amend its amended andrestated certZcate of incorporation to effect the reverse stock split 
contemplated by the reverse stock split proposal, notwithstanding that Duke Energy’s shareholders may have previously approvedthe reverse stock 
split proposal. 

The Duke Energy board of directors has unammously approved the merger agreemenf the merger and the form of cerGcate of amendment 
to the amended and restated certificate of incorporation of Duke Energy and unanimously recommends that Duke Energy shareholders vote 
“FOR” each of the foregoing proposals. See “The Merger-Duke Energy’s Reasons for the Merger and the Recommendation of Duke Energy’s 
Board of Directors” beginning on page [-I. For a discussion of interests of Duke Energy’s directors and executive officers in the merger tbat may 
be different &om, or in addition to, the interests of Duke Energy’s shareholders generally, see “The Merger-Interests of Directors and Executrve 
Officers in the Merger-Interests of Directors and Executive Officers of Duke Energy in the Merger,” beginning on page [-I. 

Duke Energy Record Date; Shares Entitled to Vote 

The Duke Energy board of directors has fixed the close of business on [ - 1.201 1 as the record date for determination of shareholders 
’ td to notice o$ and to vote at, the Duke Energy special meeting. Only holders of record of shares of Duke Energy common stock at the close 
Ainess on the record date are entitled to notice of, and to vote at, the Duke Energy special meeting and any adjopmments or postponements of 

e- 
0, 

the Duke Energy special meeting. 
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Each slmeholder is entitled to one vote at the Duke Energy special meetmg for each share of Duke Energy copmon stock held by that 
shareholder at the close of business onthe record date. Duke Energy’s common stock is its only voting security for the.Duke Energy special 
meeting. 
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As of [ - 1, 201 1, the record date for the Duke Energy special meeting, there were approximately [-I shares of Duke Energy common 
stock outstanding and held by approximately [-I holders of record Duke Energy will make available a complete list of shareholders entitled to 
vote at the Duke Energy special meeting for examination by any Duke Energy shareholder at Duke Energy’s headquarters, 526 South Church 
Street in Charlotte, North Carolina 28202 for purposes pertairmg to the Duke Energy special meeting, during normal business hours for a period 
of ten days before the Duke Energy special meeting, and at the time and place of the Duke Energy special meeting 

Quorum 

person or represented by proxy so that there is a quom.  It is important that you vote‘prornptly so that your shares are counted toward the quom:  
In order to conduct the special meeting, holders of a majority of the outstanding shares of common stock entitled to vote must be present in 

All shares of Duke Energy common stock represented at @e Duke,Energy special meeting; including abstentions agd ‘<broker non-votes,” 
\iriU be treated,as shares ‘that ?e present and entitledto vote for puiposes of deteMining the presence of a q o ~ .  A “broker non-vote” occm 
when a bank, broker or other nominee .who hol& shares for another person has not receiSed voting instructions from the.oymer of the shares and, 
under NYSE rules, does not have discretionary authority to vote on’a matter. Under NYSE rules, your broker or bank does not have discretionary 
authority to vote your shares of Duke Energy c.ommon stock on the reverse stock split proposal, ‘the share issuanc,e proposal or the Duke Energy 
adjournment proposal. Without voting instructions on such proposals, a broker non-vote w h  occur. 

Vote Required 

Required Vote to Approve the Revme Stoclc Split Proposal 

The affimative vote of a majority of the shares of Duke Energy common stock outstanding on the record date for the Duke Energy special 
lg is required to approve the reverse stock split proposal. If you abstain horn voting, fail to vote, or a broker non-vote occurs, it will have the IT 

salLu effect as voting against this proposal. 

Required Vote to Approve the Shbe  Iskance Proposal 

The affiiative vote of a majority of the shares ofD&e Energy common stock voting (h person or by proxy) on,the,share’issuance.proposal 
is required to approve,the proposal, provided that the total v.otes cast on the p?opoSal (including abstentions) must represent a majority ofthe shares 
of Duke Energy common stock outstan- on the record date for the special meeting. If you abstain from voting, it will have the s.&e effect as 
voting against this proposal. If you fail to vote or a broker non-vote occurs, it will have no effect on the vote count for the proposal, -but it will 
make it more difficult to meet the NYSE requirement that the total.votes cast on such propdsal (including abstentions) represent a majority of the. 
shares of Duke Energy common stock outstanding as of the record date for the Duke Energy special meeting. 

Required Vote to Approve the Duke Energy Adjournment Proposal 

The affimative vote of a majority of the shares of Duke Energy common stock represented at the Duke Energy special meeting (in person or 
by proxy) and entitled to vote on the proposal is required to approve the Duke Energy adjournment proposaL If you abstain from voting, it will 
have the same effect as voting against this proposal. If you fail to vote or a broker non-vote occurs, it will have no effect on the vote count for this 
proposal. 

Voting by Duke Energy’s Directors and Executive Officers 

the right to vote less than [-I% of the Duke Energy common stock 
As of tlie record date for the special meeting of Duke Energy shareholders, Duke Energy’s directors and executive officers collectively had 
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outstandmg and entitled to vote at the Duke Energy special meeting. Duke Energy currently expects that Duke Energy’s directors and executive 
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officers will vote their shares of Duke Energy common stock in favor of each of the proposals to be considered at the Duke Energy special 
meeting, although none of them has entered into any ageements obligating them to do so. 

Voting of Proxies 

Enu.sy special meeting in the m-er that sucli,shareholder +ects. All shares represented by properly executed proies received’in time for tlie 
Duke’Energy special meeting will be voted at the Duke Eneigy special meeting iii t&e manner specitied by the. shareholders giving those proxies. 
The persons named as proxies will vote properly executed.proxies that: do not dontai.nvotuy: &tructions “FOR” the approval of the share 
lssuance proposal, the reverse stock split proposal anclthe Duke Energy adjournment proposal. 

‘Jiving a proxy rneans.that a Duke Energy shareholder authorizes the persons named in the enclosed proxy card to..vote its shares.at the Duke 

. .  
Only shares affmatively voted for the approval’ ofthe proposals to be considered at the Duke Energy, special meeting or properly executed 

proxies that do not cont&votinginstructions will be‘ counted as favorable votes for *e proposals:, Also, ?der dYSErules, broke6 arjd ba&s 
who hold Duke Energy c o ~ o n  stack in “street d e ’ ’  for customers who are the beneficial owne@ of those shares may not give a proxy to vote 
those shares without specific instructions from those customers. Accordmgly: 

* an abstention or a failure to vote your Duke Energy shares onthe reverse stock split proposal will have the same effect as a vote against 
that proposal because a majority of the shares of Duke Energy common stock ou&tanding on ,the record date for the Duke Energy 
special meeting must approve tlie proposal; 

a failure to vote your Duke Energy shares on the share issuance proposal will have no effect on that proposal, but-may make .it more 
difficult to meet the NYSE requkement that the total votes cast on such proposal (&&ding abstentions) represent a majority of the 
shares of Duke Energy common stock outstdndmg as of the Duke Energy record date, because a majoGty of the votes c&t on the share 
issuance proposal is required to approve that proposal pr0vide.d that a mioriv of *e outitanding shares are voted; and 

a failure to vote your Duke Energy shares on the Duke Energy adjournment proposal, while considered for,purposes of establishing 
quoium, will have no effect on that proposal, because the affirmative vote of a majority of the shares of Duke Energy common stock 
represented at the Duke Energy special meeting (in person or by proxy) and entitled to vote on the proposal is required to approve the 
Duke Energy adjournment proposal. 

HOW to Vote 

If you own shares of Duke Energy common stock in your own name, you are an “owner of record” This means that you may use the 
enclosed proxy card(s) to tell the persons named as proxies how to vote your shares of Duke Energy common stock. If you fail to sign andretum 
y TOT card(s), the proxies cannot vote your shares of Duke Energy common stock at the Duke Energy special meeting. An owner of record 

Internet. You can vote over the Internet by accessing the website shown on your proxy card and following the instructions on the website. 

h a   OUT Voting options: 

Internet voting is available 24 hours a day. Have your proxy card in hand when you access the web site and follow the instructions to vote. 

Telephone. You can vote by telephone by calling the toll-free number shown on your proxy card. Telephone voting is available 24 hours a 
b y .  
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Mail. You can vote by mail by completing, signing, dating arid mailkg your proxy card(s) in the postage-paid envelope included with this 
document. 

In Person. You may attend the Duke Energy special meeting and cast your vote in person The Duke Energy board of directors recommends 
that you vote by proxy even if you plan to attend the Duke Energy special meeting. 

If you hold your shares of Duke Energy common stock in “street name” through a b e  broker or other holder of record, you must provide 
the record holder of your shares with instructions on how to vote the shares. Please follow the voting instructions provided by the bank or broker. 
You may not vote shares held in street name by returning a proxy card directly to Duke Energy or by voting in person at the Duke Energy special 
meeting unless you provide a “legal proxy,” which you must obtain from your broker, bank or other nominee. Further, brokers, banks or other 
nominees who hold shares of Duke Energy common stock on behalf of their customers may not give a proxy to Duke Energy to vote those shares 
with respect to any of the proposals without specific instructions from their customers, as brokers, banks and other nominees do not have 
discretionaxy voting power on these matters. 

,The Internet and telephone proxy procedures are designed to authenticate shareholders identities, to allow shareholders to give their proxy 
voting instructions and to c o n f i i  that these instructions have been properly recorded. Directing the voting of your Duke kergy shares will not 
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affect your right to vote in person if you decide to attend the Duke Energy special meeting. 

The named proxies will vote all shares at tlie special meeting that have been properly voted (whether by Internef telephone or mail) and not 
revoked. 

P‘ 
El.+ioyees (Midwest) or the Duke Energjl ‘Retirement Savings Plan for Legacy Ciriergy Union,Employe,es P E W  1392) 

:ipants in the Duke Energy Retirement Savings Plan, the Duke Energy Rethement Savings Plan for Legacy Cinergy Utiion 

If you are a participant in any of thes.e plans, you hav’e the right to provide voting directions tuthe,plan trustpe, by submitting your proxy 
card, for those shares of Duke Energy common stock that are held by the plan .and allocated to your accoud Plan participant proxies, are treated 
confidentially. 

If you elect not to provide voting directioq to the php trustee,, the plan trustee wi-4 vote .the D&e Energy shares allocated to .your plan 
account in the same proportion as’those shares held by the plan for which the plan trustee has received voting directions from other plan 
paiticipanb,. The plan trustee will follohr participants’ vothg directions dnd the plan procedure for voting in the absence of voting directions, 
unless it,detemines’that to do so would be contrary to the Employee Retirement Income Security Act of.1974, as amended, Because the plan 
trustee must process voting instructions from participants before the date of the special meeting ‘of Duke Energy shareholders,:you.are urged to 
deliver your instructions no later than [--I, 201 1 .. 

Revoking Your Proxy 

You may revoke your proxy at any time after you give if and before it is voted, in one of the following ways: 

by notifymg Duke Energy’s Corporate Secretary that you are revoking your proxy by written notice that bears a date later than the date 
of the proxy and that Duke Energy receives prior to the Duke Energy special meeting and states that you revoke your proxy; 

by signing another Duke Energy proxy card(s) bearing a later date and mailing it so that Duke Energy receives it prior to the special 
meeting; 

by voting again using the telephone or Internet voting procedures; or 

by attending the Duke Energy special meeting and voting in person, although attendance at the Duke Energy special meeting alone will 
not, by itself, revoke a proxy. 

* 
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If your broker, bank or other nominee holds your shares in street name, you will need to contact your broker, bank or other nominee to 
revoke your voting instructions. 

Other Voting Matters 

Electronic Access to Prozy Material 

This document and Duke Energy’s Form 10-K for the fiscal year ended December 31, 201 0 are available on the Duke Energy website, 
www.duke-eizergy.com. 

People with Disabilities 

Duke Energy can provide you with reasonable assislance to help you participate in the Duke Energy special meetmg if you inform Duke 
Energy of your disability. Please contact Investor Relations by telephone at (800) 4883853; by electronic correspondence through “Contact 
Investor Relations” at ~ w W . d ~ - e n e r g y . c o m / i P l l ~ e ~ ~ r s ,  or by mail at P.O. Box 1005, Charlotte, Nodi Carolina 28201 -1005, at least two weeks 
before the Duke Energy special meeting. 

Proxy Solicitations 

Duke Energy is soliciting proxies for the Duke Energy special meeting from Duke Energy shareholders. Duke Energy will bear the entire 
cost of soliciting proxies from Duke Energy shareholders, except that Duke Energy and Progress Energy will share equally the expenses incurred 
in connection with the filing of the registration statement of wbich this document is a part In addition to tlGs mailing, Duke Energy’s directors, 
officers and employees (who will not receive any additional compensation for their services) may solicit proxies personally, electronically, by 
teleohone or other means. 

‘ 
solicitation of proxies. 

Duke Energy has engaged the services of Georgeson Inc. for a fee of approximately $25,000, plus reimbursement of expenses, to assist in the 
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Duke Energy and its proxy solicitors will request that banks, brokerage houses and other custodians, nominees and fiduciaries send proxy 
materials to the beneficial owners of Duke Energy common stock and will, if requested, reimburse the record holders for their reasonable out-of- 
pocket expenses in doing so. The extent to which these proxy-soliciting efforts will be necessary depends upon how promptly proxies are 
submitted 

As,.stance 

If you need assistance in comple'cing your proxy card or have questions regarding Duke Energy's special meeting, please contact Georgeson 
Inc. toll-free at (800) 509-0984. Banks and brokers may call collect at (212) 440-9128. 
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PROPOSALS SUl3.MITmD TO DUKE ENERGY'S S€€AREHOLDERS 

The Reverse Stock Split Proposal 

(Item 1 on Duke Energy Proxy Card) 

Duke Energy is proposing that the Duke Energy shareholders approve an amendment to Duke Energy's amended and restated certificate of 
incorporation providq for a 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy common stock in connection with 
the merger. Effecting the reverse stock split will ensure that Duke Energy has sufficient authorized shares of Duke Energy common stock to 
complete the merger. The Duke Energy board of directors has declared the proposed amendment to Duke Energy's amended andrestated 
certificate of incorporation to be advisable and has unanimously approved the proposed form of certificate of amendment to Duke Energy's 
amended and restated certificate of incorporation, attached to this document as Annex F, and recommended that it be presented to Duke Energy's 
shareholders for approval. If Duke Energy and Progress Energy do not complete the merger, Duke Energy will not amend its amended and restated 
certificate of incorporation to effect the reverse stock split contemplated by the reverse stock split proposal, notwithstanding that Duke Energy 
shareholders may have previously approved the reverse stock split proposal, 

ovavimv 

By approving this reverse stock split proposal, the Duke Energy shareholders approve, sul$ect to approval of the share issuance proposal, an 
amendment to Duke Energy's amended and restated certificate of incorporation providing, for a l'.-for-3 reverse stock split with respect to' the 
issued and outstan- Duke Energy common.stock.in connection with the merger. If the Duke Energy shareholders approve this reverse stock 
split proposal and Duke Energy effects .the reverse stock split, then every three issued and outstanding shares of Duke Energy common stock (and 
everythree shares of Duke Energy common stock, %'any, that are treasury s h e s  of Duke Energy) would be combined and reclassified &to one 
share of Duke Energy common stock. The reverse stock split wodd not charige the n+ber ofauthorized shares of Duke Energy common stock 

If Duke' Energy effects the reverse stock split, ,then, except for adjustments that may result from the treatment offractional shares as described 
below, each Duke hergy  shareholder will hold the same percentage of then-outstanding .Duke Energy common.stockiinmediately following the 
reverse stock.split as such Duke Energy'slweholder held immedi&ely prior to the IMce Energy reverse stock split The p q  value ofthe Duke 
Energy common stock would remain unchanged at $0.001 per share. 

If Duke Energy shareholders approve the reverse stock split proposal, the Duke Energy board of directors,will effect the reverse 
stock split only if the Duke Energy shareholders have approved the share issuance proposal and the merger is being completed. 

Principal Effects of the Reverse Stock Split 

If Duke Energy shareholders approve the reverse stock split'proposal and Duke Energy effects the reverse stock spiit, each Duke Energy 
shareholder will own a reduced number of shares, ofDuke Energy'common stock upon the'effectiveness of the certificate of amendment providing' 
for the, reverse stock split Duke Energy.would effect the reverse stock split'simultaneously for all outstan- shares of Duke Energy common 
stock. The reverse stock split would not ,change the number of authorized shares of Duke Energy common stock. The reverse stock'split will affect 
all Duke Energy shareholders unifomly-and.wil1 not change any Duke'bergy shareholder's percentage owner&.ip interest .in Duke Energy, ,except 
to the extent that the reverse stock split would result in my Duke Energy shareholders otherwise owning a fractional share that Will be cashed out 
Therefore, voting rights and other rights and preferences of the holders of Duke Energy common stock wiil not be affected by the reverse stock 
'split (other than as a resuit of tlie payment of cash in lieu of fractional shares). Shares of Duke Energy common s@ck issukd piustiant to 'the reverse 
stock split will remain ,fully paid and nonassessable. 
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As of the effective time of the reverse stock split, Duke Energy will adjust and proportionately decrease the number of shares of Duke Energy 

e Duke Energy common stock. In addition, as of the effective time of the reverse stock split, Duke Energy will adjust and proportionately 
comqon stock reserved for issuance upon exercise of, and adjust and proportionately increase the exercise price of, all options and other rights to 
a 
decrease the total number of shares of Duke Energy common stock that may be the subject of future grants under Duke Energy's stock option and 
incentive plans. 

The reverse stock split will not affect the number of authorized shares of Duke Energy common stock, whichwill continue to be 
2,000,000,000. As a result, an additional effect of the reverse stock split would be to increase the number of authorized but unissued shares of Duke 
Energy common stock. This could result in the combined company being able to issue more shares without further shareholder approval. Duke 
Energy has no current plans to issue shares, other than in connection with the merger or in the ordinary course of business in connection with Duke 
Energy's stock compensation plans. 

Fractional Shares 

Duke Energy will not issue any fractional shares of Duke Energy common stock in connection With the reverse stock split, except with 
respect to shares of Duke Energy corpnon stock held in p,articipantaccounts under Duke Energy's dividend reinvestment plan The proposed foqi 
of certificate ofamendment to the amended and restated certificate of bcorporation of Duke Energy'provides that each shareholder'(0ther than with 
respect to shares held in participant accounts urjder Duke Energy's dividend reinvestment plan) who would othem'ise be entitled to receive a 
kactional share of Duke Energy common stock as a res,ult of the combination will, with respect to such kactional share, be eptitled to receive cash 
in lieu of such fractional share in an amount equal to the net cash proceeds attributable to the sale of such fracti0~1 share following the 
aggregation.and sale by Duke Energy's transfer agent of all fractiond shares of Duke Energy common stock otherwise issuable, on the basis of' 
prevailing market prices at such,time. 

Effect on Registered "Book-Entry " Shareholders 

Registered Duke Energy shareholders may hold some or all of their shares of Duke Energy common stock electronically in book-entry form. 
These Duke Energy shareholders will not have share certificates evidencing their ownership of Duke Energy common stock. They are, however, 
provided with a statement reflecting tlie number of shares registered in their accounts. 

If you hold registered shares in book-entry form, you do not need to take any action to receive your post-reverse stock split shares. 

If you are entitled to post-reverse stock split shares, a transaction statement will automatically be sent to your address of record 
indicating the number of shares you hold 

Effect on Registered Certificated Shareholders 

Some registered Duke Energy shareholders hold all their shares of D,uke Energy common stock in certificate f b m  or a combmtion of 
.certificate and 6ook-entry form. If you hold any, of your shares of Duke Energy common stock in certificate form; you will receive a'letter of 
transmittal &om Duke Energy's transfer agent as soon as practicable after the effective date 'of thereverse stock split f i e  letter of transmittal.will 
contain ~ i ruc t ions  on how to surrender.yow certificAte(s) representing your pre-reverse, st&k'split s e e s  to the trakifer agent Uponreceipt ,of 
yo& share certificate, Duke Energy will issue to you the'appropriate, number of shares of Duke Energy common stock.electron&dly in book-en9 
'form (or in certificated form if you request physical certificates) and provide a statement reflecting thexxunber of shares registered in your-account 
Duke Energy will.not issue any new shares of Duke Energy common stock in book-entry form (or certificated form if you request physical 
certificates) to you until you surrender your outstanding.ceri%cate(s), together with the properly completed and executed letter, of k m i t t a l ,  to 
the transfer agent At any time after receipt of your statement 
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reflecting the number of shares registered in yo* book-entry account, you may request a share certificate representing your ownership interest 

Procedure for Effecting Reverse Stock Split and Exchange of Stock Certificates 

If Duke Energy slmeholders approve the reverse stock split proposal and Duke Energy effects the reverse stock split Duke Energy expects to 

5r. Beginning onthe effective date of the reverse stock split, each certificate representing pre-reverse split shares of Duke Energy common 
file the proposed certificate of amendment with the Secretary of State of the State of Delaware on or about the date on vr.hich we complete the 
IT 
s\ will be deemed for all corporate purposes to evidence ownership of post-reverse stock split shares. 

As soon as practicable after the effective date of the reverse stock split, Duke Energy will notify its shareholders that it has effectedthe 
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reverse stock split Duke Energy expects that Duke Energy’s transfer agent will act as exchange agent for purposes of mplementing the exchange 
of stock certificates. Holders of pre-reverse split shares will be asked to surrender to the exchange agent certificates representing pre-reverse split 
shares in exchange for post-reverse stock split shares in electronic book-entry form (unless such shareholder requests physical certificates) in 
accordance with the procedures to be set forth in a letter of transmittal to be sent by Duke Energy’s transfer agent Duke Energy will not issue any 
sF 7s to a Duke Energy shareholder until such shareholder has surrendered such shareholder’s outstandmg certificate(s) together with the properly 
c ,eted and executed letter of transmittal to the exchange agent Any pre-reverse split shares submitted for transfer, whether pursuant to a sale 
or other disposition, or otherwise, will automatically be exchanged for post-reverse stock split shares. DUKE ENERGY SHAREHOLDERS 
SHOULD NOT DESTROY ANY STOCK CERTIEXCATE(S) AND SHOULD NOT STJBMIT ANY CERTIEXCATE(S) UNLESS A.ND 
UNTIL REQUESTED TO DO SO. For Duke Energy shareholders who hold registered shares in book-entry form, at the effective time, the 
transfer agent wll update your ownership amounts onDuke Energy’s books and a transaction statement will automatically be sent to your address 
of record indicating the number of shares you hold. Suchshareholders do not need to take any actionto receive post-reverse stock split shares. 

Accounting Matters 

The reverse stock split will not affect the total common shareholders’ equity on Duke Energy’s balance sheet The per share earnings or 
losses andnet book value of Duke Energy will be increased because there will be fewer shares of Duke Energy common stock outstanding. Prior 
periods’ per share amounts will be restated to reflect the reverse stock split 

No Appraisal Rights 

Under the Delaware General CorporationLaw, Duke Energy shareholders are not entitled to appraisal rights with respect to the reverse stock 
split 

Materz’ai US. Federal Income Tax Consequences of the Reverse Stock Split 

Duke Energy intends for the reverse stock split to quahfy as a “recapitalization” within the meaning of Section 368(a) of the Code for U.S. 
federal income tax purposes. On the basis that the reverse stock split so qualifies, Duke Energy shareholders whose pre-reverse stock split shares 
of Duke Energy common stock are exchanged in the reverse stock split will not recognize gain or loss for US. federal income tax purposes, except 
to the extent of cash, if any, received in lieu of a fractional share of Duke Energy common stock (which fractional share will be treated as received 
and then exchanged for such cash). SuchDuke Energy shareholder’s aggregate tax basis in the post-reverse stock split shares of Duke Energy 
COIIU~OII stock received in the reverse stock splif includmg any fractional share treated as being received and then exchanged for cash, would be 
the same as such shareholder’s aggregate tax basis of the pre-reverse stock split shares of Duke Energy common stock exchanged in the reverse 
st- ’- split. SuchDuke Energy shareholder’s holdmg period for the post-reverse 
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stock split shares of Duke Energy common stock received in the reverse stock split would include such shareholder’s holdmg period for the pre- 
reverse stock split shares of Duke Energy common stock exchanged in the reverse stock split. 

In general, a Duke Energy shareholder who receives cash in lieu of a hctional share of Duke Energy common stock in the reverse stock split 
will be treated as having received a fractional share in the reverse stock split and then as having received the cash in exchange for the fkactional 
share and shouldgenerally recognize capital gain or loss equal to the difference between the amount of the cash received in lieu of the fractional 
share and such shareholder’s tax basis allocable to such fractional share. Any such capital gain or loss will be a long-term capital gain or loss if the 
Duke Energy common stock exchanged for the fractional share of Duke Energy common stock in the reverse stock split was held for more than 
one year at the time of the reverse stock split. 

Duke Energy shareholders who hold theirpre-reverse stock split shares of Duke Energy common stock with differing bases or holding 
periods should consult their tax advisors with regard to identifymg the bases or holding periods of the particular post-reverse stock spht shares of 
Duke Energy common stock received in the reverse stock split. 

The discussion of material U.S. federal income tax consequences of the reverse stock split is not intended to be a complete analysis or 
description of aU potential US. federal income tar consequences of the reverse stock split Moreover, the discussion set forth above does 
not address tax consequences that may vary with, or are contingent upon, individual circumstances In addition, the discussion set forth 
above does not address any non-income tax or any foreign, state or local tax consequences of the reverse stock split and does not address 
the tax consequences of any transaction other than the reverse stock split 

Tonditions and Board Reconmendation 

The reverse stock split proposal is conditioned on approval of the share issuance proposal. Furthermore, if Duke Energy and Progress Energy 
do not complete the merger, Duke Energy will not amend its amended and restated certificate of incorporation to effect the reverse stock split 
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contemplated by the reverse stock split proposal, notwithstanding that Duke Energy shareholders may have previously approved the reverse stock 
split proposal. 

The Duke Energy board of directors recommends a vote ‘‘FORV the reverse stocksplit proposal (Item 1). For a discussion of interests 
of nuke Energy’s directors and executive officers in the merger that may be different from, or in addition to, the interests of Duke Energy’s 
s iolders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of Directors and Executive 
Ofiicers ofDuke Energy in theMerger,” beginning onpage [-I. 

The Share Issuance Proposal 

@em 2 on Duke Energy Proxy card) 

The merger provides t$at Duke Energy will issue sh&es of Duke Energy common stock in ‘the merger. Upon ‘the completion. of the merger, 
each share of Progress Energy conprion stock.ou&tandmg immediately before,the merger will be converted into’the right to receive.0.87083 oE a 
share of Duke.Energy common stock, The exchange ratio will not be adjusted to reflect changes in the market,prices of Duke Energy common 
stock or Progress Energy.common stock prior to closing. 

Under the NYSE Listed Company Mqual, a company .listed on the NYSE ;S recpired tb obtain shareholder approval prior to the issuance of 
conlrnon stock, .6r of securities convertible ,into or exercisable for common stock in &y trarisaction or series of related transactiops if the. npinber 
of shares of comm,on stock to be issued is, or will be upon issuance, equal to or in excess of 20% of the.number of shares of common stock 
outstanding before the issuance of the common stock ,or of securities convertible into or exercisable for common’ stock. If we complete the merger, 
we estimate that (before giving effect to the reverse stock split) Duke Energy will issue or 
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reserve for issuance approximately [-] million shares of Duke Energy common stock in connection with the merger, includmg shares of Duke 
Energy common stock =suable pursuant to outstan- Progress Energy stock options and other equky-based awards. On an as-converted basis, 
the aggregate number of shares of Duke Energy common stock that Duke Energy will issue in the merger will exceed 20% of the shares of Duke 
E- -sy common stock outstandU7g before such issuance, and for this reason Duke Energy must obtain the approval of Duke Energy shareholders 
f 3 issuance of shares of Duke Energy common stock to holders of Progress Energy common stock in connection with the merger. 

Duke Energy is askmg its shareholders to approve the share issuance proposal. The issuance of these securities to Progress Energy 
shareholders is necessary to effect the merger and the approval of the share issuance proposal is required for completion of the merger. 

The Duke Energy board of directors recommends a vote ‘‘FOR” the share issuance proposal (Item 2). For a discussion of interests of 
Duke Energy’s directors and executive officers in the merger tlmt may be different from, or in addition to, the interests of Duke Energy’s 
shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of Directors and Executive 
Officers of Duke Energy in the Merger,” beginning onpage [-I. 

The Duke Energy Adjournment Proposal 

(Item 3 on Duke Energy Proxy Card) 

The Duke Energy special meeting may be adjourned to another time or place, if necessary or appropriate, to permit, among other things, 
further solicitation of proxies if necessary to obtain additional votes in favor of the share issuance proposal or the reverse stock split proposal. 

If, at the Duke Energy special meeting, the number of shares of Duke Energy common stock present or represented and voting in favor of the 
share issuance proposal or the reverse stock split proposal is insufficient to approve the correspondmg proposal, Duke Energy intends to move to 
adjourn the Duke Energy special meeting in order to enable the Duke Energy board of directors to solicit additional proxies for approval of such 
proposal. 

In the Duke Energy adjournment proposal, Duke Energy is a s h  its shareholders to authorize the holder of any proxy solicited by the Duke 
Energy board of directors to vote in favor of granting discretionary authority to the proxy holders, and each of them individually, to adjoum the 
Duke Energy special meeting to another time and place for the purpose of soliciting additional proxies. If the Duke Energy shareholders approve 
the Duke Energy adjoumment proposal, Duke Energy could adjoum the Duke Energy special meeting and any adjourned session of the Duke 
Energy special meeting and use the additional time to solicit additionalproxies, inclu- the solicitation of proxies fkom Duke Energy 
shareholders who have previously voted. 

The Duke Energy board of directors recommends a vote ‘‘EQE?’ the Duke Energy adjournment proposal (Item 3). For a discussion of 
interests of Duke Energy’s directors and executive officers in the merger that may be different from, or in addition to, the interests of Duke 
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Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Jnterests of Directors and 
Executive Officers of Duke Energy in the Merger,” beginning on page [-I. 

Other Business 

At this time, Duke Energy does not intend to bring any other matters before the Duke Energy special meeting by Duke Energy, and Duke 
Ei,gy does not h o w  of any matters to be brought before the Duke Energy special meeting by others. If, however, any other matters properly 
come before the Duke Energy special meeting, the persons named in the enclosed proxy, or their duly constituted substitutes, acting at the Duke 
Energy special meeting or any adjournment or postponement thereof will be deemed authorized to vote the shares represented thereby in 
accordance with the judgment of management on any such matter. 
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THE PROGRESS ENERGY SPECIAL MEETING 

General 

The Progress Energy board of directors is using this document to solicit proxies from the holders of shares of Progress Energy common stock 
for use at the Progress Energy special meeting. Progress Energy is f i t  mailing this document and accompanying proxy card to its shareholders on 
orabout[ - 1,2011. 

Date, Time and Place of the Progress Energy Special Meeting 

the Performing Arts located at ’2 F h t  South Street in Raleigh, North Carolina 27601. 
Progress Energy will hold its special meeting of shareholders on [ - 1,201 1 at [ - ] Eastern time, in the Progress Energy Center for 

Purpose of the Progress Energy Special Meeting 

At the Progress Energy special meeting, Progress Energy will ask its shareholders to consider and vote on: 

a proposal to approve the plan of merger containedin the’merger agreement and thereby approve the merger, which we refer to in tlis 
document as the merger pr,oposal; and 

a proposal to adjourn the special meeting of the shareholders.of Progress Energy, if necessary, to solicit additional proxies if there &e, 
not Sirfficient votes to approve the merger proposal, which we refer to in this document asthe Progress Energy adjournment proposal. 

The Progress Ehergy board of directors has unanimously approved the merger agreement and the, transactions c,onteiriplated by the merger 
agreement, includmg the merger, &d unanimously recommends that Progress Energy shareho1det.J vote “FOk” each of the foregoing proposals. 
See ‘;‘The Merger-Progress Energy’s Reasons for the Merger and the Recommendation of’Progress Energy’s Board of Directors” beg&g on 
page [-I. For a discussion of’bterests of Progress.Energy’s directors and executive officers & the merger that may be different from, or &i. 
addition to; the interests of Progress Energy’s shareholders generally, see “The Merger-Interests of D-ectois and Executive Officers in the 
Merger-Interests of Directors and Executive O%cers,of Progress Energy in the Merger,” begim&g on page [-I. 

Progress Energy Record Date; Outstanding Shares; Shares Entitled to Vote 

The Progress Energy board of directors has fued the close of business on [ - 1,201 1 as the record date for determination of shareholders 
entitled to notice of and to vote at, the Progress Energy special meeting. Only holders of record of shares of Progress Energy common stock at tlie 
close of business on the record date are entitled to notice of, and to vote af the Progress Energy special meeting and any a d j o m e n t s  or 
postponements of the Progress Energy special meeting. 

Each slmeholder is entitled to one vote at the Progress Energy special meeting for each share of Progress Energy common stock held by that 
shareholder at the close of business onthe record date. Progress Energy’s common stock is its only voting security for the Progress Energy special 
meeting. 

As of [ - 1, 201 1, the record date for the Progress Energy special meeting, there were approximately [ - ] shares of Progress Energy 
common stock outstanding and held by approximately [ - ] holders of record Progress Energy will make available a complete hst of 
shareholders entitled to vote at the Progress Energy special meeting for examination by any Progress Energy shareholder at Progress Energy’s 
headquarters, 41 0 Soutli Wilmington Street in Raleigh, North Carolina 27601 for purposes pertaining to the Progress Energy special meeting, 
dv+g normal business hours starting on [ - 1.201 1, and at the time and place of the Progress Energy special meeting. 
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Quorum 

must be present in person or represented by proxy so that there is a quorum. It is important that you vote promptly so that your shares are counted 
toward tfie quorum. 

A order to conduct the Progress Energy special meeting, holders of a majority of the outstanding shares of common stock entitled to vote 

All shares of Progress Energy common stock represented at the Progress Energy special meeting, includmg abstentions and “broker non- 
votes,” will be treated as shares that are present and entitled to vote for purposes of determining the presence of a quorum. A “broker non-vote” 
occurs when a broker, bank, or other nominee who holds shares for another person has not received voting instructions from the owner of the 
shares and, under NYSE rules, does not have discretionary authority to vote on a matter. Under NYSE rules, your broker or bank does not have 
discretionary authority to vote your shares of Progress Energy common stock on the merger proposal or the Progress Energy adjournment proposal. 
Without voting instructions on such proposals, a broker non-vote will occur. 

Vote Required 

Required Vote to Approve the Merger Proposal 

The a f h a t i v e  vote of the holders of record of at least a majority of the shares of Progress Energy common stock outstanding on the record 
date for the Progress Energy special meeting is required to approve the merger proposal. If you abstain from voting, fail to vote or a broker non- 
vote occurs, it will have the same effect as voting against this proposal. 

Required Vote to Approve the Progress Energy Adjournment Proposal 

The affirmative vote of a majority of the shares of the Progress Energy common stock cast on the proposal is reqired to approve the Progress 
Energy adjournment proposal. If you abstain from voting, fail to vote or a broker non-vote occurs, it will have no effect onthe vote count for this 
proposal. 

Voting by Progress Energy’s Directors and Executive Officers 

As of the record date for the special meeting of Progress Energy shareholders, Progress Energy’s directors and executive officers collectively 
h. ’le right to vote less than [ - 1% of the Progress Energy common stock outstandmg and entitled to vote at the Progress Energy special 
n ig. Progress Energy currently expects that Progress Energy’s directors and executive officers will vote their s h e s  of Progress Energy 
common stock in favor of each of the proposals to be considered at the Progress Energy special meeting, although none of them has entered into 
any agreements obligating them to do so. 

Voting of Proxies 

Giving a proxy means that a Progress Energy shareholder authorizes the persons named in the enclosed proxy card to vote its slmes at the 
Progress Energy special meeting in the manner that such shareholder directs. All shares represented by properly executed proxies received in time 
for the Progress Energy special meeting will be voted at the Progress Energy special meeting In the manner specified by the shareholders giving 
those proxies The persons named as proxies will vote properly executed proxies that do not contain voting instructions “FOR” the approval of the 
merger proposal and the Progress Energy adjournment proposal. 

Only shares affmatively voted for the approval of the proposals to be considered at the Progress Energy special meeting or properly 
executed proxies that do not contain voting instructions will be counted as favorable votes for the proposals. Also, under NYSE rules, brokers and 
banks who hold Progress Energy common stock in “street name” for Customers who are the beneficial owners of those shares may not give a proxy 
to vote those slmes without specific instructions from those customers. Accordingly 

an abstention or a failure to vote your Progress Energy shares on the merger proposal will h v e  the same effect as a vote against that 
proposal because a majority of the shares of Progress Energy 
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common stock outstandmg on the record date for the Progress Energy special meeting must approve the proposai, and 

an abstention or a failure to vote your Progress Energy shares on the adjournment proposal will have no effect on the vote count for that 
proposal, because the affirmative vote of a majority of the shares of the Progress Energy common stock cast on the proposal is required 
to approve the Progress Energy adjournment proposal. 
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How to Vote 

enclosed proxy card(s) to tell the persons named as proxies how to.vote your shares of Progress Energy common stock. An owex pfrecord has 

Internet. You can vote over the Intemet by accessing the website shown on your proxy car;d iind following the +zAructions on the website. 

If you own shares of Progress Energy compon 8tock.k your own name, you are an “owner of record” This m e w  that you may ‘use the 

fr -rating optiop: 

Internet voting is available 24 hours a day. Have your proxy card in hand w‘nen’you access the web site ind follow the instructions to vote. 

Telephone. You can vote by telephone by callhg the.tol1-free number shown on.your proxy card. Telephone voting is available 24 hours a 
day. 

Mail. YoU.c$n vote by mail by siqply.completing, signing, dating kind mailing your proxy card@), in the postage-paid envelope iticluded with 
this docuinent 

In Person. You may attend the Pr0gress:Energy special meeting and cast your vote in person. The Progress Energy board of directors 
reconmiends that you vote’by proxy even if you plan to attend the Progress Energy special meeting. 

If you hold your shares of Progress Energy common stock in “streethame” through a broker, bank or other nominee, you must provide the 
record holder of yopr shares with instructioq on how to vote the shares. Please follow the voting instructions pr0vided.b~ the broker,or bark You 
may not vote shares held,in street name by returning a proxy card .directly to Progress Energy or by voting In person at the Progress Energy; special 
meeting unless you provide a “legal proxy,” which you must obtain from your broker, bank or other nominee. Further, brokers, banks or other 
nominees who hold shares of Progress Energy common stock on behalf:of their customers may not give a proxy to Progress Energy to vote those 
shares with respect to any of the proposals without specific instructions from their customers, as under NYSE rules brokers, banks and other 
nominees do not have discretionary voting power on these matters. 

The Intemet and, telephone proxy procedures are designed to authenticate shareholder identities, to allow slaieholders to give their proxy 
voting instructions and to confirm that these instruc.tions have been properly recorded. Directing the voting of your Progress Energy shares will.not 
affect your right to vote in person if you decide to attend the Progress Energy special meeting. 

The named proxies will vote all shares at the meeting that have been properly voted (whether by Internet, telephone or mail) and not revoked 

Participants in the Progress Energy 401Q Savings & Stock Ownership Plan 

If you are a participant in this plan, the plan trustee will vote shares allocated to your plan account only if you execute and return your proxy 
card, or vote by telephone or via the Internet. Plan participants must provide voting instructions on or before 11 : 59 p.m. Eastem Daylight Time on 
[-I, 201 1. The plan trustee will not vote any Progress Energy s h e s  allocated to your plan account for wlich you do not provide voting 
instructions by this time and this will have the same effect as voting against the merger proposal. 
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Participants in the Savings Plan for Employees of Florida Progress Corporation 

card, or vote by telephone or via the Internet. Plan participants must provide voting instructions on or before 11 : 59 pm. EastemDaylight Time on 
[-I, 201 1. If no direction is given, the plan trustee will vote your shares in proportion with how it votes the shares held in the plan (for which the 
plan trustee lxs received voting instructions from other plan participants) and in the best interests of the plan. 

If you are a participant in this plan, the plan trustee will vote shares allocated to your plan account when you execute and return your proxy 

Revoking Your Proxy 

You may revoke your proxy at any time after you give it  and before it is voted, in one of the following ways: 
* by notifymg Progress Energy’s corporate secretary that you are revoking your proxy by written notice that bears a date later than the 

date of the proxy and that Progress Energy receives prior to the Progress Energy special meeting and states that you revoke your proxy; 

by signing another Progress Energy proxy card(s) bearing a later date and mailing it so that Progress Energy receives it prior to the 
special meeting; 

by voting again using the telephone or Internet voting procedures; or 

by attendmg the Progress Energy special meeting and voting in person, although attendance at the Progress Energy special meeting 
alone will not, by itself, revoke a proxy. 
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If your broker, bank or other nominee holds your shares in street name, you will need to contact your broker, bank or other nominee to 
revoke your voting instructions. 

Other Voting Matters 

Tlectronic Access to Proxy Material 

This document and Progress Energy’s Form 10-K for the fiscal year ended December 31,201 0 are available on the Progress Energy website, 
progress-energy. corn. 

People with Disabilih‘es 

If you have a disability, Progress Energy can provide you with reasonable assistance to help you participate in the Progress Energy special 
meeting if you inform Progress Energy of your disability. Please contact Progress Energy Shareholder Relations by telephone at (91 9) 546-61 11; 
by electronic correspondence through shareholder.relations@pgnmailcom; or by mail at P.O. Box 1551, Raleigh, North Carolina 27602-1 551, at 
least two weeks before the Progress Energy special meeting. 

Proxy Solicitations 

Progress Energy is soliciting proxies for the Progress Energy special meeting from Progress Energy shareholders. Progress Energy will bear 
the entire cost of soliciting proxies from Progress Energy shareholders, except that Progress Energy and Duke Energy will s h e  equally the 
expenses incurred in connection with the filing of the registration statement of which this document is a part In addition to this maihg, Progress 
Energy’s directors, officers and employees (who will not receive any additional compensation for such services) may solicit proxies personally, 
electronically or by telephone or other means. 

Progress Energy has also engaged the services of Innisfree M&A Incorporated for a fee of approximately $30,000, plus reimbursement of 
expenses, to assist in the solicitation of proxies for the Progress Energy special meeting. 
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progress Energy and its proxy solicitors will also request that banks, brokerage houses and OtheFcustodians, nominees and fiduciaries send 
proxy materials to the beneficial owners of Progress Energy common stock and will, ifrequested, reimburse the record holders for their reasonable 
out-of-pocket expenses in doing so. The extent to which these proxy-soliciting efforts will be necessary depends uponhow promptly proxies are 
submitted 

Assistance 

If you need assistance in completing your proxy card or have questions regarding Progress Energy’s special meeting, please contact Irmisfree 
M&A Incorporated toll-free at (877) 750-9499. Brokers, banks and other nominees may call collect at (21 2) 750-5833. 
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PROPOSALS SUBMITTED TO PROGRESS ENERGY’S SEIAREHaLDERS 

The Merger Proposal 

(Item 1 on Progress Energy Proxy Card) 

As discussed ihoughout this document, Progress Energy is asking its shareholders to consider and vote on a proposal to approve the plan of 
merger contained in the merger agreement and thereby approve, among other things, the merger. Holders of Progress Energy common stock should 
read this document carefully in its entirety, includmg the annexes, for more detailed information concerning the merger agreement and the merger. 
In particular, holders of Progress Energy common stock are directed to the merger agreement, a copy of which is attached as Annex A to this 
document 

The affirmative vote of the holders of at least a majority of outstanding shares of Progress Energy common stock entitled to vote is required 
Jgress Energy to complete the merger. 

The Progress Energy board of directors recommends a vote ‘‘FOR” the merger proposal (Item 1). See “The Merger-Progress 
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Energy’s Reasons for the Aferger and Recommendation of Progress Energy’s Board of Directors“ beginning on page [-I. For a discussion 
of interests of Progress Energy’s directors and executive officers in the merger that may be different from, or in addition to, the interests of 
Progress Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of Directors 
and Executive Officers of Progress Energy in the Merger,” beginning on page [-I. 

I. .Jrogress Energy Adjournment. Proposal 

(Item 2 on Progress Energjr Proxy Card) 

The,Progress Energy.special meeting may be adjourned-to another time or pl,ace, if necessary or appropriate, to permit. among other thmgs, 
.further solicitation of proxies if necess,ary to obtain additionalvotes in favor of the merger proposal 

If at the Progress Energy special meeting, the’nynber of Progess Energy common,shWes present or representedand’voting in favor ofthe 
,merger proposal is .jnsufficiei? to approve, such proposai Progress Energy intends to move t,o adjourn the Progress Energy:special meetmg in order 
to solicit additional proxies for.approval of the rnerger.proposal. 

In the Progress Energy adjournment proposal,.Progress Energy is asking its shareholders to .authorize the holder of any proxy solicited by the 
Progress Energy board of directors to vote in favor of gk t ing  discretionary authority to the proxy holders, and.each of them individually, to 
adjourn &e Progress Energy special meeting to another time and place for d e  purpose of soliciting additional proxies. If the Progress Energy 
shareholders approve the Progress Energy adjo-ent proposal, Progress Energy could adjourn the Progress Energy special meetkg arid:any 
adjourned session of the Progress Energy special meeting and use: the add al time to solicit additional proxies, including the solicitation of 
proxies from Progress Energy shareholders who have previously voted 

The Progress Energy board of directors recommends a vote ‘TOR” the Progress Energy adjournment proposal, if necessary, to 
solicit additional proxies. For a discussion of interests of Progress Energy’s directors and executive officers. in the merger that may’be different 
from, or in addition to, the interests of Progress Energy’s shareholderk generally, see “The Merger-Jnterests of Directors and Executive Officers 
in the Merger-Interests of Direcbrs and Executive Officers ofProgress Energy in the Merger,” beginning on page E-]. 

Other Business 

Progress Energy does not intend to bring any other matters before the meetmg, and Progress Energy does not know of any matters to be 
brought before the meeting by others. If, however, any other matters properly come before the meeting, the persons named in the proxy will vote 
the shares represented thereby in accordance with the judgment of management on any such matter. 
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THE MERGER 

The discussion in this document of the merger and the principal terms of the merger agreement is subject to, and is qualified in its entirety by 
reference to, the merger agreement. We urge you to read carefully the merger agreement in its entirety, a copy of which is attached as Annex A to 
this document and incorporated by reference herein. 

General Description of the Merger 

Upon completion of the merger, Diamond Acquisition Corporation, a wholly-owned subsidiary of Duke Energy formed for the purpose of 
effecting the merger, will merge with and into Progress Energy. Progress Energy will be the surviving corporation of the merger between it and 
Diamond Acquisition Corporation and will thereby become a wholly-owned subsidiary of Duke Energy. 

In the merger, each outstandmg share of Progress Energy common stock (other than shares owned by Progress Energy (other than in a 
fiduciary capacity), Duke Energy, or Diamond Acquisition Corporation, which will be cancelled) will be converted at the effective time of the 
merger into the right to receive shares of Duke Energy common stock, with cash to be paid in lieu of ftactional shfves (other fhan in respect of 
shares held in the Progress Energy dividend reinvestment plan) The merger agreement provides for an exchange ratio of 2.61 25 shares of Duke 
Energy common stock for each share of Progress Energy common stock and provides for an adjustment to the exchange ratio to reflect the reverse 
stock split We will adjust this exchange ratio proportionately to reflect the 1 -for-3 reverse stock split with respect to the issued and outstandcog 
Duke Energy common stock that Duke &ergy plans to implement prior to, and conditioned on, the completion of the merger. The resulting 
adjusted exchange ratio is 0.87083 of a share of Duke Energy common stock for each share of Progress Energy common stock. This exchange ratio 
will not be adjusted to reflect changes in the stock price of either Duke Energy common stock or Progress Energy common stock prior to 
c ‘etion of the merger. Duke Energy shareholders will continue to hold their exlstmg shares of Duke Energy common stock, adjusted 
proportionately for the reverse stock split with respect to Duke Energy common stock. 
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Upon completion of the merger, Mr, Rogers, the current cbairxnan, president and chief executive officer of Duke Energy, will serve as 
executive chairman of the board of directors of Duke Energy and Mr. Johnson, the current chairman, president and chief executive officer of 
Progress Energy, will serve as president and chief executive officer of Duke Energy, subject to their ability and willmgness to serve. Both 
Mr. Rogers and Mr. Johnson will serve on the board of directors of Duke Energy upon completion of the merger, which at that time will be 
cr ised of 18 members, with 11 members designated by Duke Energy and seven members designated by Progress Energy. 

The combined company will maintain Duke Energy's current headquarters in Charlotte, North Carolina, following the completion of the 
merger. Duke Energy will also maintain substantial operations in Raleigh, North Carolina. Until the merger has received all necessary approvals 
and we complete the merger, Duke Energy and Progress Energy will continue operating as separate entities. The companies are targeting a closing 
by the end of 201 1, subject to receipt of the necessary shareholder and regulatow approvals discussed m this documenf although we cannot assure 
completion by any particular date. 

Background of the Merger 

The Duke Energy board of directors engages in a regular strategic planning process, and regularly reviews and discusses at board meetings 
Duke Energy's performance, risks, opportunities and strategy. Duke Energy's board of directors and management team review and evaluate the 
possibility of pursuing various strategic alternatives as part of their ongoing efforts to strengthen their businesses and enhance shareholder value, 
taking into account economic, competitive and other conditions. As part of th is process, representatives of Duke Energy from time to time have 
had conversations with representatives of other companies, but over the past two years, none of these conversations, other than those with Progress 
Energy, have resulted in Duke Energy pursuing si@icant discussions regarding a potential strategic combination of Duke Energy and another 
company. 
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The Progress Energy board of directors also engages & a regular strategic p l w g  process, includmg a pl-g retreat in September of each 
year. At each planning retreat, the board receives a presentation from management and, in recent years, from Progress Energy's financial aclvisors 
at Lazard Frkres & Co. LLC, referred to as Lazard, onpotential strategic options for the company,.including potential mergeror acquisition 
candidates. At its September 2009 meeting, the Progress Energy board of directors discussed Progress Energy's standalone strategic plan and the 
e ng electric utility industry landscape. The board also discussed&& management and the company's financial advisor L-d the potential 
bt-,,rits that Progress Energy niight realize from a strategic transaction, 'such as a merger, that would provide enhanced scale, andreviewed a range 
of potential strategic transactions. 

In June 2009, William D. Johnson, the,chairman, president and chief executive .officer of Progress Energy, had dinner with the chief executive 
officer of Company,A, another large utility"ho1ding company, ,during which they discussed, among.other thmgs, tlie possibility of a.strategic 
combination ofthe two companies. At a.dinner in October 2009, they again discussed this possibil&. Mr. Johon.also met with the chief 
executive officer of Company B, another.1arge utility holding company, later in October 2009 anddiscussed, among other things; tlie possb&iy .of 
a combination of Company B and Progress Energy. Mr. Johnson and:M&k F. Mulhern, @e senior vice president &iig chief financial officer of 
Progress Energy, met with the chief executive officer and chief financial officer of.Company:A in March 201'0 and discussed aga% the'possibility. 
of a combination. No financial or other terms of a traqaction were discussed. 

In mid-March, ,2010, at a regular meeting of the Progress Energy board of directors, Mr. 'Johnson discussed with the board acquisition activily 
in the.electric utility 'industry and his discussions with each of Company A and Company B regarding a'potential strategic combination. During 
mid- April, 201 0, Mr. Mulhem had sepparate meetings with each of the chief fmancial officer of Company A add the, chief finaricial officer of 
Company B, in each c'ase to explore fixtiler a possible business combination transaction involving such compiny and Progress Energy. 

On May 10,201 0, Mr. Johnson met.with.the chief executive officer of Company A. At this meeting, Company A's chief executive officer 
indicated that Company A would be prepared to consider a transaction involving a premium for Progress Energy shareholders typical for utility 
industry transactions. On May 11,2010, Progress Energy and Cdnipany A entered into a confidentiality-agreement+ including mutual one-year 
standstill provisions. At a regularly scheduledmeeting of the Progress Energy board of directors held on May 1% 2010,.Mr. 'Johnson updated the 
members of tlie board on the recent'meetings with Company-A and Cornpimy B. 

Between May 12 and mid-June 201 0, Progress Energy and Company A exchanged preliminary due diligence information concerning 'their 
respective businesses. 

In connection with the Duke.Energy board of directors' regular review of potential strategic merger or acquisition candidates whose financial,. 

y ,  including areview-at its February 201 0 meeting and discussions at its April 201Omeeting, Progress Energy had been idenflied as one such 
redatory and risk attributes, and mix of businesses and assets Duke Energy management view a,s representing a good strategic frtwith Duke 
I 
po~ential Combination candidate, among others, for Duke Energy: No formal or informal communications betweenthe companies' .officers or 
authorized representatives regardmg a potential business combhation occurred until late Nay 201 0, after a representative of Duke Energy's 
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financial advisor, J.P. Morgan Securities LLC, referred to as J.P. Morgan, informed Lynn J. Good, the Chief Financial Officer of Duke Energy, 
that J.P. Morgan had an upcoming meeting with Mr. Mulhern of Progress Energy to discuss general strategic matters. During the course of such 
discussion, it was decided that J.P. Morgan should gauge Progress Energy's interest in exploring a potential business cornbinationtransaction with 
Duke Energy. The J.P. Morgan representative thereafter met with Mr. Mulhem, and during the meeting discussed with Mr. Mulhern, among other 
th;---c, the strategic rationale of a potential merger with Duke Energy. On June 1,201 0, Mr. Mulhern called the representative of J.P. Morgan and 
ir 
Morgan reported these conversations to 

,ed that Progress Energy was open to discussions relating to a potential business combination with Duke Energy. The representative of J.P. 
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Ms. Good and another executive of Duke Energy, who subsequently confirmed to the representative of J.P. Morgan that Duke Energy was 
,interested in conducting conversations with Progress Energy. 

On June 14,2010; Mr. Mulliemmet with the chief financial officer of Company B and representatives of their respective financial advisors to. 
discuss financial aspects of a possible Combination of Progress Energy and Company B. At this meeting, the parties discussed that any transaction 
involving a premium for Progress Energy shareholders would likely be dilutive to Company B's shareholders. Accordingly, they agreedthat it 
would be difficult .to structure a transaction that would be advantageous to the Progress Energy shareholders and the shareholders of Company B. 

On June 17,201 0 ,q .  Johnson and John R McArthur, Progress,Energy's Executive Vice President4eneraj Counsel grid Corporate 
Secretary, met with J.P:Morgan to discuss the rationale for a potential business combipation transaction between Duke Energy and Progress 
Energy. Mr. Johnson said that he would discuss the potential transaction with the Progress Energy board of directors. The representative of J.P. 
Morgan reported these conversations to Ms. Good and another executive of &e Energy. 

On June 22,2010, the Progress Energy board of directors held a special meeting by telephone at which Mr. Johnson reviewed with the 
members of the board Progress Energjr's past contacts With Company A and discussed the recent contacts regarding Duke Energy. Represeiitatives 
of Lazard also participated in.this meeting. At: this meeting, members of the,board discussed what thsy.viewed as a lack of strategic. and operating 
benefits, and the potential regulatory approval difficulties, associated with a potential combination with Company-& but authorized management to 
continue to explore both potential combinations. 

h late June 201 0, the Duke Energy board of directors held its annual two-day strategic retreat at wbichthe boaid discussed a range of matters 
relating to Duke Energy's strategic direction At the meeting, Ms. Good discussed with the Duke Energy board the recent contacts with Progress 
Energy regarding a potential business combinatiqn of Duke Energy and Progress Energy. In Light of the Strategic rationale supporting such a 
transaction, the Duke,Energy board authorized management to explore .fin-t.her a potential business. combination with Progress Energy. 

On July 6,2010, James E. Rogers, the chairmag president and chief executive officer of Duke Energy, called Mr. Johnson and expressed his 
interest in meeting to explore a potential Combination of Duke Energy &dProgress Energy. On the call, they brieflj! discussed the strategic 
rationale for a possible combination and related matters. On July 8,,2010, Marc E. Manly, Duke Energy's Group Executive, Chief Legal'Officer 
and Corporate Secretary; called Mr. McArthui to begin'work on a confidentiality agreement in coipection with M e r  discusSio& abouta 
potential combination. 

On July 14,201 0, the Progress Energy board of directors helda special meeting to discuss potential combinations witli Company A and with 
Duke'Energy. Representatives of L e d  &so participated in this meeting. Mr. Johnson reviewed again with the members of the board the'prior 
discussions with Company A and updated the board on the recent contacts with Duke Energy. M.: Tohixion led a discussion re-wding a finapcial 
and strategic review of Progress Energy's standalone plan, including the significant capital expenditures tlmt would be r e q ~ e d  in order. to. 
modernize its generation fleet and pursue nuclear construction Mr. Johnson indicated that a combination with.Company A or with Duke Energy 
could result in increased financial strength and thereby further the goal of new nuclear construction in North Carolina andsouth Carolina. The 
board discussed the view that a combination with Duke Energy offered greater potential in achieving more strategic benefits for two primary 
reasons:. fkt, the potential Operational efficiencies associated with system integration because of the si&icantly greater operational'comections 
between the two North Carolha and South Carolina utility systems of Progress.Energy and Duke Energy, q d  second, the expected greater 
obstacles to state regulatory approval for a combiriation &th C,omp&y A. Representatives of L;izard reviewed with the board various fvxqcial 
matters with respect to potential combinatiorp.with'Company A and with Duke Energy. The board discussed these matters and concluded that 
although Progress Energy's standalone plan remained viable 
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and attractive, a strategic cornbinationmight better advance its objectives. The board determined that while it perceived the potential combination 
with Duke Energy to be more attractive &om a strategic perspective than a combination with Company A, it wanted more information and detail 
about the.nature of that propsed combination The board concluded this meeting by authorizing Mr. Johnson to continue discussions with Duke 
Energy and to report back as those discussions developed Because the development of the strategic rationale for a transaction with Duke Energy 
wc -tan early stage and no terms for a transaction had been discussed, the Progress Energy board also instructed Mr. Johnson to inform the chief 
e, .uve officer'of Company A that Progress Energy was not hterested in pur'suing fiJrther.discimions at,thattime, .but that the Progress Energy 
board would review strategic alternatives again in September. 

Following the meeting, Mr. Mulhern called the IP .  Morgan representative with whom he previously had'spoken to confirm Progress 
Energy's continued interest in pursuing a potential combination with Duke Energy and to asrange for a Geeting of.the two companies' chief 
executive officers; On' July 16; 201 0, Mr. Johnson also advised Mr. Rogers by telephone that-the,Progress Energy board of directors was interested 
in fiutherhformation concerning a potential combination with Duke Energy. 

On July 18,201 0, Mr. J o b o n  and Mr. Rogers met to discuss a wide range of topics related to a possible strategic combination. .They 
discussed the strategic rationale, for a combination, including. the potential efficiencies associated with operation of the interconnected North 
Carolina and South Carolina utilities, as well as regulatory matter& Mr. Rogers indicated to Mr. Johnson that Duke Energy could be receptive to an 
increased emphasis on the regulated utility business. Mr. Rogers also indicated that he would be receptive to moving into the role of executive 
chairman of a combined Company and havbg h. Johnson become the chief executive.officer. Mr. Rogers told Mr. Johnson that he would like 
h4r: Johnsonto meet the members of the Duke Energy board of directors. Foliowing ,the July 18, 2010 meeting John H. M$lin ID, the lead director 
of Progress Energy, authorized Mr. Johnson to meet with members of Duke Energy's board of directors to discuss strategic aspects of a transaction 
generally, but not terms of a potential transaction with Duke Energy. 

On July 19,201 0, Mr. Johnson spoke with the chief executive officer of Company A by telephone and advised him 'that,the Progress Energy. 
board of directors was not interested in pursuing discussions concerning a potential combination with Company A at that time, but that the 
Progress Energy board of directors would review strategic alternatives again in September. 

On July 29,201 0, Duke Energy and Progress Energy entered into a mutual confidentiality agreement, includuy: mutual 18-month standstill 
provisions. On July 29and August 2,2010, Mr. Johnson met with separate groups of ,the Duke Energy board of,directors. At these meeimgs, 
Mr. , Jolmon and the members of the Duke Energy board of directors discussed general electric utility industry trends, issues involved in potential 
nuclear plant constructions, and potential strategies for a combined company, among other topics. For the members of the Duke Energy board of 
directors, these meetings provided an opportunity for the directors to get to know Mi. Johnson, but there was .no discussion of the potential terms of 
a transaction between the c o m p ~ e s  at these meetings. In early August 2010, Ddce Energy and Progress Energy exchanged fkancial information 
f 3 purpose of beginning their mutual due diligence. 

On August 4,201 0, Mr. Manly and Mr. McMiur discussed relaming Skadden, A r p s ,  Slate, Meagher & Flom LLP as joint regulatory 
counsel to analyze a possible combination of Duke Energy and Progress Energy. The companies retained Skadden A r p s  as joint regulatory counsel 
on August 6,201 0. 

On August 9,201 0, the Progress Energy board of directors held a special meeting by telephone. At this meeting, Mr. Johnson updated the 
board on his meetings with Mr. Rogers and with members of the Duke Energy board of directors and indicated that due diligence for a potential 
transaction between Duke Energy and Progress Energy had begun, including f m c i a l  and regulatory reviews. Members of the Progress Energy 
board of directors noted that they viewed the strategic emphasis on the regulated utility business as critical to the value of the potential transaction, 
that the corporate governance and organizational structure of the combined company 

47 

Table of Contents 

created by the combination of Duke Energy and Progress Energy would have to support that strategy, and that they viewed having Mr. Johnson as 
the chief executive officer of the combined company as an important element in ensuring implementation of that strategy. The Progress Energy 
board of directors determined that Mr. Johnson would keep Mr. Mullin apprised of developments with respect to the discussions between Duke 
Energy and Progress Energy, and that Mr. Johnson would provide the Progress Energy corporate governance committee with periodic updates and 
consult it for guidance in between meetings of the full Progress Energy board of directors The corporate governance committee was comprised of 
the lead director and the four board of directors standing committee chairs, all of whom were independent hectors, and its charter provided that it 
would consider strategic alternatives such as mergers. 

On August 10,201 0, Mr. Mulhern and Ms. Good, along with other representatives of Progress Energy and Duke Energy, including 
re-wentatives of Lazard and J.P. Morgan, met and discussed the financial projections of the two companies. They also discussed certain other 
i , including the status of various state regulatory matters. Duke Energy and Progress Energy also agreed to jointly engage Booz & Co. to 
review potential efficiencies in connection with a merger between the two companies. 
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On August 19 and 20,201 0, Mr. Mulhem and Ms. Good, as well as other executives of Progress Energy and Duke Energy, met and had 
follow-up discussions concerning the two companies’ financial projections, met with consultants firom Booz & Co., discussed each other’s 
signifcant state regulatory proceedings and discussed Duke Energy’s unregulated and international businesses. They also discussed the state. and 
federal regulatory approvals necessary for a combination of Duke Energy and Progress Energy. Representatives of Wachtell, Lipton, Rosen & 
K -  ’ legal counsel to Duke Energy, Skadden A r p s ,  Lazaid and J.P. Morgan participated in &ese meetings. 

On August 24,2010, the Duke Energy board of directors held a.meetjng, at whichm. Good q d  other membe.; of Duke Energy’s 
management provided an update as to the potential c,ombination Virith Progress Energy, and smmarized vaiious operational and financial metrics 
of Progress Energy. Members of Duke Energy management also described the due diligence that had been conducted to date with respect to 
.Progress Energy and summarized their frndings. Ms. Good and Mr. Manly also described the possible transaction timeline and next steps, which 
included continued due diligence and assessment of tlie benefits of a potent& combination. 

On August 26,2010, the Progress Energy corporate govemance committee held a telephonic meeting. Representatives ofLaZard and 
Hunton & Williams.LLP, legal counsel to Progress Energy, also participated. A representative oFHunton & WilliaiTls discussed the Progress 
Energy directors’ fiduciary duties under North Carolina law. The committee also discussed matters involving the interest of:the Progress Energy 
management team in the potential transaction Mr. Johnson discussed t h ~  results of the due diligence meetings with representatives of Duke Energy 
to: date, including the discussions.around operating efficiencies and federal regulatory approvals. The board discussed with representatives of 
Lazard and management the potential financial and strategic’benefits that the Progress Energy shareholders might receive in a combination with 
Duke Energy. The committee discussed the key items to be addressed;in evaluating a combination with Duke EnergL, ipcludhg the combined 
company strategy and organizational structure to support that strategy, the financial terms of a transaction.and the regulatoxy approval strategy. 
Mr. Johnson informed the members of the committee that he and Mi. Rogers were discussing their views on the appropriate organizational 
philosophy to support the combined company’s strategy but that these discussions were too preliminary to begin discussions on specific 
management structures. The committee authorized Mi. Johnson to continue discussion with Duke.Energy and to report proposals back to the 
committee or full board, as appropriate, for guidance on responding. That evening, Mr. Johnson and Mi. Rogers met for dinner and had M e r  
discussions about the potential transaction. Mi. Johnson and Mr. Rogers also spoke by telephone on September 2,201 0 and discussed the status of 
due diligence efforts and the potential process for moving forward. 

On September 3,2010, the Duke Energy board of directors held a special meeting by telephone conference. At the.meeting, Mr. Rogers 
updated the board on his August 26 meeting and subsequent telephone conversation with IvLr. Johnson, and said that he and Mi. Johnson had agreed 
to continue discussions at an upcoming industry 
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meeting and to arrange for a meeting of the companies’ lead directors and themselves. hk .  Good discussed with the board a financial overview of 
the effect of combining the two companies and updated the board on the status of due diligence efforts. The Duke Energy board also formed an ad 
hoc Transaction Committee, composed of the chairpersons of the standug committees of the board, to be available between full board meetings in 
an advisory capacity with respect to continuing discussions with Progress Energy regarding a potential business combination, if the need arose. 
The Transaction Committee met on October 14, 2010, as described below. 

Mr. Johnson and Mr. Rogers spoke by telephone on September 15,201 0, and Mr. Rogers indicated that Duke Energy was interested in 
moving forward with discussions. Mr. Rogers discussed an illustrative exchange ratio in a range of 2.5 to 2.6 shares of Duke Energy common 
stock for each outstanding share of Progress Energy common stock, but said that Duke Energy’s frnancial and efficiency review was prelim-. 
Mi. Johnson advised Mr. Rogers that he would report on these developments to the Progress Energy board of directors. 

On September 16 and 17,201 0, the Progress Energy board of directors had its annual strategic plauniUg meeting. Representatives of Lazard 
and Hunton & Williams participated. At this meeting, Mr. Johnson conducted a review of and discussed with the b a r d  Progress Energy’s 
standalone plan, including fmancial projections. Mr. Johnson noted that while the plan continued to be viable and attractive, Progress Energy faced 
challenges including having sufficient scale to successfully manage the high capital requirements and fmancial risks associated with the coming 
long-tern, policy-driven transformation of the industry and the Company’s generation system. The Progress Energy board then reviewed potential 
strategic alternatives and discussed at length the possible combination with Duke Energy. Hunton & Williams reviewed for the board its fiduciary 
duties in connection with its consideration of strategic alternatives, including a transaction between Progress Energy and Duke Energy. 
Mr. J o b o n  presented an overview of the potential advantages of a transaction with Duke Energy, including increased financial strexth, potential 
for greater earnings and dividend growth, concentrated strategic focus on a geographically diverse set of regulated utilities, and potential financial 
benefits from strategic initiatives concerning Duke Energy’s businesses that had been publicly identified by Duke Energy. Representatives of 
Lazard reviewed its preliminary financial analysis of the combination and discussed with the board and management the potential financial and 
c 
e &sed preliminary views on potential efficiencies for such a combination Board members again observed that due to the importance they 
placed on the combined company’s strategic focus on the regulated u.tility business, their support for a transaction would depend on alignment 

:ic benefits the combination could create. Mr. Johnson reviewed for the board his view of the optimal strategy for the combined company and 

h ~ : / / ~ . s e c . g o v / ~ c ~ v e s / e ~ ~ / ~ ~ 1 3 2 6 1 6 0 / 0 0 0 1 1 9 3  1251 109251 7/&4a,htm[4/21120 11 1 1 :26:49 AM] 



Amendment No. 1 to Form S-4 

between the two boards and management teams on that strategy and on a corporate governance and organizational structure that would support that 
strategic focus. The Progress Energy board of directors also concluded that the potential combination with Duke Energy continued to be more 
attractive than a possible combination with Company A due to factors including greater operational efficiencies, fewer expected obstacles to 
regulatory approval and potential financial benefits &om strategic initiatives. Accordingly, the Progress Energy board of directors instructed 
Ivr ’+nson to c o n f i i  to the chief executive officer of Company A that Progress Energy was not interested in pursuing further discussions with 
C -.any A at that time. Several days after the meeting, Mr. Johnson called the chief executive ofticer of Company A and advised him that the 
Progress Energy board of directors had agah reviewed the Company’s strategic options and was still not interested in pursuing a transaction with 
Company A at that h e .  

On September 20,201 0, the Duke Energy board of directors held a special meeting by telephone conference at which Mr. Rogers discussed 
with the board his ongoing conversations with Mr. Johnson. In addition, Ms. Good discussed with the board preliminary views onpotential 
efficiencies and other ongoing efficiency evaluation efforts, and reviewed the status of Duke Energy’s due diligence investigation Ms Good also 
discussed with the board a f m c i a l  overview of the effect of combining Duke Energy and Progress Energy assuming a range of potential merger 
exchange ratios and a range of potential retained synergy levels. Mr. Manly discussed with the board the regulatory approvals that would be 
required to complete a business combination with Progress Energy. 

Later in the day, Mr. Johnson advised Mr. Rogers by telephone that the Progress Energy board of directors was interested in continuing 
discussions about a transaction, but wanted more detail about Duke Energy’s 
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proposed terms of such a transaction before arranging a meeting between the lead directors of the companies. Over the come of the following 
week, two members of the Progress Energy board of directors spoke informally with members of Duke Energy’s board of directors and confiied 
their common viewpoint on strategic aspects of the proposed combination. 

On September 26, 201 0, Mr. Johnson and Mr. Rogers met and discussed a range of topics, including the optimal business strategy for the 
combined company and how best to organize management in order to implement that strategy. 

On October 1,201 0, the Progress Energy corporate governance committee held a telephonic meeting in which Hunton & Williams 
>;pated to discuss the proposed transaction. 

On October 2,201 0, bfr. Johnson and Mr. Rogers met and Mr. Rogers discussed with Mr. Johnson an illustrative outline that reflected a 
preliminary and non-binding exchange ratio in a range of 2.5 to 2.55. The illustrative outline also reflected a board of directors of the combined 
company that would be composed of ten designees from Duke Energy and five from Progress Energy and reflected that Mr. Rogers would serve as 
the executive chairman and Mr. Johnson as the chief executive officer of the combined company, and that the name of the combined company 
would be Duke Energy Corporation, with corporate headquarters in Charlotte, North Carolina and a significant presence in Raleigh, North 
Carolina. 

p. 

On October 5,201 0, the Progress Energy corporate governance committee held a telephonic meeting. Representatives of Lazard and 
Hunton & Williams also participated Mr. Johnson provided the committee with a report on the illustrative outline discussed with Mr. Rogers. The 
committee determined that Progress Energy should not pursue a transaction based on the exchange ratio and board composition contemplated in the 
illustrative outline. Mr. Johnson told the committee that he would inform Duke Energy of the committee’s determination. 

On October 6,201 0, Mr. Johnson and Mr. Rogers met and -Mr. Johnson conveyed the Progress Energy corporate governance committee’s 
determination that the exchange ratio and board composition reflected in the illustrative outline discussed on October 2,201 0 were not acceptable, 
and indicated, based on discussions with the Progress Energy corporate governance committee, that an exchange ratio of between 2.6 and 2.65 
might be acceptable to the committee. Mi. Rogers indicated that Duke Energy was interested in continuing to discuss a possible transaction and 
that the two companies should continue their work in order to determine whether mutually satisfactory terms could be achieved 

On October 12,201 0, Mr. Mulhem met with Ms. Good, together with representatives of Lazard and J.P. Morgan, to review and discuss 
valuation matters relating to the combination of the companies. Mr. Mulhem reviewed the Progress Energy corporate governance committee’s 
reasons for its view that the exchange ratio should be in the 2 6 to 2.65 range and that, based on Progress Energy’s review and the financial 
projections prepared by Progress Energy and by Duke Energy, a combination could be accretive on an earnings per share basis to Duke Energy 
within that range. Ms. G o d  reviewed the reasons for Duke Energy’s view that the exchange ratio should be in the range of 2.5 to 2.6, includmg 
their belief that it would be substantidy accretive to the adjusted earnings of Progress Energy shareholders in that range. 

3n October 14, 201 0, the Transaction Committee of the Duke Energy board of directors met via telephone conference. At the meeting, 
h-. Joodreviewed with the committee the recent discussions with Progress Energy regarding valuation, including Progress Energy’s views on an 
acceptable exchange ratio, and discussed with the committee her views on the appropriateness of the range of exchange ratios under discussion in 
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light of comparative stock tradmg prices and potential efficiencies that might be achieved through a combination of the companies. The participants 
also discussed issues of board cdmposition and organizational models of a combined company board. The committee confirmed that Mi. Good, 
with the assistance of J.P. Morgan, should continue 
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her efforts with her counterpart on valqition matte& and determined to request that Mr. Johnson meet with the Duke Energy board or a subset of 
its members to further discuss organizational models.for a combined company. 

OnOctober 15,201 0, Mr. Johnson andMr. Rogers spoke by telephone and Mr. Rogers indicated that he believed.the two companies could 
ultimately be able to agree to mutually satisfactory terms and should continue seeking to'reach agreement on ari acceptable exchange'ratio and 
board composition that would satisfy each company's. objectives, subject to M e r  financial and regulatory review; .including with respect to 
efficiencies +d how ac$ieved efficiencies cduld impact possible accretion 

On October 20,2010, the Progress Energy corporate governance committee held a telephonic meeting, with representatives of Hunton & 
Williams participating. Mr. Johnson updated the committee on llis conversations with Mr. Rogers: Mr. Johnson also updated the committee on 
recent developments concerning issues surrounding Duke Energy's Edwardsport plant in Indiana The committee agreed that continued discussions 
concerning a transaction between:Duke Energy and Progress Energy would be appropriate, including a meeting of the lead directors, and that the 
Progress Energy organization and Compensation cowittee should engage a consultant to advise on employee benefits'magers related to.the 
potential trimaction 

Also on October 20, 201 0, Duke Energy and Progress Energy granted each other (and their representatives) access to electronic data rooms 
containing additional confidential materials regarding various business, financial, legal, regulatory, employee bene!& and other matters regarding 
their respective businesses. The parties continued to exchange ,Sonnation and hold conference calls for due diligence purposes during the next 
several weeks. 

On October 22, 201 0, representatives of Progress Energy and Duke Energy met with representatives of Booz & Co. to discuss preliminary 
views on potential efficiencies and to discuss state regulatory approval matters. Separately onthat day, Mr. McAichur and Mr. Manly met to 
8 rs certain employment matters. .Mr. Manly described generally Duke Energy's view 'that Progress Energy executives who would become 
e. hives of the combined company and relocate from Raleigh to Charlotte as part of a combination should waive their right.to have that 
relocation trigger change-in-control benefits under 6xisting Progress Energy .arrangements. Mr. Manly also.said that Duke Energy expected to 
propbse a term sheet to Mr. Johrison covering the material terms-of his post-closing employment by Duke:Energy, and expected that Mr. Johnson 
would sign the.term sheet concurrently with execution.of amerger agreement Early the next week, Messrs. Jolmson and Roge.rs spoke by 
telephone and discussedthat a meeting among them andtlie two companies' lead &ectors would be.appropriate. 

'The.board of directors of Duke Energy held a regular meeting on OctoberZ6, 201 0, at which the board discussed the potential business 
combination with Progress, Energy, Ms. Good descnied the meetings held during the preceding week.between representatives Of,Duke Energy and 
Progress Energy and ,discussed potential efficiencies ofthe triixaction and the potential accretive&lutive impact of @e transaction on each 
company's.eamings per share. Ms. Good also disc,ussed with the board certain other fmancial matters relating to the possible combination, 
i n c l u w  projections of earnings. per share based on pro forma information and revisions to the respective business plans of the.two companies. 
Mr. Rogek also reported on his conversation with Mr. Johnson and indicated that they believed a meeting among them and the two companies' 
lead directors wodd be.appropriate. 

On November 13, 201 0, Mr. Johnson and Mr. Rogers met and discussed a range of topics, includmg the business strategy and organizational 
design for the combined company, the potential timeline for completmg an agreement relating to the proposed merger, the potential allocation of 
roles and responsibilities between the executive chairman position and the chief executive officer position, and potential other members of the 
combined company's management team. 

On November 15, 201 0, Mr. Johnson, Mr. Mullin, Mr. Rogers, and Ann Maynard Gray, the lead director of Duke Energy, met and discussed 
a range of topics, including each company's viewpoint of potential financial 
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\ teL ..., for the proposed transaction, business strategy and organizational design for the combined company, Duke Energy's non-regulated business 
operations, the status of Duke Energy's Edwardsport plat& board composition and regulatory approval matters. Mr. Mullin and Ms. Gray then met 
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privately. Mr. M& conveyed the view of tlie Progress Energy board of directors regarding the business strategy of the combined company and a 
corporate govemauce and organizational structcrre that would allow Mr. Johnson the ability to execute that strategy. Ms. Gray conveyed the Duke 
Energy board of directors' interest in the Combination and that a merger would be, accretive to the shareholders of Progress Energy. 

OnNovember 16, 201 0, the Progress Energy corporate governance'committee held a telephonic meeting, with representatives of Hunton & 
a s  participating, and received an update on the previous day's meeting. In response to questions from committee members, Mr. Johnson and T6 

fi? McAxthuf provided infomation on developments with respect to.the Duke Energy Edw&rdsport plant matters. &e conunkee approyed'of 
Mr. Johnson's attendance at ah upcoming Duke Energy bogrd meeting imd suggested that Mr. Rogers be ixivited to the Progress Energy board of 
directors' December meeting iEsufficient progress toward a transaction had been made at that time. The next day, Duke Energy provided a draft 
merger agreement ;to Progress Energy. 

3.P. Morgan also were in attendance. Mr.hkdy and the representative of.Wachtel1Lipton +cussed wi& the board memberstheir fiduciary duties 
in connection with consideration of a potential trsnsaction. The board heard a'full report onthedue diligence. that had been conducted with respect 
'to Progress Energy and the.findmgs of that diligence. The board discussed, among other..thmgs, .the due' diligence 'findings with respect tb the 
nuclear fleet owned and operated by Progress Energy, its other generation operations, the environmental health and safety experience of Progress 
Energy, change of control matters, pension, goodwill, treasury and tax and certain regulatory matters. The board also discussed the value. 
proposition of a possible Combination with Progress Energy, the potential economics and efficiencies of sucha combination andvarious standalone 
and combined fmancial aqdcredit metrics and considerations. The board considered certain potential tenhs of the combination, including the 
proposed roles'of Mr. Johnson as the chief executive officer and Mr. Rogers as the executive chairman and that the headquarteis would be in 
Charlotte, North Carolina. The board also discussed regulatory matters, and authorized management to continue exploring the potential 
combination. Following this meetmg, the Duke Energy board met with Mr. Johnson and discussed the potential Combination further, includmg 
several topics discussed b their prior meeting regarding due diligencematters. 

The Duke Energy boaraof ditectors 'held a meeting onNovember 19, 2010, at which representatives of management, Wachtell Lipton.and 

OnNovember 20, 201 0, Mr. Jolmon met individually in,Charlotte with,senior executives of Duke Energy, and Mr. Rogers.,met individually. 
in Raleigh with senior executives of Progress Energy, to discuis the senior executives' potential roles h ' the event of a'combined company. The 
following day, Messrs. Rogers and Johnson spoke by telephone and discussed these meetings. 

OnNovember 22, 201 0, the Progress Energy board of directors held a special meeting to discuss the proposedtransaction Representatives of 
Lazard and Hunton & Williams were in attendance. A representative of Hunton & Williams discussed with the board members their fiduciary 
.duties h connection with consideration of the proposed transaction. Mr. Johnson reviewed for the board the strategic rationale for, and potential 
benefits of, the proposed transaction, provided a summary of illustrative key terms, and discussed the potential f&ci$ efficiencies. Mr. Mulhern 
r Ted the challenges kid opportunities of Progress Energy's ctirrent standalone p l q  Representatives of Lazard then reviewed Lazai-d's 
premninary f m c i a l  d y s i s . o f , a  potential transaction with Duke Energy. The board also received a report from. management on the results. of the 
due diligence investigation of Duke Energy, includkg,with respect to certain claims against'Duke Energy.arising from the Crescent.Resources 
bankruptcy andmatters relating to Duke Energy's Edwardsport, Indianaplant and Duke Energy Ohio's Electric Security 'Plan. 'Mr. McArthur 
reviewed the regulatory approvals that would be required for the proposed traqaction and the anticipated strategies for achieving them. 
Mr. Johnson reviewed various risks associated with the proposed'transaction. Finally, the board met in executive session with representatives of 
Hunton & Williams and discussed the proposed roles of tlie company's senior management teani in the combined compdny. 
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On December 5,201 0, Mr. Johnson and Mr. Rogers met and continued their discussions on organizational structure for the combined 
company and the allocation of duties and respons 
Progress Energy board of directors' expectation that the exchange ratio would be in the 2.6 to 2.65 range. Mr. Rogers reaffmed the Duke Energy 
board of directors' view that the exchange ratio should be in the 2.5 to 2.6 range. 

s between the executive chairman and the chief executive officer. Mr. Johnson reiterated the 

On December 7,201 0, Mr. Rogers met with the Progress Energy board of directors prior to its regular meeting in Raleigh, North Carolina. 
Mr. Rogers discussed, among other thmgs, his background in the energy industry, Duke Energy's current businesses, the rationale for the proposed 
transaction and his views on how he and Mr. Johnson would implement the agreed business strategy. 

On December 8,201 0, an outside compensation consultant reviewed with the compensation committee of the Duke Energy board of directors 
information regardmg executive compensation benchmarks, which the committee considered in developing a proposed term sheet for ceriain 
material terms for Mr. Johnson's proposed post-closing employment by Duke Energy. The committee discussed these benchmarks and material 
terms and instructed management to prepare a proposed term sheet reflecting these terms. Following the meeting of the compensation committee, 
1\ ' ' M y  telephoned Mr. McArthur to describe some of the components of the term sheet that Duke Energy intended to propose. Also on 
L nber 8,201 0, the corporate governance committee of the Duke Energy board of directors held a meeting at wbich Ms. Gray, the chair of the 
committee, provided an update regardkg discussions with Progress Energy and discussions relating to the potential composition of the board of 
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directors of the combined company. 

On December 9,201 0, the Duke Energy board of directors held a meeting at which Ms. Good provided an update to tlie board of directors 
regarding discussions with Progress Energy, including the senior management meetings that had taken place, and described certain items that 
rerained subject to further negotiation, such as exchange ratio andboard composition. Management of Duke Energy also provided a due diligence 
u 
discussed other aspects of a potential transaction, includmg potential timeline and financial aspects of the potential combination. 

, including with respect to Progress Energy’s proposed Levy nuclear facility, the Crystal River 3 facility and other matters. The board also 

On December 14, 201 0, Mr. McArthur, Mr. Mdhern and other representatives of Progress Energy met with Mr. Manly, Ms. Good and other 
representatnes of Duke Energy to discuss potential post-announcement communication and investor relations strategies Mr. McArthw, 
Mr. Mulhem, Ms. Good and Mr. Manly also met separately to discuss issues concerning employee benefits, organizational structure and 
management team Composition. 

On December 18, 201 0, Mr. Johnson and Mr. Rogers met and discussed, among other things, a revised illustrative outline for the proposed 
transaction that reflected, among other terms, an exchmge ratio between 2.6 and 2.625, a pro forma board composed of tenDuke Energy designees 
and seven Progress Energy designees (plus a one year extension of the normal retirement age for an additional Duke Energy director with specific 
nuclear industry experience, for a total of 11 Duke Energy designees), and Duke Energy designees chairing four of the combined company’s six 
board committees. The outline also reflected that Progress Energy executives who would be executives in the combined company would waive 
certain change of control triggers in their employment arrangements relating to relocation, job title and certain other matters. Mr. Johnson and 
Mr. Rogers also continued their discussion of the allocation of roles and responsibdities between the executive chairman and the chief executive 
officer. 

On December 20, 201 0, the Progress Energy corporate governance committee held a telephonic meeting. Mr. Johnson gave an update on 
negotiations with Duke Energy, and a representative of Hunton & Williams reviewed with the committee the draft merger agreemenf a copy of 
which had been distributed to the committee Among the matters discussed were the representations, warranties, and interim operating covenants, 
the standards for obtaining required regulatory approvals and related closing conditions, the circumstances under which 
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t, 
adverse effect” andthe provisions for replacing designated directors and executives who were unwilling or unable to serve. 

uition fees would be paid and the amounts of those fees, the termination date of the proposed merger agreement, the definition of “material 

On December 21,201 0, tlie corporate governance committee of the Duke Energy board of directors held a meeting at which the committee 
discussed the potential composition of the board of directors of a combined company. 

On December 22, 201 0, representatives of Hunton & Williams and Wachtell Lipton discussed the merger agreement revisions that Huntm & 
Williams had previously transmitted to Wachtell Lipton Representatives &om Progress Energy, Hunton & Williams, Duke Energy, and Wachtell 
Lipton continued to negotiate the terms of the merger agreement through January 7,201 1. 

On December 23, 201 0, Mr. Manly delivered to Mr. McArthur a term sheet proposing the material terms for Mr. Johnson’s post-closing 
employment by Duke Energy, reflecting the views of the compensation committee of the Duke Energy board of directors discussed at its 
December 8,201 0 meeting. Mr. McArthurreviewed this term sheet witli Mr. Johnson and with E. Marie McKee, the chairwoman of the Progress 
Energy board’s organization and compensation committee, and with tlie committee itself at a meeting held on January 5,201 1. Mr. Johnson 
executed the term sheet with no substantive revisions on January 8,201 1 in connection with the execution of the merger agreement. 

During the period between December 18 and 28,2010, Mr. Johnson and Mr. Rogers spoke by telephone on several occasions. Among other 
things, Mi. Rogew proposed that all 1 1 Duke Energy directors remain on the combined company’s board of directors and that the retirement age 
for the combined company board of directors be raised above 70. 

In late December, Progress Energy engaged Barclays Capital as a financial advisor and to render a fairness opinion concerning the exchange 
ratio in the merger. Thereafter, Progress Energy provided financial information to Barclays Capital. On December 29,201 0, Duke Energy 
contacted Merrill Lynch, Pierce, Fermer & Smith Incorporated, referred to as BofA Merrill Lynch, in connection with engaging BofA Menill 
Lynch to render a fairness opinion concerning the possible merger. Duke Energy began providing financial information to BofA Menill Lynch on 
December 30,201 0, and continued providing additional financial information to BofA M e d  Lynch thereafter. 

OnDecember 30, 201 0, Mr. Johnson and Mr. Rogers spoke by telephone. Mr. Rogers indicated that Duke Energy was anticipating 
s+ -turing its proposal to include an exchange ratio yielding approximately a 5% premium for Progress Energy’s shareholders, without indicating 
i ,dit exchange ratio, and an 1 1-7 split of seats onthe combined company board of directors. Mr. Johnson responded that the proposed 
percentage premium indicated an exchange ratio, based on current trading prices, below the range specified by the Progress Energy board of 
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directors He said that the proposal would therefore likely not be acceptable to Progress Energy’s board of directors but that he would report it to 
the Progress Energy corporate governance committee. 

OnDecember 30 and 31,201 0, Mr. Rogers reported his discussions with Mr. Johnson to each of the members of the Duke Energy corporate 
governance committee and obtained their input On December 31,201 0, the Progress Energy corporate governance committee held a telephonic 
n g, with representatives of Hunton & Williams participating. Mr. Johnson described for the committee his most recent discussions with 
Mr. Kogers. The committee directed Mr. Johnson to advise Mr. Rogers that Duke Energy’s proposal was not acceptable. Mr. Johnson relayed that 
message to Mr. Rogers on January 1,201 1. 

On January 2,201 1, Mr. Johnson and Mr. Rogers spoke by telephone. Mr. Rogers indicated that assuming agreement on other matters, he 
believed Duke Energy would be prepared to agree to a board composition of 11 Duke Energy designees and seven Progress Energy designees with 
a retirement age of 71, and Mr. Rogers indicated that he would be prepared to recommend an exchange ratio of 2.6. 
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On January 3,201 1, the Progress Energy board of.directors’he1d a telephonic meeting. Mr. Johnson gave an update onhis recent discussions 
with Mr. Rogers. Hunton & Williams then reviewed with the board the principal terms of’tlie proposed merger agreement, a draft of which had 
been distributed to the board, &nd the Status of negotiations. Also on January 3,201 1, the compensation committee of the Duke Energy board of 
directors held a telephonic meeting. During the meeting, the cornpeaation committee reviewed the, compensation &d benefits’ related terms of the 
proposed merger agreement and the status of negotiations with respect to the open compensation and benefits-related issues ofthe proposed 
transaction, including the compensation arrangements relating to Mr. Johnson’s andMr. Rogers’ post-closing employmentwith Duke Energy and 
the waivers (waiving the right to terminate for “good reason” upon a relocation or upon certain other changes) that would be required from 
Progress Energy executives in order to become executives of the combined company. 

On January 4 and 5, ,201 1, representatives of Progress Energy andDuke Energy met in New York City to prepare for q d  meet with two 
credit rating agencies to discuss the credit profde of the cqmbined company. M?. Johnson met privately with Mr. Rogers on Jan~~ary 4,201 1 apd. 
emphasized that Duke Energy would need to offer an exchange ratio within Progress Energy’s previously describedrange. 

On January.5,2011, the Duke Energy board of directors held a special meeting to review the proposed transaction. Representatives of Duke 
E ,y’S management and legal and fmancial advisors participated in the meeting. The representative’of Wachtell Lipton discussed with the board 
its fiduciary duties in connection with consideration of the proposed transaction In addition, the representative of Wachtell Lipton, together’with 
Mr. Manly, discussed withthe boardthe material provisions.of the proposed merger agreement a -,of which had been distributed to the board, 
and the proposed amendment to the amended and restated certificate of incorporation of Duke Energy effecting a 1:2 or 1 ;3 reverse stock split of 
Duke Energy’s common stock (with the ratio of the reverse stock.split to beidetermined subsequently by the Duke Energy board after consultzition 
with Progress Energy). Duke Energy’s ma.nagement.discussedthe proposed’transaction with the board, idcludmg the .terms ofthe transaction and 
its strategic rationale, the financial metrics ofthe proposedtransaction, the discussions earlier in the week withthe ratings agencies, the’coinpletion 
of due diligence, required regulatory’approvals, and the proposed.goyernance and management structure: of the comb,ined compiiny. Mr. Roger$ 
reported that Progress Energy wds requesting .dil exchange ratio. above 2.6, within Progress Energy’s previously deicnbed range. J.P..Morgaiand, 
BofA Merrill Lynch each discussed.with the board fmancial aspects of the proposed transaction, assuming a range of potential exchange ratios, 
includmg. fmancial overviews of the two companies and the potential combined company. The independent directors also met in executive session 
to discuss the proposed term sheets with respect to Mr. Jobon’s and Mr..Roge&’ compensation as part of the combined company. The board 
authorizedthe Duke Energy management and advisors to seek to finalize the proposed transaction and agreed to meet ag& by’conference call on 
Jan~~ary 8,201 1 $‘the proposed transaction were ready for final considehtion by then. After the meeting concluded, Mr. Rogers and,Mr. Johnson 
spoke by telephone and Mr. Rogers indicated that the Duke Energy board of directois waS supportive of the transaction and wgnted to seek final 
resolution of all terms. 

On January 6,201 1, various news outlets began reporting on a possible transaction involving Duke Energy and Progress Energy. 

On January 7,201 1, the Progress Energy board of directors held a special’meeting to review the proposed transaction Represenptives of 
Lazard, Bai-clays Capital and Hunton & Williams p,dcipated in &e meetug. Mr. Johnson updated the board on the most recent negotiati,ons and 
reviewed the strategic rationale for, and.risks associated with, the proposed transaction and the proposed govemance and organizational structure of 
the combined company. Mrs. McKee, as chair of the Progress Energy organization and compensation committee, presented the resolution of a 
number of employee benefit issues, including treatment of incentive compensation awards, assumpfion of the Progress Energy Supplemental 
Executive Retirement Plan and a term sheet for Mr. Johnson concerning his employmentwith the combined company. Mi. McArthur updated the 
board members on the necessqr federd and state regulatory approvals and related matters. The board also received an update on the results of the 
dv- %igence process relating to the proposed tramaction Hunton & Williams .discussed with 
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thp '-7ard its fiduciary duties in connection with the proposed transaction and updated the board on the status of certain open items in the merger 

ai . 
Lazard and Barclays Capital each made presentations concerning their respective f i i c i a l  analyses of.the proposed transaction and each informed 
the boqd that on the following day they would be prepared to deliver to the board theirrespective opinions that an expected exchange ratio of 2.6 
or higher in the merger was fair, from a f i i c i a l  point of view, to the Progress Energy shareholders. The board then reviewed a draft of the 
resolutions authorizing the transaction for the'board's consideration at its telephone meeting the next day. The board then met in executive session 
with repres,entatives .of Hunton & Williams to discuss matters involving the interest of the ProgressEnergy management team. A meeting was then 
scheduled for the following day to consider approving the.transaction 

aent Mi-. Muhem described forrthe board the positive reaction from the credit rating agencies to the proposed transaction. Representatives of 

Later that evening, Mr.. Rogers and Mr. Johnson spoke by telephone to d@cuss:the Progress Energy board meeting. On that call, Mr. Rogers 
indicated that he wak wilhng to recommend a final exchwge ratio of2:6125 to the;Duke Energy board of directoe and an 11-7 split of seats on the 
combined company board of directors with a retirement age of 71 for directors. Mr. Johnson indicated that h e  was also prepared to recommend 
these terms to the Progress Energy board of directors. 

On January 8,201 1, the Duke Energy board of directors held a special telephonic meeting to review and consider the proposed transaction. 
Re$resentatives of Duke Energy's management and legal' and financial advisors participated in the meeting. The representative,of Wachtell Lipton 
reviewed with the.board its fiduciary duties in connection with consideration of the.proposedtransaction Mr. Rogers advised the board that on 
J,anuary 7,201 1, he received a letter from the chief executive officer of Company A, which also had,contacted J.P. Morgan on January 6,201 1 
following market speculation regarding a possible transaction between Duke Energy and Progress Energy on January 5,201 1. The letter stated 
Company A's interest in commencing discussions.regarding a transaction involving Company A and Duke Energy and stated Company A's belief 
that, subject to due diligence, Company A was in a position to offer Duke Energy a premium of 10%-15%. Mr. Manly provided the board with an 
update reg+ding finalization of the merger agreement with Progress Energy. Mr. Rogers reported that, following discussions between Duke 
Energy and Progress Energy, he and Mr. Johnson had agreed to recommend an exchange ratio of 2.6125, which Mr. Rogers viewed as the midpoint: 
between the positions of Duke Energy and Progress Energy ai  of the last Duke Energy board meeting and still financially fair to, and in the best 
interests of, Duke Energy's shareholders. hls. Good discussed with the board the implied value of the proposed exchange ratio relative to the 
parties' stock prices as of January 5,201 1. J.P. Morgan and BofA Merrill Lynch reviewed with the board their respective financid analyses of the 
2.61 25 exchange ratio and each sep&ately rendered to the board its oral opinion, confiied by delivery of a written opinion dated January 8,201 1, 
tr "-9 effect thac as of that date and based on and subject to the assumptions, procedures, qualifications and other matters set forth in such opinion, 
L 5125 exchange ratio provided for in &e merger agreement was fair, from a financial point of view, to Duke Energy. The members of the 
board then further discussed with Duke Energy's.rnan+ement and advisors the letter received from Company' A, which Mr. Rogers read to the 
boardln full, noting that the leiter did not constitute a bindug offer but only was a n  invitation to negotiate and was subject to due diligence and 
other. conditions and uncertainties. The representative of Wachtell Lipton reviewed the provisions ofthe merger agreement that would permit Duke 
Energy to discuss and ultimately to accept an unsolicited superior competing proposal were one to be made following execution of the merger 
agreement, 'subject to payment.of a termination fee $Duke Energy accepted such a proposal. The Duke'Energy board co&dered the conditionality 
and 0ther'~icertainties of Company A's invitation to negotiate, the fact.that.the merger agreement with Progress Energy llad been f d y  negotiated 
and the potential risk of losing the transaction viritli Progress Energy ;i the event of any further delay, as well as the merger agreement.provisions 
that would allow Duke Energy to terminate the agreement to accept a superior proposal should Company A or another party make such a proposal, 
and determined that the interests of Duke Energy shareholders would not be served by delaying ,execution of the merger agreement in order to 
pursue discussions with Company A. The members of the board considered and discussed these matters and the other information presented at the 
meeting $d at prior meetings and, by -,ow vote, determined that the merger agreement was advisable and in the best interests of Duke 
Energy and its shareholders, approved the merger agreement and the transactions' contemplated thereby 
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and authorized management to execute the merger agreement After conclusion of the meeting, Mr. Rogers telephoned Mr. Johnson and told him 
that the Duke Energy board of directors had unanimously approved the proposed transaction at an exchange ratio of 2.61 25. 

Later on January 8,2011, the Progress Energy board of directors held a telephonic meeting to consider the transaction. Representatives of 
Lazard, Barclays Capital, and Hunton Sr. Williams also participated Mr. Jol~nson described the call he had received from Mr. Rogers, including the 
Duke Energy board of directors' approval of the 2.6125 exchange ratio. Mr. Johnson also read an email he had received that morning from the 
ch i4  executive officer of Company A. The email expressed Company A's strong interest in discussing a combination between Progress Energy and 
C any A and Company A's belief that Company A could offer consideration constitutmg a 12%-15% premium for Progress Energy 
shareholders without speclfying what any such premium would be measured against. Based on the closhg prices of Progress Energy common stock 
and Duke Energy common stock on the NYSE on January 5,201 1, the last tradmg day before various news outlets began reporting on a possible 
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transaction between Progress Energy and Duke Energy, a premium of 12% to 15% over the price of Progress Energy common stock would have 
been higher tlian the premium represented by the 2.6125 exchange ratio under the merger agreement The Progress Energy board of directors 
discussed this overture at length, noting, among other factors, that it had previously determined that a transaction with Company A did not have the 
same compelling strategic rationale, operational efficiencies and other. potential f m c i a l  benefits of the combination with Duke Energy (including 
&- -me level of dividend growth and benefiti from strategic initiatives), faced greater hurdles to regulatory approval and was subject to‘due 
d .ice and other conditions and uncertainties. Members of &e board and representatives ofthe financial, advisors also discussed inquiries 
received,.from CompFy C, a non-U.S. energy company, followirIg.reports by certairinews outlets that Progress Energy was merger discus,sions. 
The Progress Energy board of directors noted, amok other issues, that the inquiries contained no substantive terms and that any transaction would 
encounter significant regdatory obstacles..Members of the board.noted that the proposed merger agreement with Duke,Energy had been fully 
negotiated, as contrasted to the.incomplete inqGes from Company A and Company C; and that the merger agreement contained “fiduciary out” 
provisions that would allow the’Progress Energy board of directors to consider a superior proposal. Representatives of Lazard and Barclays Capital 
then confirmed that each firm had delivered to. the Progress Energy board.of director; its opinion thac as’ of that date, &e e x c b g e  ratio contained 
in the merger agreement.was f@r, &om a fmancial point ofview, to the Progress Energy shareholders; subject to the,’various provisions oftheir 
written opinions. Themembers of the board consideredthe information presented at the meeting and at prior meetings and, by i m e o u s  vote, 
determined that the merger agreement was. advisable and k t h e  best interests of Progress Energy and i& shareholders, approved the merger 
agreement and the. transactions contemplated thereby and authorized management to, execute the merger agreement. 

After .the meetings of the Progress Energy and Duke.Energy boards of directors, Progress Energy and Duke Energy executed the merger 
agreement In addition, Mr. Johnson and Mr. Rogers executed term sheets with Duke Energy concerning their employment, and Mr. McArthur, 
Mi. Mulhern, Mr. Yates, and Mr. Lyash executed inraivers releasing their rights to change-in-control‘payments under certain circwstances. A joint 
press release announcing the merger was issued on January 10,201 1. 

On February 22,201 1, at a.regular meeting of the Duke Energy board of dkectors, and after prior consultation between Duke Energy. and 
Progress Energy, the Duke Energy board resolved that 1 :3 would be the ratio of the reverse ‘stock split that would be effected immediately prior to, 
and conditioned upon the completion of, the merger. 

Duke Energy’s Reasons for the Merger and Recommendation of Duke Energy’s Board of Directors 

reverse stock split and the share issuance, are advisable and in the best interests of Duke Energy and its shareholders and approved the merger 
agreement, and unanimously recommends that Duke Energy’s shareholders vote “FOR” the approval of the reverse stock split proposal, “ F O R  
the 

The Duke Energy board of directors unanimously determined that the merger agreement and transactions contemplated thereby, including the 
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approval of the s h e  issuance proposal and “ F O R  the approval of the Duke Energy adjoumrnent proposal. For a discussion of interests of Duke 
Energy’s directors and executive officers m the merger that may be dlfferent from, or hi addition to, the interests of Duke Energy’s shareholders 
generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of Directors and Executive Officers of Duke 
Energy in the Merger,” beginning on page [-I. 

In evaluahrg the merger agreement and the transactions contemplated thereby, the Duke Energy board of directors consulted with Duke 
Energy’s management and legal and financial advisors, and considered a variety of factors with respect to the merger, including those matters 
discussed in “-Background of the Merger.” In view of the wide variety of factors considered in connection with the merger, the Duke Energy 
board of directors did not consider it practical, nor did it attempf to quant&y or otherwise assign relative weight to different factors it considered in 
reachq  its decision. In addition, individual members of the Duke Energy board of directors may have given different weight to different factors. 
The Duke Energy board of directors considered this information as a whole, and overall considered it to be favorable to, and in support o$ its 
determination and recommendations. 

Strategic Considerations 

The Duke Energy board of directors considered a number of factors pertahing to the strategic rationale for the merger, including the 
following: 

Increased Scale and Scope. The Duke Energy board of directors considered that the merger will create the largest integrated utility 
company in the United States with assets of over $95 billion calculated on a pro forma basis as of December 31,2010. If the merger 
were completed as of December 31,201 0, Duke Ehergy would have a regulated customer base of approximately 7.1 million electric 
customers in six regulated service territories (Nodi Carolina, South Carolina, Florida, Indiana, Kentucky and Ohio) which the Duke 
board of directors viewed as having generally favorable regulatory environments, approximately 57 gigawatts of domestic generating 
capacity from a diversified mix of coal, nuclear, ~ tu ra l  gas, oil and renewable resources, and approximately $37 billion in equity 
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market capitalization. The Duke Energy board of directors considered that the increased scale and diversity of the combined company's 
operations, compared to those of Duke Energy on a standalone basis, are expected to provide (i) increased f m c i a l  stability, 
(ii) superior access to capital, (iii) greater ability to undertake the significant fleet and grid modernization and new generation 
construction programs required to respond to increasing environmental regulation, plant retirements and demand growth, (iv) greater 
ability to spread business strategy execution risk across a larger enterprise, (v) a stronger voice in shaping national and relevant state 
energy and economic development policies and (vi) additional options for future potential strategic alternatives. 

Improved BusinessRisk Projik The Duke Energy board of directors considered that the combined company would be expected to 
have an improved business risk profde due to the increased proportion of regulated earnings and cash flows following completion of the 
merger. Approximately 88% of the combined company's operating revenues on a pro forma basis would be derived from its regulated 
bushess operations, compared to approximately 79% on an actual basis for Duke Energy for the year ended December 31,2010. 

Shared Vision. The Duke Energy board of directors considered that Duke Energy and Progress Energy share a common strategic vision 
for the future of the combined company as a United States focused multi-regional regulated electric utility with related non-utility 
activities. The Duke Energy board of directors believes this shared vision will better enable the combined company to effectively 
implement its business plan following completion of the merger. In particular, Duke Energy anticipates increased costs from capital 
expenditures and environmental compliance, and the Duke Energy board believes that the combined company will be better positioned 
to mitigate any resulting cost increases. 

C~pital Investmerit Strategy. The Duke Energy board of directors considered the benefits that are expected to result from the combined 
company's future capital investment strategy which flows from 

58 

* 

Table of Contents 

the strategic vision described above b d  aims to (i) concentrate capital investment in the domestic regulated electric 
on earning allowed returns .in each of the regulated businesses and (iii) rotate capital to businesses that earn appropriate risk-adjusted 
returns. 

New Nuclear Development Capability. The Duke Energy board of directors considered that the c d company is expected to be 
in a- stronger position to build the new nuclear generating facilities that they expected southeasfe s will need to consider 
undertalang with respect to the potential requirements of future carbon emission restrictions and other environmental legislation and 
regulation, plant retirements and demand growth The merger will result in a combined company expected to, have the scde~and 
finanding capability needed to imdertake new nuclear projects. The Duke Energy board of'dqectors also Considered that execution of a 
new nuclear program will be facilitated by the combined company's currently.operating nuclear fleet of nine gigawatts (the largest 
regulated nuclear fleet.in the.United States), its four potential sites for new nuclear generation and three pending,license applications, a 
larger customer base to participate in the benefits and risks of nuclear cons.truction, &d ti nuclear organization with best-in-class 
operational, safety and construction experience. 

Conzplernentmy Ge~g~-~plt iC Coverage and Expanded Geographic Diversify. The Duke Energy board of directors considered that the 
combined C o m p y  will have more balanc,ed coverage tlxoughout North Carolina,qd South Carolina, where D&e Energy%and 
Progress.Energy have complementary geographic coverage, and that this complementary geograp&c coverage should ediance .the 
combined company's ability to jointly ,dispatch its Carolinas-based generation plants, and its ability to effkiently purchase fuel and 
otller supplies. In addition, Duke Energy sees value and potential in Progress Energy's operations in Florida, which would also add 
geographic diversity to the company's operations. 

Combined Expertise. The Duke Energy board of directors considered that the merger will combine complementary areas of expertise, 
particularly among senior.rnanagement of each company. The comblned company is expected to be able to draw upon the intellectual 
capital, technical expertise and.experjence of a deeper and more diverse workforce. 

Impad on Cztsfomers. The Duke, Energy board of directors considered that the merger would'have a favorable impact on Duke 
Energy's customers. Specifically, the merger shouldbenefit customers through operating efficiencies over time. Cljr;tome$ in North 
Carolina andSouth Carolina are.expected to benefit from fuel and joirit dispatch efficiencies, whicliDuke Energy expects to help 
mitigate its need for future rate increases as Duke Energy meets its capital expenditure needs in response. to increased electric demand, 
env&onmental regulation and requirements for increased efficiency in its generation fleet and its transmission and distribution systems. 
The combined company's customers should also benefit from each company's commitment to customer service andthe'.delivery of 
clean, affordable and rehable energy: 

Ahernatives to.the Merger. The Duke Energy board of directors considered alternatives to the merger, includmg continuing to operate 
as a stand-alone entity. See 'Background of the Merger" beginning onpage [-I. 

Financial Coizsiderations 
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Cost Savings and Efficiencies The Duke Energy board of directors considered the significant benefits that it expects customers in 
North Carolina and South Carolina will receive as a result ofjoint system dispatch and fuel purchase savings through the coordinated 
operation of the contiguous and interconnected Progress Energy Carolinas andDuke Energy Carolinas systems, and that these benefits 
should make regulatory approval inNorth Carolina and South Carolina easier to obtain than would be the case for other potential 
strategic combinations. Duke Energy estimates these benefits to customers of the combined company to be in the range of $600-$800 
million over a five-year period In addition to these joint dispatch and fuel cost savings, the Duke Energy board of directors considered 
that, 
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although no assurance cai~ be given that any pBrticular level of cost efficiencies whl .be. achieved, management believes sigruficant 
additional net efficiencies will be realized from corporate activities, the regulated utilities and the unregulated businesses of the 
combined company. The Duke :Energy board of directors considered that the savings realized in the regulated businesses should benefit 
the combined company's customers over time throughnormal rate-making proceedmgs, and mitigate anticipated'rate increases 
required due to the costs of new generation and compliance with environmental regulations. 

Share Price The Duke Energy board of directors considered the historical stock prices of Duke Energy and Progress Energy, includmg 
that the exchange gtio for Progress Energy's shareholders represented a 3.9.% premim over the closing price of Progress Energy's 
common stock on January 7,201.1, the last trading day before the date on which the Duke Energy boaid of directors auhorized Duke 
Energy's'entry into the merger agreement, and a 7.1 % premium over the closing price of Progress Energy's common stock on 
January 5,201 1, the last trading day before various news outlets began reporting on a possible Innsaction involving Duke Energy and 
Progress Energy. 

Earnings, Cash Flow, Balance Sheet and Dividend Impact The Duke Energy board of directors considered the earnings, cash flow, 
balance sheet and dividend impact of the merger. The Dbke Energy board of directors also considered lhtorical f m c i a l  performance 

expected to' be accretive to, earnings per share in the fmt y e p  post-merger aker factoring in synergies and excludmg costs to achieve 
synergies and other one-time costs related to %e merger. The,Duke Energy board of directors further considered the impact on cadi 
flow resulting from the merger and also noted the impact on the balance sheet. The Duke Energy board of directors fidler. considered 
that Duke Energy's annual dividend would be supported following completion of the merger by what is expected to be a.strong 
regulated earnings base. The Duke Energy board of directors also took note of Duke Energy's and Progress Energy's 84- and 65-year 
histories, respectively, of consecutive quarterly cash dividend payments. 

Impact on Credit Profile wid Liqviditjl. The Duke Energy board of directors considered its commitment to Duke'Energy's credit 
ratings, the ariticipated lower overall risk profile resulting.from the increasedproportion ofregulated earnin& and cash, flows of the 
comblned cornpiny, iti strong bala&ce sheet and the expectation of the Duke Energy boaid of directors that Duke Energy will continue 
to have broad and reliable access to the capital markets and other sources of liquidity following completion ofthe merger. 

' of Progress Energy as well as historical stock market information. The Duke Energy board of directors noted that the merger is 

* 

Oilier Considerations 

Recommendation of Management The Duke Energy board of directors considered the recommendation of Duke Energy management 
in support of the merger. 

Due Diligence The Duke Energy board of directors considered tlie scope of the due diligence investigation conducted by Duke 
Energy's management and outside advisors and evaluatedthe results of that investigation 

Opinions of Finarrcial Advisors io Duke Energy. The Duke Energy board of cluectors considered the opinion of J.P. Morgan., a 
financial advisor to Duke Energy, dated January 8,201 1, rendered to the Duke Energy board of directors as to the fairness, from a 
f m c i a l  point of view and as of such date, to Duke Energy of the 2.61 25 exchange ratio provided for in the merger agreement (before 
adjustment to reflect the reverse stock split), as more fully described in this document under the heading "---Opinions of Financial 
Advisors to Duke Energy-Opinion of J.P. Morgan Securities LLC," beginning on page [-I. The Duke Energy board of directors also 
considered tlie opinion of BofA Merrill Lynch, a financial advisor to Duke Energy, dated January 8,201 1, provided to Duke Energy's 
board of directors as to the fairness, from a financial point of view as of such date, to Duke Energy of the exchange ratio provided for in 
the merger agreement See "---Opinions of Financial Advisors to Duke Energy- 
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Opinion of BofA Menill Lynch.," beginning onpage [-I. The Duke Energy board of directors also considered that the financial 
advisors’ opinions speak only as of January 8,201 1, and &at the receipt of updated opinions is not a condition to Duke Energy’s 
obligation to complete the merger. 

Terms of the Merger Agreertrenl! The Duke Energy board of directors reviewed and considered the terms of the merger agreemenc 
including the degree of mutuality and symmetry of representations, obligations and rights of the parties under the merger agreement, the 
conditions to each party’s obligation to complete the merger, the circumstances in mrhich each party is permitted to terminate tlie merger 
agreement and the related termination fees payable by each party in the event of termination of the merger agreement under specified 
circumstances. See “The Merger Agreement” beginning onpage [-I for a detailed discussion of the terms and conditions of the merger 
agreement 

Likelihood of Completion of the Merger. The Duke Energy board of directors considered the likelihood that the merger will be 
completed on a timely basis, including the likelihood that the merger will receive approvals &om both companies’ shareholders and all 
necessary regulatory approvals without unacceptable conditions. 

Impad of the Merger on Communities. The Duke Energy board of directors considered the expected impact of the merger on the 
communities served by Duke Energy. 

Corporate Governance The Duke Energy board of directors considered that upon completion of the merger, the Duke Energy board of 
directors would be composed of 11 directors designated by Duke Energy and seven directors designated by Progress Energy, that the 
lead director would be designated by Duke Energy, that the chairs of the audit committee and compensation committee of the board of 
directors would be designated by Progress Energy and that the chairs of the remaining board committees would be designated by Duke 
Energy. 

Emplojtment Matters The Duke Energy board of directors considered the provisions of the term sheet governing the proposed 
amendment to Mr. Rogers’ employment agreement with Duke Energy, the term sheet governing the employment agreement that 
Mr. Johnson is expected to enter into with Duke Energy and the waivers that certain members of Progress Energy’s senior management 
team executed in connection with the execution of the merger agreement. 

‘ - \  
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Potential Risks of the Meiger 

The Duke Energy board of hectors also considered potential risks of the merger, including the factors discussed below 

Exchange Ratio. The Duke Energy board of directors considered that the exchange ratio would not adjust downwards to compensate 
for any potential declines in the price of Progress Energy common stock prior to the completion of the merger, and that the terms of the 
mxrger agreement would not include termination rights triggered expressly by a decrease in value of Progress Energy due to a decline 
in the market price of Progress Energy’s common stock. The Duke Energy board of directors determined that this structure was 
appropriate and the risk acceptable in view of the Duke Energy board of directors’ focus on the relative intrinsic values and financial 
performance of Duke Energy and Progress Energy and the percentage of the combined company to be owned by holders of Duke 
Energy common stock prior to the completion of the merger, and the inclusion in the merger agreement of other structural protections 
sucli as the ability of Duke Energy to terminate the merger agreement in the event of a material adverse change in Progress Energy’s 
business 

Progress Energy BiisinessRisks. The Duke Energy board of directors considered certain risks inherent in Progress Energy’s business 
and operations, includmg risks relating to hture rates and returns associated with Progress Energy‘s business operations, risks 
associated with Progress Energy’s proposed nuclear plant in Levy County, Florida, the status of Progress Energy’s Crystal River 3 
nuclear unit repair and other contingent liabilities. Taking into account input &om management and outside advisors regarding the due 
diligence process, the Duke Energy board of directors believed tlmt these 

61 

Table of Contents 

risks were manageable as part of the ongoing business of the combined company. In conside+ these risks, the Duke Energy board of 
directors also considered certain structural protections in the merger agreement such as (i) the ability of the Duke Energy board of 
directors to change its recommendation because of the occurrence prior to the Duke Energy shareholder vote on the merger of adverse 
circumstances affecting Progress Energy ifto not do so would be reasonably likely to result in a breach of the Duke Energy directors’ 
fiduciary duties and (ii) that Duke Energy’s obligation to complete the merger would be conditioned on there not having occurred, since 
December 31,2009, any change, event, occurrence or developmenf other than certain disclosed matters, having a “material adverse 
effect” with respect to Progress Energy . The Duke Energy board also considered that either Duke Energy or Progress Energy generally 
would have the right to terminate the merger agreement if the parties have not completed the merger 12 months after signing of the 
merger agreement, which date either party can extend to 18 month under certain circumstances. 

Reawldory Approvnls The Duke Energy board of directors considered the regulatory approvals reyired to complete the merger and 
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the risk that the applicable governmental authorities and other third parties may seek to impose unfavorable terms or conditions on the 
required approvals. The Duke Energy board of directors also considered the potential length of the regulatory approval process and the 
risk of a required government approval imposing a condition that constitutes a “burdensome effect,” which would allow either Duke 
Energy or Progress Energy to decide not to close the transaction. In this regard, the Duke Energy board of directors considered the level 
of materiality required for a condition in a regulatory approval to constitute a burdensome effect. See the section entitled, “The Merger 
Agreement-Conditions to the Completion of the Merger” beginning on page [-I for a description of these matters. 

Failure to Close. The Duke Energy board of directors considered the risks and contingencies relating to the announcement and 
pendency of the merger and the risks and costs to Duke Energy if the closing of the merger is not timely, or if the merger does not close 
at all, including the potential impact on Duke Energy’s relationships with employees and third parties. 

Restrictions on Interim Operations. The Duke Energy board of directors considered the provisions of the merger agreement placing 
restrictions on Duke Energy’s operations until completion of the merger, and the extent of those restrictions as negotiated between the 
parties. 

Diveision of Focus. The Duke Energy board of directors considered the risk of diverting management focus, employee attention and 
resources from other strategic opportunities and fkom operational matters while wor- to complete the merger. 

Governance &rangemen&. The Duke Energy board of directors considered the possibility that one or more of the senior executive 
officers for the combined company named in the merger agreement might be unable or unwilling to serve, and the effect such an 
occurrence might have on the prospects for effective execution of the combined company’s strategic plan 

Terinination Fee and Reimbursement Provisions The Duke Energy board of directors considered the provisions of the merger 
agreement relating to the potenbal payment of a termination fee of $675 million or expenses of $30 million to Progress Energy under 
certain circumstances. For further idormation, see “The Merger Agreement-Termination Fees; Reimbursement of Expenses,” 
beginning on page [-I of this document 

Transadon Costs The Duke Energy board of directors considered the substantial costs to be incurred in connection with the merger, 
includmg the costs of integrating the businesses of Duke Energy and Progress Energy and the transaction expenses arising from the 
merger. 

Integration The Duke Energy board of directors evaluated the challenges inherent in the combination of two business enterprises of the 
size and scope of Duke Energy and Progress Energy, including the possibility the anticipated cost savings and synergies and other 
benefits sought to be obtained from the merger might not be achieved in the time frame contemplated or at all. 

* 

* 
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Personnel The Duke Energy board of directors considered the potentially adverse impact that business uncertainfy pending completion 
of the merger could have on the ability to attract, retain and motivate key personnel until the merger is completed. The Duke Energy 
board of directors also considered tlie level and impact of reductions in headcount as a means to achieve transaction-related synergies. 

Interests of Directors and Officers. The Duke Energy board of directors considered the interests that certain executive officers and 
directors of Duke Energy may have with respect to the merger in addition to their interests as shareholders of Duke Energy, including 
the Duke Energy officers who have been m e d  to serve as members of the senior management team of the combined company. See 
“Interests of Directors andExecutive Officers in the Merger-Interests of Directors andExecutive Officers of Duke Energy in the 
Merger” beginning onpage [-I for further information. 

Other Risks Considered. The Duke Energy board of directors considered the types and nature of the risks described under the section 
entitled, “Risk Factors” beginning on page [-I. 

The Duke Energy board of directors believes that, overali the potential benefits of the merger to Duke Energy and Duke Energy’s 
shareholders outweighed the risks considered by the Duke Energy board of directors. 

The Dpke Energy board of directors understood that there can be no assurance of future results, including results considered or expected as 
described in the factors listed above. It should be noted that this discussion of the Duke Energy board of directors’ reasoning and all other 
information presented in this section are forward-looh in nature and, therefore, should be read in light of the factors discussedunder the heading 
“Cautionary Statement Regardmg Forward-Looking Statements,” beginning on page [-I of this document. Additionally, see “Unaudited Financial 
Forecasts,” beginning onpage [-] for information regardmg tlie preparation of prospective financial information. 

0 . ions of Financial Advisors to Duke Energy 

Opinion of J.P. Morgan Securities U C  
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&i connection with the merger, Duke Energy retained J.P. Morgan to act as Duke Energy's financial advisor. At a meeting of the Duke 
Energy board of directors held on January 8,201 1 at which the merger was approved, J.P. Morgan rendered to the Duke Energy board of directors 
an oral opinion, confirmed by delivery of a written opinion dated January 8,201 1, to the effect' that, as of such date and based upon and subject to 
the factors, procedures, assumptions, qualifications and limitations set forth in its opinion, the 2.61 25 exchange ratio provided for in the merger 
ap--:rnent was fair, from a financial poi& of view, to Duke Energy. The issuance of J.P. Morgan's ophionwas approved by a fairness :committee 
d . Morgan The,fidl text of the written opinion of J,P. Morgari'dated Janhry 8,201'1, which sets forth the assumptions made; procedures 
folJowed, matters considered, and qualifications and limitations an the opinion and the review undertaken by J.P. Morgan:in,connection with 
rendeMg its o p , ~ o n ,  is attached as Annex B to th& document'and is incorporated hereinby reference. J.P. Morgan's written opinion was 
provided to the Duke Energy board of directors (in. itscapacity as such) in connection with, and for purposes of its evaluation of the 
exchange ratio. J.P. Morgan's opinion was liniited to the fairness, from a financial point of view, to Duke Energy of the exchange ratio in 
the merger and ZP. Morgan expressed no opinion as.to the fakness of the'merger to, or any consideration to be received by, the holders of 
any c1a.e of securities, creditors or other constituencies of Duke Energy or as to the underlying decision by D u b  Energy to engage in the 
nierger. The opinion does not constitute a recommendation to any shareholder as to:how any shareholder should vote with respect to the 
.merger or any ,other matter. The summa'ry of the opinion.of J.P. Morgan set forth in this document is qualified in its entirety by reference 
to the full text of such opinion. 

In connection with preparing its opidon, J.P. Morgan: 

reviewed tlie merger agreement; 

reviewed certain publicly .available business and financial information concerning Progress Energy and Duke Energyand the industries in 
which they operate; 
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compared the proposed financial;terms of the merger with the publicly available financial terms of certain transactions involving companies 
that J.P. Morgan deemed-relevant and &e consideration paid for such companies; 

compared the fmiccial and operating performance of Progress Energy and Duke Energy with publicly available information concerning 
certain-other compdnies that J.P. Morgan deemed relevant imd reviewed the current and historical market prices of Progress Energy common 
stock and Duke' Energy coinmon stock and certain publicly traded secukities of such other companies; 

reviewed certain internal financial analyses and forecasts relating to Progress Energy's business, including as to certain synthetic fue1s.ta.x 
credits, prepared by Progress Energy's m&&ement (as adjusted and.extended by Duke Energy's management).and certain intemal fmncial 
analyses and forecasts relating to Duke Energy's business prepared by Duke Energy's manag'ement, as well as f m c i a l  analyses and 
forecasts prepared by or at the direction of Duke Energy and Progress Energy (as adjusted by Duke Energy's management)' regardhg the 
estimated amount and timing of the cosf'savkigsand related expenses and financial efficiencies expected to result from the merger, referred to 
collectively as the efficiencies; tmd 

perfoimed such other financi,al studies and analyses and considered such other infomation as J.P. Morgan deemed. appropriate for the 
purposes of its opinion 

In addition, J.P. Morgan held discussions with certain members of the managements of Progress Energy and Duke Energy with respect.t.0 

* 
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certain aspects of the merger, and the past and current business operations. of Progress Energy and Duke Energy, the financial condition and h e  
prospects and operations of Progress Energy and Duke Energy, the effects of the merger on the financial condition and fume prospeck of Progress 
Energy and Duke Energy, and certain other matters that J.P. Morgan believed necessary or appropriate to its inquiry. 

In giving its opinion, J.P. Morgajcl relied upon and assumed the accuracy and completeness of all infomation that was publicly available or 
was fimished to or discussed with J.P. Morgan by Progress Energy or Duke Energy or otherwise reviewed by or for J.P. Morgan, and J.P. Morgan 
didnot independently v e e ,  nor did J.P. Morgan assume responsibility or liability for independently verifying, any such idormation or its 
accuracy or completeness. J.P. Morgan did not conduct and was not provided wih any valuation or appraisal of any assets or liabilities, contingent 
or otherwise, nor did J:P. Morgan evaliJate.the solvency.of Progress Energy or Duke Energy under any state or federal laws relating to barikruptcy, 
insolvency or similar matters. In relying on financial analyses and forecasts provided to J.P. Morgan or derivedtherefrom, including the 
efficiencies, T.P. Morgan aksumed that they Were reasonably prepared based on a i s ~ p t i o n s  that reflected the best currently av-lable estimates and 
judgments by. management as to theexpected future results of operations and financial condition of Progress Energy and Duke Energy to which 
such analyses or forecasts relate and other matters covered thereby. 5 9 .  Morgan expressed no view as to such.analyses or forecasts, including the 
efficiencies, or the assumptions on which they were based, includmg assumptions as to the timing and likely outcome of pending and &e rate 
cam-" and other regulatory proceedings. J.P. Morgan also assumed that the merger would q u w  as a tax-free reorganization for United States 
6~ 
and warranties made by Progress Energy, Duke Energy and Diamond Acquisition Corporation in the merger agreement and igy related agreements 

' 

, , l  income taxpurposes and would be completed as described in the merger agreement. J.P. Morgan further aisumed that the representations 
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were and would be true and correct in all respects material to J.P. Morgan’s analysis and opinion J.P. Morgan is not a legal, regulatory or tax 
expert and relied on the assessments made by advisors to Duke Energy with respect to such issues. In addition, J.P. Morgan assumed that all 
material governmental, regulatory or other consents and approvals necessary for the completion of the merger would be obtained without any 
adverse effect on Progress Energy, Duke Energy or the contemplated benefits of the merger. 

-.P. Morgan’s opinion was necessarily based on economic, market and other conditions as in effect on, and the information made available to 
J.P. Morgan as of, the date of its opinion. J.P. Morgan’s opinion noted that subsequent developments may affect J.P. Morgan’s opinion, and J.P. 
Morgan does not have any obligation to update, revise, or reaffirm its opinion. J.P. Morgan expressed no opinion with respect to the amount or 
nature of 
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any compensation to, any officers, directors, or employees of any party to the merger, or any class of suchpersons,.relative to the exchange ratio in 
the merger or with respect to the fairness of any such compensation. J.P. Morgan expressed no opinion as to the prices at which Progress Energy 
common stock or Duke Energy common stock would trade at any fbture time. Except as described in this summary, Duke Energy imposed no 
other. instructions or limitations on J.P. Morgan with respect to the investigations made or the procedures followed by it in rendering its opinion. 

The terns of the merger agreement, including the consideration to be paid by Duke Energy in the merger, were determined thro%h 
negotiation between Duke Energy and Progress Energy, and the decision to. enter into the merger agreement was solely that of the board of 
directori of Duke Energy. J.P. Morgan’s oplnidn and fmancial agalyses were only.one of the many factofi considered by Duke Energy’s board in 
its evaluation of the merger and should not be viewed as determinative of the views of Duke Energy’s board of directors or management with 
respect to the merger or the merger consideration, the value.of Progress Energy or Duke Energy or whether the Duke Energy board of directors 
would h v e  been wilhg to agree to different or other forms of consideration 

In accordance with cus’tomary investment banking practice, J.P. Morgan employed generally accepted valuation methodologies in connection 
with its opinioi~. The followjng is.a summary of the material financial analyses used by J.P. Morgan in coimection with providing its o p ~ o n  and 
does not purport to be a complete description of the analyses or data presented by J.P: Morgan. Some of the summaries of the financial analyses 
include information presented in tabular format. To fully understand the financial analyses, the tables should be read together with the 
t 
in.-,ding the methodologies and assumptions underlying the analyses, could create a misleading or incomplete view of the financial 
analyses., For purposes of J.P. Morgan’s financial analyses s d i a r i i e d  below, the merger exchange ratio refers to the 2.61 25 exchange ratio 
provided for in the merger agreement before adjustment for the Duke Energy reverse sto,ck split expected to occur prior to the completion of the 
merger. 

‘f each summary. Considering the data set forth in the tables without considerig the narrative description of the financial analyses, 

Progress Energy andDuke Energy Trading Multiples Analyses. J.P. Morgan performed separate tra- multiples analyses of Progress 
Energy and Duke Energy in which J.P. Morgan compared the financial and operating performance of Progress Energy.and Duke Energy with each 
other q d  the.following seven publicly-traded regulated utilities, referred to a$ the selected companies: 

porninion Resources, Inc. 

DTE Energy Company 

PG&E Corporation 

0- The Southern Company 

W&consin Energy Corporation 

9 Xcel Energy Inc. 

J.P. Morgan reviewed, among other.information, each company’s per share equity value as a multiple of calendar years 201 1, 201 2 and 2013 
estimated earnings per share, or EPS. J.E. Morgan also reviewed each company’s firm value as a multiple of calendar years 201 1,201 2 and 2013 
estimated earnings before interest, taxes, depreciation and amortization, or EBITDA. For purposes ofthese analyses, equity values were calculated 
based on closing stock prices on January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction 
involving Duke Energy and Progress Energy, and firm values were calculated as market values, based on closing stock prices on January 5,201 1, 
plus total debt, preferred stock, capital ieases and minoYity interest. less cash. and cash equivalents. 

American Electric Power Company, h c .  
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ProgressEnergy. With respect to its tradmg multiples analysis of Progress.Energy, J.P. Morgan appljed selectedranges of calendar years 201 1, 
2012 and 201 3 estimated EPS and EI3ITDA multiples'derived from Duke Energy and the selectedcompanies to corresponding data of Progress 

:rgy b.ased on internal estimates of Progress Energy's management as adjusted by Ddce Energy's management and Progress Energy's public 
--mgs. Estimated f m c i a l  data of Duke Energy and the se1ected:companies were, based on publicly available Wall Stre,et research analysts' 
-estimates. This. analj+ implied per share equity value reference ranges for:Progress Energy based.oncalendar years 201 1,2012 and 2013 
.estimatedEPS of approximately $40.40 to $46.50, $39.80 to $46.10 and $39.10 to $45.50, respectively. This analysis also implied'per share 
equity value reference ranges for Progress Energy based on calendai years 201 1.,.2012 and 2013. estimated EBITDA of approximately $33.30 to 
$43.30, $34.30 to $44.80 &rid $39.80 to $51 .XO;.reSpectively: 

Duke Energy. Withrespect to its trading multiples analysis of D'uke Energy, J.P. Morgan applied selectedranges of calendar years 201 1, 2012 
arid 2013 esfimated EPS aqd EBITDA multiples derived from Progress Energy and the selected companjes to coiresponding data of Duke 
Energy based on interna1,estimates of Duke Energy's management andDuke Energy's public filings. Estimated financial data ofProgess 
Energy and the selected companies were based on publicly available Wall Street research analysts' estimates. .This analysis implied per share 
equity Value reference ranges for Duke Energy based on calendar years 201 1, 2012 and 2013 estimatedEPS of approximately $16.90 to $19.60, 
$16.20 to $18.90 and $16.40 to $19.30, respectively. This analysis also implied per share equity value reference ranges for'Duke Energy based 
.oncalendar years 2011,2012 and2013 estimatedEBITDA of approximately $15.90 to $19.80, $16:'80 to $21:00 and$17.90 to $22.50, 
respectively. 

; 

Based onthe implied per share equity value reference ranges for Progress Energy andDuke Energy described above, these analyses indicated the 
following implied exchange ratio reference ranges, as compared to the 2.61 25.exchange ratio provided for in the merger agreement 

Implied Exchange Ratio Reference Ranges Based on: Mager 
Exchanee 

Estimated EPS 
Estimated EBITDA 

Calendar.Year 2011 Calendar Year 2012 Calendar Year 2013 Ratio 
2 . 0 6 0 ~  - 2.750~ 2.11 Ox -2 .840~ 2.030~ - 2.170~ 2.6125~ 
1 B o x  - 2.72Ox 1.640~ - 2.660~ 1 . 1 7 0 ~  - 2.900~ 

ProgressEnergy andDuke Energy Discounted Cash Flow Analyses. J.P. Morgan performed separate dkcounted cash flow analyses of 
Pr6gres.s Energy and Duke Energy to estimate the present value of the unlevered,free cash flows that Progress Energy an'd Duke Energy were 
projected to generate on a standalone basis for fiscal years 201 1 through 201 5 based on, in the case of Progress Energy, intema1,estimates of 
Pri-ress Energy's management as exTended and adjusted by Duke.Energy's management an4 in the case of Duke Energy, internal estimates of 
L 
range of terminal growth rates of 2.0% to 2.5% to Progress Energy's and Duke Energy's respective fiscal year 201 5 estimated cash flows. The 
.unlevered free-cash flows and ranges of terminal values were then discounted to present'value as of December 31, 2010 using the midpoint of a 
discount rate range of 5.25% to 5.75%. These analyses imp&ed a per share bquiiy value reference rkige for Progress Energy of apptox;lriately 
$41.60 to $54.60 agd a per s h e  equity value reference rhge for Duke Energy of approximately $15.80 to $20.80. Bqed onthe impliedper.share 
equity value reference ranges for Progress Energy andDuke.Energy described above, these analyses indicated the following implied,exchange ratio 
reference range, as compare6 to the 2.6125 exchange ratio provided for in the merger agreement: 

Energy's management. J.P. Morgan. also calculated a range of terminal values for Progress Energy and Duke Energy by applying a selected 

Implied Exchange Ratio 
Refaence Range 

2.GQOx - 3.46Ox 

M a g a  
&change Ratio 

2.6125~ 

PoteiztialPro Fomza Value Creation. J.P. Morgan also considered the potential value creation of the merger for Duke Ehergy based on a 
comparison of the equity value implied for Duke Energy on a standalone basis and the potential pro forma equity value of the combined company. 
For illustrative purposes, J.P. Morgan calculated 
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a standalone value for Duke Energy utilizing the midpoint of the equity value reference range implied from the discounted cash flow analysis of 
Duke Energy described above. J.P. Morgan then added to such implied equity value the midpoint of the equity value reference range implied from 
the discounted cash flow analysis of Progress Energy described above and the midpoint of the net present value reference range (as of 
December 31, 201 0) of potential efficiencies expected to result kom the merger, net of transaction fees and expenses estimated by Duke Energy's 
management J.P. Morgan then calculated the value attributable to Duke Energy's proportionate interest in the resulting implied equity value of the 
p- ^-ma combined company based on the equity ownership percentage of Duke Energy shareholders in the combined company implied by the 
2. j exchange ratio provided for in the merger agreement. This analysis indicated a potential pro forma value creation for Duke Energy of 
approximately 1.3%, before talang into account potential benefits of the merger other than the net efficiencies referred to above, including 
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potential benefits from pro forma trading multiple expansion and a lower cost of capital 

Other Information. J.P. Morgan also reviewed for informational purposes, among other thngs, the following: 

latest 12 months net income and EBITDA multiples paid in selected pen@ andor completed precedent‘transactions in~olving 
regulated utilities which, when applying a selected range of such multiples to Progress Energy’sJatest 12 months EPS and EBITDA (as 
of December 31, 201 0 b&ed on internal estimates of Progress Energy’s management and Progress Energy’s public flings), indicated’ 
impGed’per share equity reference ranges for Progress Energy of approximately $55.30 to $65.90 and $51.10 to $66.30, respectively; 

historical t r a d k  prices during’the 12a~onth period ended January 5,201 1, the last tradq’day before various news outlets began 
reportug on a possible trmaction &voIving D$e En’ergy ‘and Progress Energy, of Progress Energy common stock and @e Energy 
co-onstock of $37.04 to $45.61 per share a.tid $15.47 to $1 8.60 per share, respectively, implied, exchang’e ratio reference. ranges 
derived from the high and low closkg prices of Progress Energy common stock andDuke Energy cornon stock during such period of 
2.270~ to 2 .565~ and implied exchange‘ ratioreferencemnges derived from the high and low voiume weighted average’ prices of 
Progress Energy common stock and.Duke Energy common stock during various periods of 2.42Ox.to.2.,48OX, 

Wall Street ana1ysts”price targets for Progress.Energy common stock and Duke Energy common stock of $41 .OO to $47.00 per share 
and $16.50 to $21 .OO per slme, respectively; 

unaffected tradmg day premiums paid over various periods in selected transactions which, when applying a sekctedrange of such 
premiums to the closing .price of Progress Energy common stock on January .5,2011, indicated ari implied per share equity reference 
range for progress Energy of approximately $47.70 to $54.20; and 

potential pro fomia f m c i a l  effects of the merger after taking into account potential eEciencies expected to result from the merger on, 
among other thmgs, Duke Energy’s calendar years 2012through 2014 standalone estimated EPS relative to the combined company’s 
estimated FPS during those calendar years utilizing d e m a l  estimates of Duke Energy’s management.with respect to Duke Energy and 
internal estimates of Progress Energy’s management as adjusted by Duke Energy’s management with respect to Progress Energy, noting 
that, based on the 2.61 25 exchange ratio provided for in the merger ageement, the merger could be accretive relative to Duke Energy’s 
standalone estimated EPS (as adjusted for certain one-time nonrecmkg items) during such period 

f 

* 

Miscellaneous 

The summary above of certain financial analyses does not purport to be a complete description of the analyses or data presented by J.P. 
Morgan The preparation of a faimess opinion is a complex process and is not necessarily susceptible to partial analysis or summary description. 
J.P ‘ 4organ believes that the foregoing summary and its analyses must be considered as a whole and that selecting portions thereof, or focusing on 

67 

Table of Contents 

information in tabular format, without considering all of its analyses and the narrative description of the analyses, could create an incomplete view 
of the processes underlying its analyses and opinion. In d v h g  at its opinion, J.P. Morgan did not attribute any particular weight to any analyses 
or factors considered by it and did not forii~ an opinion as to whether any &vidual analysis or fact‘or (positive or negative), considered-& 
isolation, supported or failed to support its opinion Rather, J.P. Morgan cogsidered the results of all of its analyses ai a whole and made its 
determination as to fairness on the basis of its experience and professional judgment after considehg the results of all of its analyses. 

Analyses based on forecasts of future results are inherently uncertain, as they are subject to numerous factors .or events beyond the control of 
the parties. Accordmgly, forecasts and analyses used or performed by J.P. Morgan &e not necessarily indicative of actuai future results, which may 
be sigdcantly more or less favorable than suggested by those anaiyses. Moreover,. J.P, Morgan’s analyses afe not and do not purport to be 
appraisals or othehse reflective of the prices at which businesses actxally could be acqiifed or sold: None of the selected companies reviewed as 
described in the above summary is identical to Progress Energy or Duke Energy, and none of the selected transactions reviewed as descnied in the 
above, summary is identical-to the merger. However, the companies selected were chosen because they are publicly traded companies with 
operations and businesses that for purposes of J.P. Morgan’s.dyses, may be considered similar to those of Progress Energy and Duke Energy. 
The transactions selected were sjniilarly chosen for their participants, size and other factors that, for purposes of J.P. Morgan’s analysis, may be 
considered Similar ‘to those of the merger. The galyses necessarily involve complex considerations and judgments c&cer&& differences in 
fbancial and opelatiohl characteristics of the companies involved and.other factors that could affect the companies compaied to Progress Energy 
and Duke Energy and the transactions cmpared to the merger. 

As part of its investment banking and fmancial advisory business, J.P. Morgan and its affiliates are continually engaged in the valuation of 

vritings, competitive bidding, secondary distriiutions of Sited and unlisted securities, private placements and valuatidns for estate, 
businesses and their securities in connection with mergers and acquisitions, investments for passive and control purposes, negotiated 

u, 
co,+rate arid other purposes. .J.P. Morgan was selectedby Duke Energy as its fhaqcial advisor Gfith respect to the merger onthe basis of such 
experience &d its qualificatioris and reputation in connection with mergers and acquisitions. 
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J.P. Morgan has acted as financial advisor to Duke Energy with respect to the merger and will receive an aggregate fee of up to $30.0 million 
for its services, of which $2.3 million was payable upon delivery of its opinion, $9.2 million will become payable if the matters submitted to Duke 
Energy shareholders in connection with &e proposed merger are approved, $1 1.5 million will become payable if the proposed merger is completed 
and, at Duke Energy's discretion, up to an additional $7.0 million may be paid upon completion of the merger. In addition, Duke Energy. has 
q 
;d.-.-,..fy J.P. Morgan ind its affiliates for certain liabilities arising'out of its engagement. During the two years precedmg the date of J.P. 
Morgari's opinion, J.P. Morgan and its affiliates have had covercial  or investment .banking relationships with Duke Energy, Progress Energy 
andor thek respective affiliates for whichJ.P..Morgan and its affiliates have received customary compensation. Such services during such period 
have included acting as (i) joint b o o k - m e r  of certain offerings of debt securities by Duke Energy in August and.January.2009, (ii) manager of an 
offering of bonds by an affiliate of Duke Energy in June 201 0 and (si) joh tbook-mer  of an offering of common stock.by Progress Energy 
January 2009. :In' addition, J.P. Morgan's commercial banking affiliate is a lender under certain .outstanding credit facifities of Duke Energy and 
Progress Energy' and also provides treajury, cish mapgement. and related services to each of Duke Ehergy"Vd Progress Energy, for.w&ch it 
receives ciistomary compensation or other f w c i a l  benefits. Duk6,Energy dnd its affiliates paid aggregate fees of,ap$roximately $16~1dion to 
J.P. Morgan and its affiliatesfor .commercial and investment banking services d w g  the two years preceding the date of J.P. Morgan'.~ .opinion In 
addition, one of J.P. Morgan's employees is a member of the board of directors of Progress Energy. In the ordinary course of bushess, J.P. Morgan 
and its affiliates may actively trade, for their own account or for the accounts of customefs, h the debt.and e q d y  securities oEDuke Energy, 
Progress Energy and their respective affiliates and, accordingly, 'may at any time hold long or short positions in such securities. 

' to reimburse J.P. Morgan for its expenses incurred in connection with its services, including the fees and disbursements of counsel,.mil to 
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Opinion of BofA Merriil Lj'nch 

Duke Energy has retained BofA Merrill Lynch to act as f m c i a l  advisor to its board of directors in connection with the merger solely to 
render an opinion as to the fairness, from a f m c i a l  point of view, to Duke Energy of the exchange ratio provided.for in the merger agreement 
BofA Menill Lynch is an internationally recognized investment bankulg fm which is regularly engaged d the valuation of businesses and 
securities in connection with mergers and acquisitions, negotiated underwritings, secondary distributions of listed.and unlisted securities,. private 
placements and valuations for corporate and other purposes. Duke Energy selected BofA Merrill Lynch to act as financia? advisor in connection 
w?' the merger on the basis of BofA Merrill Lynch's experience in transactions similar to the merger, its reputation in the investment cOmmuniQ 
a i familiarity with Duke Energy and its business. 

On January 8,201 1, at a meeting of the Duke Energy board of directors, BofA Merrill Lynch delivered to the Duke Energy board of directors 
an opinion to the effect that, & of the date of the opinion and based on and subject . .  to various assumptions and limitations described in its opinion, 
the exchange ratio provided 'for in the merger agreement ww,fair, from a fmancial point of viewj to Duke. Energy. 

The full text of BofA R/IerriU Lynch's written opinion to the Duke Energy board of directors, which des'cribe,s, among other things, 
the assumptions made, procedures followed, factors considered and limitations on the.review undertaken, is, attached as Annex. C,to this 
document and is incorporated by reference herein in its entirety. The following summary of BofA R/Ierrill Lynch's opinion is qualified by 
reference.to-the-full text-of the opinion. BofAMerriU Lynch delivered its opinion to the Duke Energy board of directors for the benefit and 
use ofthe Duke Energy board of dkectors in connection yith hnd for purposes of its evaluation of the excha'nge ratio from a financial'point 
of :view. BofA Merrill Lynch's opinion does not addrcss'any other aspect of the merger and does not constitute a recommendation as to 
how any Duke Energy shareholder should vote or act in'connection with the merger or. any related matter. 

In connection with rendering. its opinion, BofA Merrill Lynch, among other th.mgs: 

reviewed certain publicly available business and financial information relating to Progress Energy and Duke Energy; 

reviewed certain internal financial and operating information with respect to the business, operations and prospects of Progress Energy 
furnished to or discussed with BofA Merrill Lynch by the management of Progress Energy, includmg certain financial forecasts relating 
to Progress Energy prepared by the management of Progress Energy, or the Progress Energy management.dase; 

reviewed'an alternative version of the Progress Energy management case a's adjusted and extended by tlie rnhagement of Duke Energy,, 
or the adjusted Progress Energy management case, h d  discuised.with the management.of Duke Energy its assessments as to the 
relative Likelihood of achieving the future fmancial results reflected in the Progress Energy management case and the adjusted Progress 
Energy management case; 

reviewed certain internal financial and operating information with respect to the business, operations and prospects of Duke Energy 
furnished to or discussed with BofA M e d  Lynch by the management of Duke Energy, i n c l w  certain financial forecasts relating to 
Duke Energy prepared by the management of Duke Energy, or the Duke Energy mauagement case; 

reviewed certain estimates as to the amount and timing of certain efficiencies anticipated by the management of Duke Energy to result 
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from the merger and to be retained by Duke Energy, or the retained efficiencies; 

discussed the past and current business, operations, financial condition and prospects of Progress Energy with members of the senior 
managements of Progress Energy and Duke Energy, and discussed the past and current business, operations, financial condition and 
prospects of Duke Energy with members of senior management of Duke Energy; 

* 
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reviewedtlie potential pro forma financial impact.of the merger on the future financial performance.of Duke Energy, includmg the 
potential effect on Duke Energy's estimated earnings per share; 

reviewed the tradmg histories for the Progress Energy common stock and the Duke Energy common stock and a comparison of such 
trading histories with each other and with the trading histories of other companies BofA Memll Lynch deemed relevant 

compared certain financial and stock market information of Progress Energy and Duke Energy with similar information of other 
comphes BofA Memll Lynch deemed relev.dnt; 

compared certain financial terms of the merger to financial terms, to the extent publicly available, of other transactions BofA Memll 
Lynch deemed relevant 

reviewed the relative fmancial contributions of Progress Energy and Duke Energy to the future financial performance of the combined 
company on a pro foima basis; 

reviewed the merger agreement; and 

performed such other analyses and studies and considered such other &formation and factors as BofA Memll Lynch deemed 
appropriate. 

*. 

'0 

In arriving. at its opinion, BofA M e d l  Lynch assumed and relied upon, without independent verification, the accuracy and completeness of 
the financial and other information and data publicly available or provided to or otherwise reviewed by or discussed with it and relied uponthe 
assurances of the managements of Duke Energy.and Progress Energy that they were not aware of any facts or circumstances that would make such 
idfirnation or data ipccurate or misleading in any material respect With respect to the Progress Energy'management case, BofA Merrill Lynch 
v ivised by Progress Energy, and assumed, ivith the consent of Duke Energy, +t it was reasonably.prepared onbases reflecting the best 
currently available estimates and good faith judgments of the,management of Progress Energy as to the.future financial performance of Progress 
Energy.'With,respect to the adjusted Progress Energy management, case, the Duke Energy management case and the re&ed efficiencies, BofA 
M e d l  Lynch assumed, at the direction of Duke Energy, that,they were reasonably prepared on bases reflecting the best currently available 
eshates  and good faith judgments of the management of Duke Energy as to the future financial performance of Progress Energy and Duke Energy 
and the other matters covered thereby and, based onthe assessments of the management of Duke Energy'as to the relathelikelil~ocd of achievbg 
the fuwe financial res'ults reflected in the Progress Energy management cwe and the adjusted Progress Energy management case, BofA, Merrill 
Lynch relied, at the direction of Duke Energy, on the adjiIsted Progress Energy management cqe.  BofA Memy Lynch didnot make or wgs not 
provided with any independent evaluation or appraisal of the assets or liabilities (contingent or otherwise) of Progress Energy or Duke Energy, nor 
did,it make any physical inspection of the properties or assets of Progress Energy or Duke Energy. BofA Merrill Lynch did not evaluate the 
solvency or fair value of Progress Energy or Duke Energy under any state, federal or other laws relating to bankruptcy, insolvency or similar 
matters. BofA Memll Lynch assumed, at the direction of Duke Energy, that the merger would be completed in accordance with its terms, without 
waiver, modification or amendment of any material term, condition or agreement and that, & the course of obtaining the necessary gove-ental, 
regulatory and other approvals, consents, releases and waivers for the merger, 'no delay, limitation, restriction or condition,,incl,pdmgany 
divestiture requirements or amendments or modifications, would be imposed that would have an adverse effect ,onProgress Energy, Duke'Energy 
or the contemplated benefits of the merger. BofA Memll Lynch also assumed, at the direction of Duke'Energy, that themerger would qualify for 
federal income tax purposes as areorganization un&r the provisions of Section 368(a) of the Internal Revenue Code of 1986, as amended 

BofA Merrill Lynch expressed no view or opinion as to any ternis or other aspects of the merger (other than the exchange ratio: to the extent 
expressly specified in its opinion), inclu-, without limitation, the form or structure ofthe merger. BofA Memll..Lynch was not requested to, and 
did nof.participate in the negotiation of the terms of tlie merger, nor was BofA Memll Lynch requested to, and BofA Memll Lynch did not 
provide any advice or services in connection with the merger other than the delivery of its opinion. BOA Merrill Lynch 
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expressed no view or opinion as to any such matters. BofA Merrill Lynch's opinion was limited to the fairness, from a f m c i a l  point of view, to 
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Duke Energy of the exchange ratio provided for in the merger agreement and no opinion or view was expressed with respect to any consideration 
received  it^ connection with the merger by the holders of any class of securities, creditors or other constituencies of any party. In addition, no 
opinion or view was expressed with respect to the fairness (financial or otherwise) of the a m o w  nature or any other aspect of any compensation 
to any of the officers, directors or employees of any party to the merger, or class of such persons, relative to the exchange ratio. Furthermore, no 
oF-'%xor view was expressed as to the relative merits of the merger in comparison to other strategies or transactions that might be available to 
C Energy or in which Duke Energy might engage or as to.the underlying business decision of Duke Energy to proceed'with or effect the 
merger. BofA.Menil1 Lynch expressed no opinion as to what the vdue of the Duke Energy common.stock actually would be when issued or the 
prices at which the Duke'Energy ' c o m m  stock or the Progress Energy common stock would trade at any time, including fol1owing:amoycement 
or completion of the merger. In.addition, BofA Merrill L.ynch expressed no opinion or recommendation as to how any shareholder. should.vote or 
act in connection with the merger or any.related matter. Except as described.above; neither Duke Energy nor the Duke Energy board of directors 
imposed other hitations onthe'investigations made or procedures followed by BofA Menrill Lynch in rendering its ophion 

B o k  Merrgl Lynch's ophion'wgi necessarily based on financial, economic, monetary, market %d, other'conditionk and circumstances as .jn 
effect on, and the information made available to BofA M e d  Lynch as of, January 8,201 1, the date of its opinion. It should be undep,tood that 
subsequent developments may affect its opinion,.and BofA Mekill Lynch does not have any obligation to update, revise or reaffirmits opinion 
The issuance of BofA Memll Lynchls opinion was approved by BofA Menill Lynch's Americas'liaimess Opinion Review Committee. 

f i e  following. represents a brief summary of the material financial anaiyses presented by B o f i  M e d  Lynch to the Duke Energy board of 
directors in comiection with its opiriiOn The financial analyses summarized below include information presented in tabular format. h order 
to fully understand the'financid analyses performed by BofA Merrill Lynch, the tables must be read together with the text of each 
summary. The tables alone do not constitute a complete description of the financial analyses performed by.BofA Merrill Lynch. 
Considering the data set forth in the tables below without considering the full narrative description of the'financial analyses, including the 
methodolTies and assumptions underlying theanalyses, could create a misleading or incomplete view of the financial analyses performed 
by BofA Merrill Lynch. For purposes of BofA Merrill LYr;ch's financial analyses summarized below, the exchange ratio refers to the exchange 
ratio of 2.6125 shares of Duke, Energy corimon stock for each share of Progress Energy conimon stock provided for in the merger agreement 
before adjustment for the Duke Energy reverse stock split expected to o c c ~  prior to the completion of the merger. 

Sununary of Analyses 

Selected Publicly Traded Companies Analysis. BofA Memll Lynch performed a selected publicly traded companies analysis of each of 
Progress Energy and Duke Energy in which BofA Menill Lynch reviewed publicly available financial and stock market infomation for each of 
Progress Energy and Duke Energy and the following publicly iraded companies in the energy generatioa, transmission and distribution industry, 
P are referred to as the Progress Energy selected companies and the Duke Energy selected companies, respectively: 

Progress Energy selected companies: 

DukeEnergy; 

Great Plains Energy Incorporated; 

PG&E Corporation; 

SCANA Corporation; 
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* The Southern Company; 

Wisconsin Energy Corporation; and 

Xcel Energy Inc. 

Duke Energy selected companies: 

DominionResources, Inc.; 

PG&E Corporation; 

Progress Energy; and 

Xcel Energy Inc. 

American Electric Power Company, Inc.; 

PrOgressEnergy. BofA Menill Lynch reviewed, among other things, per share equity values, based on closing stock prices on December 31, 
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201 0, of the Progress Energy selected companies as a multiple of calendar years 201 1 and 201 2 estimated earnings per share, or EPS. BofA Merrill 
Lynch also reviewed enterprise values of the Progress Energy selected companies, calculated as per share equity values based on closing stock 
prices as of December 31,201 0, plus indebtedness, preferred stock and minority interests and less cash and cash equivalents and securitized 
indebtedness, as a multiple of calendar years 201 1 and 2012 estimated earnings before interesf taxes, depreciation and amortization, or EBITDA, 
a$:---ted to account for principal and interest associated with securitized indebtedness as a reduction to EBITDA, or adjusted EBITDA. 

BofA Memll Lynch then applied the following multiple ranges derived from the Progress Energy selected companies to corresponding 
estimated EPS and EBITDA of Progress Energy based on the adjusted Progress Energy mamgement case and consensus estimates of recently 
released research analysts’ reports on Progress Energy, or the Progress Energy Wall Street forecasts: 

Progress Energy Reference Ranges 

Benchmark 
Price/2011E EPS 
Price/2012E EPS 
Enterprise Valueno1 1E Adjusted EBITDA 
Enterprise Value/20123 Adjusted EBITDA 

Reference Ranges 
1 2 . 5 ~  - 1 5 . 0 ~  
11.5~ - 1 4 . 0 ~  

1 . 5 ~  - 9 . 0 ~  
I.& - 8 . 5 ~  

Estimated financial data of the Progress Energy selected companies were based on publicly available consensus estimates of research analysts’ 
reports. The value of Progress Energy’s estimated synthetic fuel tax credits for calendar years 201 1 to 201 6 was separately calculated on a present 
value basis as of December 31,201 0 using discount rates ranging from 5.25% to 6.00% based upon both the Progress Energy Wall Street forecasts 
and the adjusted Progress Energy management case, with a midpoint in an amount equal to approximately $1.42 per share of Progress Energy 
common stock for the Progress Energy Wall Street forecasts and approximately $2.41 per share of Progress Energy common stock for the adjusted 
Progress Energy management case, respectively. This analysis indicated the following implied per share equity value reference ranges for Progress 
Energy (rounded to the nearest $0.25, except at the top end of eachrange where implied values include the present value of Progress Energy’s 
estimated future synthetic fuel tax credits calculated as described above): 
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Progress Energy Implied per Share Equity Value Reference Ranges 

Benchmark 
Price/2011E EPS 
Price/2012E EPS 
Enterprise Valueno1 1E Adjusted BITDA 
Enterprise Value/2012E Adjusted EBITDA 

Adjusted Progress 
Progess Enera Wall EnwY 

Street Forecasts MgnL Case 

$39.25 - $48.42 
$37.25 - $46.92 
$36.25 - $53.17 
$30.50 - $41.1 7 

$38.50 - $48.41 
$36.75 - $47.16 
$33.50 - $50.91 
$32.00 - $50.16 

Duke E~erglr. BofA Memll Lynch reviewed, among other things, per share equity values, based on closing stock prices onDecember 31, 
2010, of the Duke Energy selected companies as a multiple of calendar years 2011 and 2012 estimated adjusted EPS. BofA Merrill Lynch also 
reviewed enterprise values of the Duke Energy selected companies as a multiple of calendar years 201 1 and 2012 estimated adjusted ‘EBITDA. 

BofA Memll Lynch then applied the following mulbple ranges derived from the Duke Energy selected companies to correspondmg eshated 
EPS and EBITDA of Duke Energy based on the Duke Energy management case, which, together with the adjusted Progress Energy management 
case, are referred to in this document as the management forecasts, and consensus estimates of recently released research analysts’ reports onDuke 
Energy, or the Duke Energy Wall Street forecasts, which together with the Progress Energy Wall Street forecasts, are referred to m this document 
as the Wall Street forecasts 

Duke Energy Reference Ranges 

Benchmark 
Price/2OlIE Adjusted EPS 
Price001 2E Adjusted EPS 
Enterprise Value/2011E Adjusted EBITDA 
Enterprise Value/20123 Adjusted EBITDA 

Reference Ranges 
1 2 . 5 ~  - 1 4 . 0 ~  
11 SX - 1 3 . 0 ~  
1 . 5 ~  - 8 . 5 ~  
7 .OX - 8 . 0 ~  

E 
This analysis indicated the following implied per share equity value reference ranges for Duke Energy (rounded to the nearest $0.25): 

ated financial data of the Duke Energy selected companies were based on publicly available consensus estimates of research analysts’ reports. 
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Duke Energy Implied per Share Equity Value Reference Ranges 

Benchmark 
Price/2011E AdjustedEPS 
Price/2012E AdjustedEPS 
Enterprise Value/2011E AdjustedmITDA 
Enterprise Value/2012E Adjusted m1TDA 

I 

Duke Energy Wall Duke Energy 
Street Foretllsts Management Case 

$16.75 - $13.75 $17.00 - $19.00 
$16.00 - $18.25 $15.50- $17.50 
$16.50 - $20.50 $17.00 - $20.75 
$16.25 - $20.25 $16.75 - $21.00 

Calculation of Implied Exchange Ratio. Based onthe.per share price reference ranges implied for.Progress Energy and Duke Energy by the 
analyses described above, BofA Merrill Lynch calculated the following implied exchange ratio references ranges. BofA Memll Lynch.calcu1ated 
the top.end of the implied exchange ratio reference ranges by dividing the top end of Progress Energy's implied price per share references 'ranges by 
the bottom end ofDuke, Energy's *plied price per share references ranges, and calculated the bottom end of the implied exchange ratio'.reference 
ranges bydyiding the bottom end of Progress Enera's implied price.Fr share references ranges by'the,top end of.Duke Energy's implied price per 
sh&e references ranges. This analysis indicated,tlie following, implied exchange ratios, as compared to the exchange ratio provided for in the 
merger agreement: 
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Implied Exchange Ratio 

Benchmark 
Price/2OlIE Adjusted EPS 
Price12012E AdjustedEPS 
Enterprise Value/2011E Adjusted EBITDA 
Enterprise Value/2012E Adjusted EBITDA 

Management Exchange Ratio in 
Wall Street Forecasts Forecasts the Merger 
2.076~ - 2.875~ 2.005~ - 2.838~ 
2.047~ - 2.905~ 2.043~ - 2.967~ 2.6125~ 
1 .770~ - 3.201~ 
1.498~ - 2.91 2x 

1 .609~ - 3.00% 
1 S 2 5 ~  - 2.984~ 

None ofthe Duke Energy o,r ProgressEnergy selected c o m p ~ e s  
r ;lively. Accordingly, an evaluation of &e results of these analyses is not entirely mathematical. Rather, these analyses involve complex 
considerations and judgments concerning differences in f i i c i a l  and.operating characteristics and other factorsthat could affect the public trading 
or other values of the companies to which Progress Energy and Duke Energy were compared. 

identical or directly comparable to Progress Energy.or Duke Energy, 

DirCounted'Cqsh FZoy 'Analysis. B o a  MemlJLynch pedormed,a discounted cash flow analysk of each of Progress Energy qdD$ce,  
Energy to calculate the estimated present value of the standalone unlevered, aftel-tax free cash flows that Progress Energy and Duke Energy could 
generate d h g  the fiscal years ending December 31,201 1 through ,201 5 based on the adjusted Progress Energy management case and the Duke 
Energy management case. 

ProgremEnergy. In its discounted cash flow analysis of Progress Energy, BofA Memll Lynch calculated terminal values for Progress 
Energy by applying t e ~ i n a l  multiples ranging &om 8.0~ to 9 . 0 ~  to Progress Energy's 2015 estimatedEBITDA. The casli flows and terminal 
values v+ere then discounted to present value as of December 31,201 0 W;bg d@couid rates ranging &om 5.25% to 6.000/0: This analysis indicated 
the following implied price per share reference range f q  Progress Eneigy (rounded to the neafest,$0.25): 

'Frogess Energy 
Implied per Share Price Rererence Range 

$44.00 - $57.25 

Duke Energy. In its discounted cash flow analysis of Duke Energy, BofA Merrill Lynch calculated terminal values for Duke Energy by 
applying terminal multiples ranging iiom 7 . 5 ~  to 8 . 5 ~  to Duke Energy's 201 5 estimated EBITDA (includ~ng contribution &om minority interests 
and excluding equity earnings of unconsolidated affiliates). The cash flows and terminal values were then discounted to present value as of 
December 31, 2010 using discount rates ranging fiom 5.50% to 6.25%. This analysis indicatedthe following implied price per share reference 
range for Duke Energy (rounded to the nearest $0.25): 

Duke Energ 
Implied per Share Price Reference Range 

$17.00 - $22.00 

Calculation of Implied Exchange Ratio. Based onthe per share price reference ranges implied for Progress Energy and Duke Energy by the 
c i  mted cash flow analyses described above, BofA Merrill Lynch calculated the following implied exc!nange ratio references range. BofA 
Merrill Lynch calculated the top end of the implied exclmge ratio reference range by dividing the top end of Progress Energy's implied price per 
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share references ranges by the bottom end of Duke Energy's implied price per share references ranges, and calculated the bottom end of the implied 
exchange ratio reference ranges by dividing the bottom end of Progress Energy's implied price per share references ranges by the top end of Duke 
Energy's implied price per share reference range. This 

74 

I'- 

Table of Content5 

analysis indicated the following implied exchange ratio, as cornpared to the exchange ratio provided for in the merger agreement: 

Implied Exchange Ratio Reference Range 
1.995~ - 3.351~ 

Exchange Ratio in the Merger(l) 
2.6125~ 

(1) The exchange ratio provided for. in themergeragreemenf before adjustment to reflect-the reverse stock split with respect to Duke Energy 
common stock. 

Contribution Analysis- Bo@ Merrill Lynch reviewed the relative fm;incial contributions of Duke Energy and Progress Energy to the future 
financial perfoimance of the combined company on a pro forma basis. B o a  Merrill Lynch reviewed 

calendar years 201 0 through 201 3 estimated EBITDA, net income and cash flow from operations of the combined company on a pro 
forma bqis 'using financial data for Duke Energy based on the Duke Energy Wall Street forecasts and for Progress Energy based on the 
Progress Energy Wall Street forecasts; and 

calendar years 201 0.through 201 4 estimated EBITDA, net income and cash flow from operations of the combined company on a pro 
forma basis using financial data for Duke Energy based on the Duke Energy management case and for 'Progress Energy based on the 
adjusted Progress Energy management case. 

Based on the implied relative equity value contributions, and, for the implied exchange ratios set forth in the two colwpns "Adjusted Exchange 
Ratio," after adjusting, for EBITDA and net income only, the implied exchange ratio tal+ig into account the estimated value of Progress Energy's 
synthetic fuel %credits calculated as described above, for each of the Progress Energy Wall Street forecasts and the adjusted Progress Energy 
management case, BofA Merrill Lynch calculated the following implied exchange ratios, as compared to the exchange ratio of 2.61 25 provided for 
in the merger agreement (before adjustment to reflecb the reverse stock split with respect to Duke Energy .common stock): 

Implied Exchange Ratios 

Benchmark 
2010E EBITDA 
201 1 E EBITDA 
201 2E EBITDA 
201 3E EBITDA 
201 4E EBITDA 
2010E Net Income 
2011ENet Income 
2012E Net Income 
2013E Net Income 
2014ENet Income 
2010E CashFlow from Operations 
201 1 E Cash Flow from Operations 
2012E Cash Flow from Operations 
201 3E Cash Flow from Operations 
2014E Cash Flow- from Operations 

Wall.Street Forecasts* 
Implied Adjusted 

Exchange Ratio Exchanp Ratio 
2.239~ 2.31% 
2.222x 2.295~ 
1.964x 2.034 
2 .217~ 2.290~ 
NIA NIA 

2 .397~ 2.477~ 
2 .373~ 2.45% 
2.390~ 2.47Gx 
2 .327~ 2.407~ 
NIA NIA 

2 .493~ NIA 
2 .207~ N/A 
2 .033~ NIA 
2 .113~ N/A 
N/A NIA 

Management Forecasts'* 
Implled Adjusted 

Exchange Ratio Exchange Ratio 
2.049~ 2.170~ 
2.035~ 2.155~ 
1 .971~ 2.08% 
2 .113~ 2.235~ 
2 .151~ 2.214~ 
2.117~ 
2.278~ 
2.399~ 
2.382~ 
2.413~ 
2.730~ 
2.01% 
2.256~ 
2.456~ 
2.763~ 

2.24% 
2.41 3x 
2.536~ 
2.51 A 
2.55Gx 

NIA 
NIA 
NIA 
NIA 
NIA 

* 
** 

Duke Energy Wall Street forecasts and Progress Energy Wall Street forecasts 
Duke Energy management case and adjusted Progress Energy management case 
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The implied exclmge ratios set forth above based on estimated EBITDA were leverage adjusted for each year reviewed by multiplying the 
estimated D3ITDA contribution of each company (on a percentage basis) to the estimatedhture fmancial performance of the combined company 
by the difference between such company’s total enterprise value and net indebtedness (excluding securitized indebtedness ) as of December 31, 
2010. 

’ro Foinia AccretwnlZ)ilutwrz Analysis. BofA Merrill Lynch reviewed the potential pro forma financial effect of the merger on Duke 
Energy’s calendar years 201 2 through 201 4 estimated EPS on a pro forma basis giving effect to potential synergies and cost savings. Estimated 
fbnc ia l  data of Duke Energy was based on the Duke Energy management case and estimated financial data of Progress Energy was based on the 
adjusted Progress Energy management case, in each case adjusted for one-time items, includmg extraordinary items, costs to achieve retained 
efficiencies and transaction expenses. This analysis indicated that the merger would be accretive to Duke Energy’s estimated EPS for each of the 
calendar years 201 2 through 201 4. The actual results achieved by the combined company may vary from projected results and the variations may 
be material. 

Other Factors 

In rendering its opinion, BofA Merrill Lynch also reviewed and considered other factors, including: 

the historical tradrng prices of the Progress Energy common stock during the one-year period ending on January 5,201 1, the last 
trading day before various news outlets began reporting on a possible transaction involving Duke Energy and Progress Energy, noting 
that the low and high closing prices during such period were $37.31 and $45.50, respectively, and the historical trading prices of the 
Duke Energy common stock during the one-year period en- on January 5,201 1, noting that the low and high closing prices during 
such period were $15.61 and $18.53, respectively, which high and low prices imply an excliange ratio reference range of 2.01 3x to 
2.91 5x; 

the daily closing prices of the Progress Energy common stock and the Duke Energy common stock for the two year period en+ on 
January 5,201 1, and calculated the historical implied exchange ratios as of January 5,201 1 and for the following time periods by 
dividmg tlie daily closing prices of Progress Energy common stock by those of Duke Energy common stock. This analysis showed the 
following: 

Implied Erchanpe Ratios 

Current (January 5,201 1) 
Twenty Days 
Sucty Days 
Six Months 
One Year 
Two Years 

Low Mean High 
2.442~ 2.442~ 2.442~ 
- _ _ _ _ -  

the price targets for Progress Energy common stock in recently published, publicly available research analysts’ reports, noting that the 
low and high share price targets ranged from $41 .OO to $47.00, respectively, and the price targets for the Duke Energy common stock in 
recently published, publicly available research analysts’ reports, noting that the low and high share price targets ranged from $16.00 to 
$21.00, respectively, which prices imply an exchange ratio reference range of 1 .952~ to 2.938~; 

in each case, as compared to the exchange ratio of 2.6125 provided for in the merger agreement (before adjustment to reflect the reverse stock split 
with respect to Duke Energy common stock). 

Miscellaneous 

As noted above, the discussion set forth above is a summary of the material financial analyses presented by BofA Merrill Lynch to the Duke 
Energy board of directors in connection with its opinion and is not a comprehensive description of all analyses undertaken by BofA Merrill Lynch 
in connection witli its opinion The 
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preparation of a financial opinion is a complex analytical process involving various determinations as to the most appropriate and relevant methods 
of financial analysis and the application of dose methods to the particular circumstances and, therefore, a financial opinion is not readily 
s Able to partial analysis or summary description BofA Merrill Lynch believes that its analyses summarized above must be considered as a 
v,. ,a. BofA Merrill Lynch further believes that selecting portions of its analyses and the factors considered or focusing on information presented 
in tabular format, without considering all analyses and factors or the narrative description of the analyses, could create a misleadmg or incomplete 
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view of the processes underlying BofA Memll Lynch‘s analyses and opinion. The fact that any specific analysis has been referred to in the 
summary above is not meant to indicate. that such analysis was given greater weight than any other analysis undertaken by BofA Merrill Lynch 

In performing its analyses, BofA Merrill Lynch considered industry performance, general business and economic conditions and other 
matters, many of which are beyond the control of Progress Energy, Duke Energy and BofA Merrill Lynch. The estimates of the hture performance 
o yess Energy and Duke Energy in or underlying BofA Merrill Lynch’s analyses are not necessarily indicative of actual values or actual 
futue results, which may be significantly more or less favorable than those estimates or those suggested by BofA MedLynch’s d y s e s .  These 
analyses were prepared solely as part of BofA Memll Lynch‘s analysis of the fairness, from a financial point of view, of the exchange ratio and 
were provided to the Duke Energy board of directors in connection with the delivery of BofA Merrill Lynch’s opinion. The analyses do not purport 
to be appraisals or to reflect the prices at which a company might actually be sold or the prices at which any securities have traded or may trade at 
any time in the future. Accordmgly, the estimates used in, and the ranges of valuations resulting from, any particular analysis described above are 
inherently subject to substantial uncertainty and should not be taken to be BofA Merrill Lynch’s view of the actual values of Progress Energy or 
Duke Energy. 

The type and amount of consideration payable in the merger was determined through negotiations between Progress Energy and Duke 
Energy, rather than by any f m c i a l  advisor, and were approved by the Duke Energy board of directors. The decision of Duke Energy to enter into 
the merger agreement was solely that of the board of directors of Duke Energy. As described above, BofA Merrill Lynch’s opinion and analyses 
were among the many factors considered by the Duke Energy board of directors in its evaluation of the merger and should not be viewed as 
determinative of the views of the Duke Energy board of directors or management with respect to the merger or the exchange ratio. 

BofA Memll Lynch acted as financial advisor to the Duke Energy board of directors solely to render its opinion and a fee in the amount of 
$4.0 million for its services became payable upon the rendering of its opinion No amount payable to BofA Merrill Lynch by Duke Energy is 
contingent on the completion of the merger. In addition, Duke Energy has agreed to reimburse BofA Merrill Lynch for its expenses incurred in 
connection with BofA Merrill Lynch‘s engagement, and to indemnify BofA Merrill Lynch, any controlling person of BofA Merrill Lynch and each 
of their respective directors, officers, employees, agents and affdiates against specified liabilities, including liabilities under the federal securities 
laws. 

BofA Merrill Lynch and its affiliates comprise a full service securities fm and commercial bank engaged in securities, commodities and 
derivatives trading, foreign exchange and other brokerage activities, and principal investing as well as providing investment, corporate and private 
banlang, asset and investment management, financing and financial advisory services and other commercial services and products to a wide range 
of companies, governments and individuals. In the ordinary course of their businesses, BofA Memll Lynch and its affiliates may invest on a 
principal basis or on behalf of customers or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise 
e‘ 
 EL-,^, Progress Energy and certain of their respective afffiates. 

transactions in the equity, debt or other securities or financial insfmments (includmg derivatives, bank loans or other obligations) of Duke 

In addition, BofA Memll Lynch and its affiliates in the past have provided, currently are providing, and in the future may provide, investment 
banlang, commercial banking and other f m c i a l  services to Duke Energy 
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and/or certain of its affiliates and have received or in die future may receive compensation for the rendering of these services, includuy: (i) having 
acted as j o i n t - b o o h e r  in connection with a $750 million public offering of 5.30% First and Refundmg Mortgage Bonds for a wholly-owned 
subsidiary of Duke Energy in November 2009, (ii) having acted as co-syndication agent and lender in connection with Duke Energy’s $3.1 billion 
revolving credit facility in June 2007, (iii) having acted or acting as lead arranger and lender in connection with a $330 million letter of credit for a 
wholly-owned subsidiary of Duke Energy in September 2008 and (iv) having provided or providing certain cash and treasury management services 
to Duke Energy and/or certain of its &diates. Duke Energy and its affiliates paid aggregate fees of approximately $6 million to BofA Memll 
Lynch and its affdiates during the two years prior to the date of BofA Memll Lynch’s opinion. 

In addition, BofA Menill Lynch and its affiliates in the past have provided, currently are providing, and in the future may provide, investment 
banlang, commercial banking and other f m c i a l  services to Progress Energy and/or certain of its affiliates andhave received or in the future may 
receive compensation for the rendering of these services, includmg (i) having acted as j o i n t - b o o h e r  in connection with a $250 milhon public 
offering of 4.55% First Mortgage Bonds and $350 million public offering of 5.65% First Mortgage Bonds, each for a wholly-owned subsidiary of 
Progress Energy in March 201 0, (ii) having acted as joint-booknnmer in connection with Progress Energy’s $300 million public offering of 6.05% 
Senior Notes and $450 million public offering of 7.05% Senior Notes, each in March 2009, (iii) having acted or acting as co-lead arranger and 
lender in connection with a $750 million revolving credit facility for a wholly-owned subsidiary of Progress Energy in October 201 0 and 
(v:’ Laving provided or providing certain cash and treasury management services to Progress Energy and/or certain of its affiliates. 

Progress Energy’s Reasons for the Merger and Recommendation of Progress Energy’s Board of Directors 
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The Progress Energy board of directors unanimously determined that the merger agreement was advisable and in the best interest of Progress 
Energy and its shareholders and approved the merger agreement and the transactions contemplated thereby, and unanimously recommends that the 
Progress Energy shareholders vote “FOR the proposal to approve the plan of merger contained in the merger agreement. For a discussion of 
interests of Progress Energy’s directors and executive officers in the merger that may be different from, or in addition to, the interests of Progress 
E ~ r g y ’ s  shareholders generally, see “The Merger-Werests of Directors and Executive Officers in the Merger-Interests of Directors and 
E five Officers of Progress Energy in the Merger,” beginning on page [-I. 

In reachrng its decision to adopt the merger agreement and recommend its approval by the Progress Energy shareholders, the board consulted 
with Progress Energy’s management and its legal and financial advisors, and considered a variety of factors with respect to the merger, including 
those matters discussed in “-Background of the Merger.” Tlie following discussion of the information and factors considered by the Progress 
Energy board of directors is not exhaustive. In view of the wide variety of factors considered in connection with the merger, the Progress Energy 
board of directors did not consider it practical, nor did it attempf to quanbfy or otherwise assign relative weight to different factors it considered in 
r e a c h  its decision In addition, individual members of the Progress Energy board of directors may have given different weight to different 
factors. The Progress Energy board of directors considered this information as a whole, and overall considered it to be favorable to, and in support 
of, its determination and recommendations. Among the material information and factors considered by the Progress Energy board of directors were 
the following: 

Increased Scale, Scope and Regulatory Diversificaiion. Tlie Progress Energy board of directors considered that the merger will create 
a diversified combined company with significant scale and scope-the largest U.S. electric utility measured by number of regulated 
customers, generation capacity, and equity market capitalization If the merger were completed as of December 31, 2010, the combined 
company would have a regulated customer base of approximately 7.1 million electric customers in six regulated service territories 
(North Carolma, South Carolina, Florida, Indiana, Kentucky and Ohio) which the Progress Energy board of directors viewed as having 
generally 
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favorable regulatoj environments, approximately 57 gigawatts of domestic generating capacity from a diversified mix of coal, nuclear, 
natural gas, oil and renewable resources, and approximately $37 billion in equity market capitalktion The scale, scope and regulatory 
diversification of the-combined company, compared to Progress Energy on a stand-alone .basis, are expected to result in (i) increased 
financial stability, (ii) superior access to capital, (iii) greater ability to undertake the signd-icant fleet a d  gridmodemization.andnew 
generation construction programs required to respond to increasing- enviromnental’regulation, plant retirements and demand growth, 
(iv) greater,ability to spread,bus&ess strategy execution risk across a larger enterprise and (v) a stronger voice in shaping national and 
relevant state energy an i  dcononiik develdpment.pqlicieii. 

Iricreased Financial Stability. The Progress Energy board of directors conkidered that the increased scale, scope andregulatory 
diversification ofthe combined company’s operations, compared to Progress.Energy on a stand-alone basis, are expected to provide a 
stronger balance sheec improved credit metrics, with a lower overall risk’profile anctassociated cost of capital benefits, superior cash 
fiow, reduced need for equity issuance, and gregter overall.financia1 stability. 

Premium Overh!€arlcet’Price and Tax-Free hkchange. The Progress Energy boardof directors considered the historical stock prices 
of Progress Energy and Duke Energy, including that the 2.61 25.exchange ratio represented a 7.1 % premium over the closing price of 
Progress Energy’s common stock on January 5,201 1, the last trading day before various ne- outlets began reporting: that Progress 
Energy may liave been engaged in mergerdkcimions with a third party. The Progress Energy board of directors constdered the 
potential for appreciation in value of Duke Energy common stock following the completion of the merger, and the opprtunity for 
Progress Energy shareholders receiving shares of.Duke Energy common stock in the merger to participate in this appreciation. Tlie 
Progress Energy b a r d  of directors also took into account the fact that the Progress Energy merger is intended to be tax-free to the 
holders of Progress Energy common stock. 

Potential Earnings and Dividend Growth. The Progress Energy board of directors also considered the eanings, cash flow, balance 
sheet and dividend &pact ofthe merger. The Qogress Energy b m d  of directors considered that ean-kgs growth in the combined 
company .is expected ,to- be at a rate greater than that expected for Progress Energy ‘on a s,tand-alone basis, arid that assuming the 
combined company maintains.Duke Energy’s current dividend rate, the dividend to be received by holders of Progress Energy common 
stock following the effective date of the merger is expected to be at least 3% higher than the dividend they currently receive on their 
Progress Energy shares. The Progress Energy board of directors also considered that the combined company’s dividend is projected to 
grow at a greater’rate than the Progress Energy dividend, and be more secure because it will involve a lower ratio ofpayout to earnings 
and be suppbrted ky the combined company’s strong balance sheet and cash flows. The Progress Energy board of directors also 
coniidered potential financial benefits that could be obtained from strategic initiatives for Duke Energy’s businesses that had been 
previously publicly identified by Duke Energy. See “Opinions of Financial Advisors to Progress Energy” beginning on page [-I. 
Shared Strategic l?+ion and Governance. The Progress Energy board of directors considered that Progress.Energy and Duke Energy 

- 
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share a common strategic vision for the future of the combined company as a United States focused multi-regional regulated electric 
utility with related non-utility activities. The Progress Energy board of directors believes that the governance arrangements for the 
combined company provided for in the merger agreement will increase tlie likelihood of effective implementation of this strategic 
vision. These governance arrangements include: 

f * Mr. Johnson will be the president and chief executive officer of the combined company. 
* 

* 

Mr. Rogers will be the executive chairman of the board of directors of the combined company. 

The senior management team named in the merger agreement draws from the senior management teams of both companies. 
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The combined company’s board of directors will have.seven directors designated by Progress Energy and eleven directors 
designated by Duke Energy..The lead director will be designated by Duke Energy. 

The combined company’s board committee assignments will be allocated on a balanced basis among Progress Energy and Duke 
Energy designees. 

See “The Merger-Continuing Board and Management Positions’’ beginning on page [-] . 

Capitpl Invesfment Strategy. The Progress Energy board of directors considered’the benefits that are expected to result from the 
combined company’s future capital investment strategy wlich flows from the strategic vision described above and aims to 
(i)’concentrate capital investment in the domestic regulated electric utilities, (ii) focus on earning allowed returns in each of the 
regulated businesses, and (Gi) rotate capital to businesses that earn higlier risk-adjusted returns. 

New Nilclear Development Capability. The Progress Energy board of directors considered that the combined company is expected to 
be in a stronger position to. build the new nuclear generating facilities that southeastern utilities will need to consider undertaktng with 
respect to the’ potential requirements of future carbon emission restrictions and other environmental legislation and regulatiog plant 
retirements and demand growth. The .derger will result in a combined company expected to have the scale and f m c i n g  capability 
needed to undertake new nuclear projects. The Progress Energy.boFd of directors also considered that execution of a new nuclear 
program will be facilitated by the combined company’s curre@ly operathg nuclear fleet of nine gigawatts (the largest regulated nuclear 
fleet in the United States), its four potential sites for new nuclear generation and three pending license applications, . a  larger customer 
base to particihate in the benefits and risks of nuclear constructio~, and’a nuclear organization with best-in-class operational, safety and 
construction experience. 

Cost Smrings and Efficiencies. The Progress Energy board of directors considered the significaizt benefits that it expects customers iri 
Nodi  Carolina and South C ~ o h  miill receive & a result ofjoint system dispatch and fuel purchase savings through the coordinated 
operation of tlie contiguous .and ,iritercorinected Progress Energy Ca$olhas and Duke & e r e  Ca$oli.nas systems, and that these benefits 
should make regulatory approval in North Carolina and South Carolina easier to obtain than would be the case for other potential 
strategic combinations. Progress Ehergy estimates these benefits to the combined company’s Customers to be in the range of $600-$800 
million over a fiveLyear period In addition totliese jointdispatch and fuel cost savings, the Progress Energy board of directors 
considered that, although no assurance c m  be. given thakany particular level of cost efficiencies will be achieved, management believes 
sipnificant additional net efficiencies will be realized from corporate activities, the regulated utilities and the unregulated businesses of 
the combined company. The Progress Energy board of directors considered that the savings realized in the combined company’s 
regulated businesses should benefit customers over time t l~ough normal rate-ma@ proceedirigs, and mitigate hticipated rate 
increases required due to the costs of new generation and compliance with environmental regulations. 

Allernatives to the Merger. The Progress Energy board of directors carefully considered a range.ofstrategic alternatives to the merger, 
includmg continuing to- operate as a stand-alone entity. See “The Merger-Background of the Merger” beginning on page [-I. 
Combined Expertise.. The Progress Energy board of.directors considered that the merger will combine complementary areas of 
expertise, including operational, regulatory and nuclear skill sets, and tlie sigruficant prior experience tlie two companies have had 
integrating merged businesses. The combined company is expected to draw upon the intellectud capitas technical expertise, and 
experience of a deeper andniore diverse workforce. 

Opinions of Financial Advisors to’ Progress Energy. The Progress Energy board of director3 considered the opinions of Lazard and 
Barclays to the effect that as of January 8,201 1, and subject to and based upon the assmptioni, procedures, factors, qualifications and 
limitations set forth in tlieir 
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respective written opinions, the 2.6125 exchange ratio was fair, from a fmancial point of view, to the holders of Progress Energy 
common stock. The Progress Energy board of directors also considered that the financial advisors’ opinions speak only ‘as of J ~ u a ~ y  8,. 
201 1, and are not required to be up,dated as a closing con,ditioa See “Opinions of Fbancial Advisors to Progress Energy” begidpg on 

Recommendation of Matiagetnent. The Progress Energy board of directori considered Progress Energy,man’agement’s 
recommendation ;1. support of the merger. 

Due Diligence. The Progress Energy board of directors considered the scope of the due diligence investigation conducted by Progress 
Energy’s management and outside advisors, and evaluated the,results of those investigations. 

T&ms of tlre Merger Agreement. The Progress Energy board of directors reviewed the terms of the merger agreement, including the 
degree of mutuality and symmetry of representations, obligations and rights of the parties under the merger agreement, the conditions to 
each party’s’obligation to complete the merger, the instances in which each party is permitted to terminate the merger agreement a d  
the related termination fees payable by each party in the event of termination’of the merger agreement under specified ckcumstances. 
The Progress Energy board of directors also considered the fact that the merger agreement allows it to change or withdraw its 
recommendation,regarding the merger proposal if a superior transaction proposal is received from a third party or in response to certain 
material developments or changes,in circumstances if, in either case, the Progress Energy board of directors determines that a failure to 
change’ its recommendation would be reasonably likely to result in a breach of its fiduciary duties under applicable ‘law, subject to the 
payment df a termination fee under certain circumstances. See “The Merger Agreement” beginning on page [-] for a detailed 
discussion of the terms, and conditions of the’merger agreement 

Likelihood of Completion, of the Merger. The Progress Energy board of directors considered the likelihood,that the merger,will be 
completed on atknely bask, including tlie likelihood that the merger will receive approvals &om both.compiinies’ shareholders and all 
necessary regulatory approvals without unacceptable conditions. 

Impact on Czistomers. The Progress Energy board of directors considered that the merger would have a favorable impact on Progress 
Energy’s customers. Specifically, themerger should benefit customers through operating efficiencies over time. Customers in North 
Carolina and South Carolina are expected to benefit &om fuel and joint dispatch efficiencies, which Progress Energy expects to’help 
mitigate the combined company’s need for future rate increases as the combined company meets its capital expenditure needs in 
responie to increased electric demand, environpental regulation and requirements for increased efficiency in its generation fleet and its 
transmission and distribution systems. The combined company’s customers shouldalso benefit from each company’s commitment to 
.customer service and the delivery of clean, affordable and-reliable energy. 

Impact of tlre Merger on Conuturnitiex The Progress Energy board of directors considered the expected impact of the merger on the 
communities served by Progress Energy. 

Employee Madem. The Progress. Energy board of directors considered that the combined company will give fair and equitable 
consideration to employees in connection with job opporisinities and any workforce reductions in the combined company. The 
combined company will provide severance benefits which are no’less favorable than thme provided to employees of Progress Energy 
immediately prior to the merger. The Progress Energy board of directors also considered the provisioi7s ofthe term sheets goveming 
Mi-. Johnson’s and Mr. Roge~;’ terms .of employment by the combined compiiny. 

page. [--I ‘ 

The Progress Energy board of directors also considered the potential risks of the merger, including the following: 

Exchange Ratio. The Progress Energy board of directors considered that the merger consideration is based on an exchange ratio of 
shares of Duke Energy common stock for each share of Progress Energy 
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common stock that would not adjust upwards to compensate for declines, or downwards to compensate for increases, in the price of 
Duke Energy common stock prior to tlie closing of the merger, and that the terms of the merger agreement did not include termination 
rights expressly triggered by a decrease in the value of the merger consideration due to a decline in the market price of Duke Energy 
common stock. The Progress Energy board of directors determined that this structure was appropriate and the risk acceptable in view of 
the Progress Energy board of directors’ focus on the relative intrjnsic values and hancial performance of Duke Energy and Progress 
Energy and the percentage of the combined company to be owned by former holders of Progress Energy common stock. 

DukeEnergy Birsiness Risks. The Progress Energy board of directors considered certain risks inherent in Duke Energy’s business and 
operations, includmg risks inherent in Duke Energy’s unregulated domestic and international businesses, r isks relating to returns 
associated with Duke Energy’s regulated business operations, Duke Energy’s nuclear generating facilities, the regulatory environment 
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for Duke Energy Ohio and related financial impacts, the cost increases and related regulatory proceedmgs concernkg Duke Energy 
Indiana’s Edwardsport facility, the ethics investigation in connection with the hiring of a former Indiana state government attorney, the 
claims against Duke Energy arising from the bankruptcy of Crescent Resources, LLCj and Duke Energy’s environmental and other 
contingent.lia6ilities. Taking into account input from management and outside advisors regarsing the due .diligence process, the 
Progress Energy board of directors believed that these risks were manageable ds part of the ongoing business of @e combined company. 
In connection with these risks, the Progress Energy board of directors considered certain structural protectioni in the merger agreement 
such as (i) the ability of the Progress Energy board of directors to change its recowentiation because of the occurrence.prior to the 
Progress Energy shareholder vote on the merger of adverse ckcumstances affecting Duke Energy if to not do so would be reasonably 
likely to result in a breach of the Progress Energy board.of directors’ fidwiary’duties and’(ii)ihe closing condition thaf except as 
disclosed by Duke ‘Energy to Progress Energy &the merger agreement and certain sections of the Duke Energy Disclosure Letter, no 
“materid.’adve~e effect” (iis defined in the merger agreement) h& occurred with’respect to Duke Energy skce December 31, 2009.. 
The Progress Energy bo:ard’also took notice that the term&tion,date specified in the merger agreement is 12 .moriths after signing of the 
merger agreement, which date.can be extended to 18 months under certain circumstances. 

Integration. The Progress Energy board,of directors ,considered the challenges inherent in the combination of two business enterprises 
of the size and scope of Duke Energy and Progress Energy, includmg the possibility of not achieving the anticipated efficiencies and 
other benefits of the merger., 

Termination Fee. The Progress Energy board of directors considered the risk that, although Progress Energy has the right under certain 
limited circumstances to consider and participate in negotiations with respect to alternative acquisition proposals, the provisions of the 
merger agreement relating to the potential payment of a termination fee of $400maon or expenses of $30 million.to Duke Energy may 
have the effect of.discouraging such proposals. See “The Merger Agreement-Termination Fees; Reimbksement of Expenses” 
beginning onpage [--I for further information. 

Restrictions on Interim Opemdons. The Progress Energy board of directors considered the provisions ofthe merger agreement placing 
restrictions on Progress Energy’s operations until completion of the merger, and the extent of those restrictions as negotiated between 
the parties. 

Regulafoqi Approvdi. The Progress Energy board of directors considered the regulatory approvals required to complete the merger and 
the risk that the applicable governmental authorities arid other third parties may seek to impose unfavorable terms or conditions on the 
required approvals. The Progress Energy board of directors also considered the potential length of the regulatory approval process and 
the risk of a required’govemment approval imposing a condition that constitutes a “burdensome effect,” which would allow either Duke 
Energy or Progress Energy to decide not to close the transaction In this regard, the Progress Energy board of directors considered the 
level ‘of materiality required for a condition in a regulatory approval to constitute a burdensome effect See the 
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section entitled, “The Merger Agreement-Conditions to the Completion of the Merger” beginning on page I-] for a description of 
these matters. 

Fmhre to Close The Progress Energy board of directors considered the risks and contingencies relating to the announcement and 
pendency of the merger and the risks and costs to Progress Energy if the closing of the merger is not timely, or if the merger does not 
close at all, i n c l u h  the impact on Progress Energy’s relationships with employees and third parties. 

Diversion of Focus The Progress Energy board of directors considered the risk of diverting management focus, employee attention and 
resources from other strategic opportunities and from operational matters while worlang to complete the merger. 

C;overnance~a,zge~nen;ts. The Progress Energy board of directors considered the possibility that one or more of the senior execufive 
officers for the combined company named in the merger agreement might be unable or unwilling to serve, and the effect such an 
occurrence might have on the prospects for effective execution of the combined company’s strategic plan The Progress Energy board 
of directors also considered the facts that former Progress Energy directors will not constitute a majority of the combined company’s 
board of directors and Progress Energy shareholders will hold approximately 37% of the common stock of the combined company upon 
completion of the merger and will therefore not control the combined company. 

Transaction Costs The Progress Energy board of directors considered the substantial costs to be incurred in connection with the 
merger, including the costs of integrating the businesses of Progress Energy and Duke Energy and the transaction expenses arising from 
the merger. 

Personnel. The Progress Energy board of directors considered the adverse impact that business uncertainty pen- completion of the 
merger could have on Progress Energy’s ability to amact, retain and motivate key personnel until the merger is completed. 

Intei-e& of Directors and Officers. The Progress Energy board of directors considered the interests that certain executive officers and 
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hectors of Progress Energy may have with respect to the merger m addition to their Interests as shareholders of Progress Energy, 
includmg Mr. Johnson who is expected to be president and chief executive officer of the combined company, the four other Progress 
Energy officers who have been named as members of the senior management team of the combined company and the fact that seven 
Progress Energy directors would be named to serve onthe combined company’s board of directors. See “Interests of Directors and 
Executive Officers in the Merger-hterests of Directors and Executive Officers of Progress Energy in the Merger” beginning on page 
I--) for M e r  information 

Other Risks Considered. The Progress Energy board of directors considered the types and nature of the risks described under the 
section entitled, “’Risk Factors” beginning onpage 1-1. 

The Progress Energy board of directors believed that, overall, the potential benefits of the merger to Progress Energy and Progress Energy’s 
shareholders outweighed the risks considered by the Progress Energy board of directors. 

The Progress Energy board of directors realized that there can be no assurance about future results, includmg results considered or expected 
as described in the factors listed above. It should be noted that this explanation of the Progress Energy board of directors’ reasoning and all other 
information presented in this section are forward-lookmg in nature and, therefore, should be read in light of the factors discussed under the heading 
“Cautionary Statement Regarding Forward-Looking Statements” beginning on page 1-1. 
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Opinions of Pinancial Advisors to Progress Energy 

Opinion of Lazard Frbes & Co. LLC 

Progress Energy retained Lazard to provide it with financial advisory services and a faimess opinion in connection with die merger. Lazard is 
an internationally recognized investment banlung f i  providmg a full range of financial advisory and other services. Progress Energy selected 
Lazard because of its qualifications, expertise and reputation in investment banlarJg and mergers and acquisitions, as well as its familiarity with the 
business of Progress Energy. On January 8,201 1, Lazard rendered its written opinion to the Progress Energy board of directors that, as of such 
date, and based upon and subject to the assumptions, procedures, factors, qualifications and limitations set forth therein, the exchange ratio was 
fair from a f i c i a l  point of view, to holders of Progress Energy common stock. 

The full text of Lazard’s written opinion, dated January 8,2011, which sets forth the assumptions made, procedures followed, 
factors considered and qualifications and limitations on the review undertaken by Lazard in connection with its opinion, is attached to this 
docunient as Annex D and is incorporated by reference herein in its entirety. The following summary of Lazard’s opinion is qualified in its 
entirety by reference to the full text of the opinion. You are encouraged to read Lazard’s opinion and this section carefully and in their 
entirety. 

Lazard’s opinion was directed to the Progress Energy board of directors for the information and assistance of the Progress Energy board of 
directors in connection with its evaluation of the merger and addressed only the fairness as of the date of the opinioq from a f i i c i a l  point of 
view, of the exchange ratio to holden of Progress Energy common stock. Lazard’s opinion was not intended to, and does not constitute a 
recommendation to any shareholder as to how such shareholder should vote or act with respect to the merger or any matter relating thereto. 
Lazard’s opinion was necessarily based on economic, monetary, market and other conditions as in effect on, and the information made available to 
Lazard as of, the date of the opinion Lazard assumed no responsibility for updating or revising its opinion based on circumstances or events 
occurring after the date of the opinion Lazard did not express any opinion as to the prices at which shares of Progress Energy c o m o n  stock or 
Duke Energy common stock may trade at any .time subsequent to the announcement of the merger. In connection with its engagement, Lazard was 
not authorized to, and did not, solicit indications of interest from tl-lird parties regarding a potential transaction with Progress Energy, and Lazard‘s 
opinion does not address the relative merits of the merger as compared to any other transaction or business strategy in which Progress Energy 
might engage or the merits of the underlying decision by Progress Energy to engage m the merger. 

In connection with its opinion, Lazar& 

Reviewed the frnancial terms and conditions of a draft, dated January 7,201 1, of the merger agreement; 

Reviewed certain publicly available historical business and financial dormation relating to Progress Energy and Duke Energy; 

Reviewed various fmancial forecasts and other data provided to Lazard, or approved for Lazard’s use, by Progress Energy relating to 
the businesses ofprogress Energy andDuke Energy; 

Reviewed various financial forecasts and other data prepared by the management of Duke Energy, provided to Lazard by Progress 
Energy, relating to the business of Duke Energy; 

Held &scussions with members of the semor managements of Progress Energy andDuke Energy with respect to the businesses and 
prospects of Progress Energy andDuke Energy, respectively, and reviewed the financial benefits, including the amount and timing 

* 
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thereof, anticipated by the managements of Progress Energy and Duke Energy to be realized from the merger; 

Reviewed public information with respect to certain other companies in lines of business Lazard believed to be generally relevant in 
evaluating the businesses of Progress Energy and Duke Energy, respectively; 
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Reviewed the.financia1 terms of certain business combinations Lazard believed to, be generally relevant in evaluating the merger; 

Reviewed historical stock prices and trading volumes of Progress Energy common stock:and Duke Energy common stock; 

Reviewed the potential pro forma financial ,impact of the merger onD,uke Energy based on the financial forecasts referred to above 
relating to Progress Energy and Duke Energy; and 

Conducted such other f m c i a l  studies, analyses and investigations as Lazard deemed appropriate. 

Lazard assumed and relied upon the accuracy and completeness of the foregoing information, without independent verification of such 
information Lazard did not conduct any independent valuation or appraisal of any of the assets or liabilities (contingent or otherwise) of Progress 
Energy orauke Energy or concerning the solvency or fair value of Progress Energy or Duke Energy, and Lazard was not furnished witli,any such 
valuation or appraisal. With respect to the financial forecasts utilized in Lazard's analyses and the financial benefits anticipated by the 
managements of Progress Energy and Duke Energy to be realized from the merger, Lazard assumed, with the consent of Progress Energy, that they 
were reasonably prepared in good faith on bases reflecting the best currently available estimates and judgments of the managements of Progress 
Energy and Duke Energy as to the future financial performance of Progress Energy and Duke Energy, respectively, and as to such fmancial 
benefits. With respect to the f m c i a l  benefits anticipated by tlie managements of Progress Energy and Duke Energy to be realized from the 
merger, Lazard assumed, with the consent of Progress Energy, that the estimates of the amounts and timing of such f m c i a l  benefits were 
reasonable and that such f m c i a l  benefits would be realized substantially in accordance with such estimates. Lazard assumed no responsibility for 
and expressedno view as to any such forecasts or estimates, or the assumptions on whicli they were based. 

In rendering its opinion, Lazard assumed, with-the consent of Progress Energy, that the merger would be consummated onthe terms described 
in the merger agreement, without any waiver or modification of any material terms or conditions. Representatives of Progress Energy advised 
J- 3, and Lazard assumed, that-the merger agreement, when executed, would conform to the draft reviewed by Lazard in all material respects. 
L u d  also assumed,, with the consent of Progress Fhergy, that obtaining the necessary governmental, regulatory or third party approvals and 
consents for the merger would not have an adverse effect that is material with respect to Progress Energy, Duke Energy, the combined company, 
the merger or the benefits anticipated by the managements of Progress Energy and Duke Energy to be realized from the merger. Lazard W e r  
assumed, with the consent ofprogress Energy, tlGtthe merger would qual& for United States federal income tax purposes as a reorganization 
within the meaning of Section 368(a) of the Code. Lazard did not express any opinion as to any tax or other consequences that might result from the 
merger; nor did Lazard's opinion address any leg4 tax; regulatory or accounting matters, as.to w12ch Lazatd understooif that Progress Energy had 
obtained such advice as $deemed necessary from qylified professionals. Lazard expressed no view or opinion.as to any terms or other Fpects or 
implkations (other ti1211 the exchange ratio to, the,extent expressly.specified in the opinion) of tlie merger, idcluding, without lirriitation, the form or 
structure of the merger or any agreements m arrangements entered into in connection with, or contemplated by, the merger. In addition, Lazard 
expressed no view or opinion as to tile fairness of the amount or nature of, or any other aspects relating to, the compensation to any officers, 
'directors or employees of any parties to the merger, or class of such persons, relative to the exchange ratio or otherwise. 

In connection with Lazard's sersices as financial advisor to Progress Energy with respect to the merger, Progress Enetgy agreed to pay 
Lazard a fee equal to $25 million less previously paid retainers of $1 2 5  million, of which one-fourth was payable upon tlie signing of the merger 
agreement, one-fourth is payable upomhareholder approval of the merger and one-half is payable upon the completion of the merger. Progress 
Energy has also agreed to reimburse Lazard for certain expenses incurred in connection with Lazard's engagement and to indemnify Lazard and 
certain related persons under certain circumstances against various liabilities that may arise from or be related to Lazard's engagement includmg 

es under United States federal securities laws. 
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Lazard, as part of its investment banking business, is continually engaged in the valuation of businesses and their securities in connection 
v. nergers and acquisitions, negotiated underwritings, secondary distributions of listed and unlisted securities, private placements, leveraged 
b, - ds, and valuations for estate, corporate and other purposes. Lazard has been continuouSly retained by Progress Energy since April 2006 to 
provide f m c i a l  advisory services. Lazard in the past has provided and in the future may proyide certain investment banking services to Progress 
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Energy and Duke Energy and certain of their respective affiliates, for which Lazard has received and may receive compensation, includmg having 
provided advisory services to Duke Energy in connection with their review of Duke Energy’s standalone business plan and services in connection 
with Duke Energy’s 2007 spin-off of Spectra Energy Corp and its 2006 acquisition of Cinergy Corp., and Lazard Capital Markets LLC (an entity 
owned in large part by the managing directors of Lazard) having acted in the last two years as (i) a co-manager of an offering of common stock of 
Prp--ess Energy in January 2069 and (ii) a co-manager of $950 million noks offering for Progress Energy in November 2009. Lazard also served 
at ~ ~ ncial advisor fiom January 2009 until July 201 0 to Crescent Resources, LLC, a joint venture between Duke Energy and Morgan Sknley Real 
Estate F@&, iri connection with its bankruptcy proceedmg and debt reshcturing. Progress Energy agd its affiliates paid aggregate.fees of 
approximately $1.6 million to Lazard and its affiliates during the two years preceding the date of Lazdrd’s opinion In addition, in the ordinary 
course of theu respective businesses,.Lazard, L.azard Capital Markets LLC and their respecfive,affiliates may actively trade securities of Progress 
Energy, Duke Energy and certain of their respective affiliates for their own accounts and for the accounts of their customers and, accordmg’ly, may 
at anytime hold a long or short position in such securities, and may also trade and hold securities onbehalf of Progress Energy, Duke.Energy and 
certain of their,,respective affdiates. The issuance of La?$s ‘opinion was approved by the opinion committee of.Lazard 

In connection with renderirig its opinion, Lazard performed certain f i c i d  comparative arid other analyses that Lazard deemed appropriate 
‘in connection with rendering its opinion as summarized below under ‘‘--Summary of Lazard Financial Analyses.” The summary of the d y s e s  
and reviews described below under ‘+--Summary of Lazard Financial Analyses” is not a complete description of the analyses and reviews 
underlying Lazard’s opinion The preparation of a fairness opinion is a complex process involving various determinations as to the most 
appropriate and relevant methods of financial analysk and review and the applicatioa of.’those methods to particular circumstances, and, therefore, 
is not readily susceptible to partiai analysis or sunpnary description Considering selected portions of these analyses andreviews or the summary 
contained in ‘‘-Summary of Lazard Financial,Analyses,” without coiisidering the analyses and reviews as a whole, could create’an incomplete or 
misleading view of the analyses and reviews underlying Lazard’s opinion In arriving at its opinion, Lazard considered the results of all of its 
analyses &d reviews and did not attribute tiny particular weight to any factor, analysis or review considered by it; rather, Lazard made its 
determination as to fairness on the basis of its experience and professional judgment after considering the results of all of its analyses and reviews. 

For purposes of its analyses and reviews, Lazard considered industry performance, general business, economic, market and financial 
conditions and other matters, many of which are beyond the control of Progress Energy and Duke Energy. No company, business or transaction 
used in Lazard’s analyses and reviews as a comparison is identical to Progress Energy,.Duke Energy .or the merger, and an evaluation of the results 
of those analyses is not entirely mathematical. Rather, the analyses and reviews involve complex considerations and judgments concerning 
financial and operating clmacteristics and other factors that could affect the acquisition,.public tradmg or other values of the companies, businesses 
or transactions used in’lazard’s analyses and reviews. The estimates contained in La-d’s analyses and reviews and the ranges of valuations 
resulting fiom any particular analysis or review &re not necessarily indicative of actual values or predictive of future results or values, which may 
bP ’d icant ly  more or less favorable than those suggested by Lazarcl‘s analyses arid reviews. In addition, analyses relating to the value of 
c 
be sold. Accordingly, the estimates used in, and theresults derived from, Lazard!s analyses are inherently subject to substantial uncertainty. 

mies, businesses or securities do not purpork to be-appraisals or to reflect the prices at which companies, businesses or securities actually may 
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S1~mirn31 of Lazard Fiirwzciai Analyses 

The following is a summary of the material financial analyses reviewed with the Progress Energy board of directors in connection with 
Lazard’s opinioix dated January 8,201 1. The summary of the analyses and reviews provided below includes information presented in tabular 
format. In order to fully understand Lazard’s analyses and reviews, the tables must be read together with the full text of each summary. The tables 
alone do not constitute a complete description of Lazard’s analyses and reviews. Considering the data in the tables below without considering the 
full description of the analyses and reviews, including the methodologies and assumptions underlying the analyses and reviews, could create a 
misleading or incomplete view of Lazard’s analyses andreviews 

Except as otherwise noted, tlie following quantitative information, to the extent that it is based on market data, is based on market data as it 
existed on or before January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction involving Duke 
Energy and Progress Energy, and is not necessarily indicative of current market conditions. For purposes of Lazard’s financial analyses 
summarized below, the exchange ratio refers to the exchange ratio of 2.6125 shares of Duke Energy common stock for each share of Progress 
Energy common stock provided for in the merger agreement before adjustment for the Duke Energy reverse stock split expected to occur prior to 
the completion of the merger, as to which reverse stock split Lazard expressed no opinion 

Selected Comparable Conzpaizy Trading Analysis. Lazard reviewed and analyzed certain financial information, valuation multiples and 
market trading data relating to selected comparable publicly traded regulated electric and gas utility companies whose operations Lazard believed, 
b P -  -3 on its experience wtli companies in the regulated electric and gas utility industry, to be similar to each of Progress Energy’s and Duke 
E 
and Duke Energy. 

1’s  operations for purposes of this analysis. Lazard tlien compared such information to the correspondmg information for Progress Energy 
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The selected group of companies used in tlis analysis with respect to Progress Energy (the “Progress Energy comparable companies”) was as 
follows: 

Consolidated Edison, Inc. 

Duke Energy 

PG&E Corporation 

SCANA Corporation 

Southern Company 

Xcel Energy Inc. 

American Electric Power Company, Inc. 

/ 

The selected group of companies used in this analysis with respect to Duke Energy (the “Duke Energy comparable companies”) was as 
follows: 

* 

Alliant Energy Corporation 

Dominion Resources, Inc. 

FirsEnergy Corp. 

PG&E Corporation 

Progress Energy 

SCANA Corporation 

Southern Company 

Xcel Energy Inc. 

American Electric Power Company, Inc. 
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Lazard calculated and compared various financial multiples and ratios of the selected companies, includmg, among other tt.lmgs: 

the ratio of each company’s January 5,2011 share price to its calendar year 2011 and 2012 estimated eamings per share, commonly 
referred to as EPS; 

the ratio of each company’s share price to its calendar year 201 1 estimated EPS divided by the estimated m u a l  total return of each 
company’s shares (based on the estimated long-term growth rate and 201 1 dividend yield); and 

the ratio of each company’s enterprise value, calculated as the market capitalization of each company (baed on each company’s closing 
sham price as of January 5,201 l), plus debt, less cash, cash equivalents and marketable securities as of September 30,201 0, to its 
calendar year 201 1 estimated earnings before interest taxes, depreciation and amortization, commonly referred to as IBITDA. 

The calendar year 201 1 estimated EBITDA and calendar year 201 1 and 2012 estimated EPS, long -term growth rate and dividend yield for 
each of the selected companies listed above and used by Lazard in its analysis were based on UBEIS, which represents publicly available 
consensus estimates. The following table summarizes the results of this review: 

Share Price to 201 1E EPS 
Share Price to 201 2E EPS 
2011E PE-to-Total Return 
Enterprise Value to 2011E EI3ITDA 

Pmgress Energy Comparable Duke Energy Comparable 
Compimiies Companies 

11.4x - 15.1x 1 1 . 4 ~ - 1 5 . 1 ~  
1 1 .Ox - 1 4 . 2 ~  11 .0~  - 1 4 2  
1.15%- 1.5% 1 . 1 9 ~ - 1 . 8 1 ~  
6 . 4 ~  - 9.0X 6 . 4 ~ -  9 . 0 ~  

Based on an analysis of tlie relevant metrics for each of the Progress Energy comparable companies, Lazard selected a reference range of: 

1 3 . 0 0 ~  to 15.00~ for share price to 201 1 estimated P S  and 13.00~ to 14.50~ for share price to 201 2 estimated EPS; 

1.- to 1 . 5 5 ~  for share price to 201 1 estimatedEPS ratio divided by estimated annual total return; and 

7 . 2 5 ~  to 8 . 2 5 ~  for enterprise value to estimated 2011 EBITDA 
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Based on an analysis of tlie relevant metrics for each of tlie Duke Energy comparable companies, Lazard selected a reference range of 

12 .00~ ta 14.50~ for share price to 201 1 estimatedES and 12 .00~ to 14.00~ for share price to 2012 estimatedEPS; 

1 . 3 5 ~  to 1 S O X  for share price to 201 1 estimated EPS ratio divided by estimated amid  total return; and 

7 . 5 0 ~  to 8 . 2 5 ~  for enterprise value to estimated 2011 EBITDA. 

Lazard applied each such range of multiples for the, Progress Energy.compwable companies and the.Duke Energy comparable companies to 
the relevant F&cial statistics of Progress Energy and Duke Energy, respectively; as reflected in the financial forecasts for Progress Energy 
prepared by the management ofProgress.Energy, which are referred to,in this discussion as the !‘Progress Energy management case,’’ and the. 
f i c i a l  forecasts ‘for Duke Energy prepared by the management ofDuke:Energy, whichare referred to in this discussion as tlie “Duke Energy 
management case.” L,&z.ard. averaged $e results of these calcula&ons. ar?d; from, &is analysis, estjmapd an iinplied vdue G g e  for shares of, 
Progress Energy c o w o n  stock and an implied value rwge.for shares ,of Duke Energy corninon stock. Lazard also.noted that such value ranges 
indicated an implied.exchange ratio reference range, as compared to the exchange ratio provided in the merger agreemenf of: 

Implied Exchange Ratio Refaence h g e  
1 .987~ - 2.712~ 
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Lazard selectedthe companies reviewed in this analysis because, among other thugs, the Progress Energy comparable companies and the 
Duke Energy cornparable companies operate similar businesses to those of Progress Energy and Duke Energy, respectively. However, no selected 
company is identical to Progress Energy or Duke Energy. Accordingly, L a m d  believes that purely quantitative analyses are not, in isolation, 
determinative in the context of tlie merger and that qualitative judgments concerning differences between the business, financial and operating 
cliaracteristics and prospects of Progress Energy, Duke Energy and tlie selected companies that could affect tlie public tradmg values of each also 
are relevant 

‘Consolidate.dDiscolsnted Cash Flow Analysis. Lazard perf0rmed.a consolidated discounted cash flow analysis of each of Progress Energy 
and Duke Energy, which is a valuation.metliodology used to derive a valuation of a company by calculating the “present value”’of estimated future 
c lows of the company. “Future cash flows” refers to projected devered.free cash flows of the’company. “Present value” refers to the ciment 
vaue of future cash flowk or mounts and is obtained by discounting those future cash flows or amounts by a discount rate that takes into account 
macroeconomic assumptioiis and estimates of risk, the opportunity cost of capital, capital structure, income taxes, expected returns and other 
appropriate factors. Lazard calculated the discounted cash flow value for P r y e s s  Energy andDuke Energy as the’sum of the net present value of: 

’= 

the estimated.future cash flow that the company will generate for the ye& 201.1 through 2014; and 

the estimated value of the company at the’end of such period, or the terininal value. 

The estimated future. cash flow for each of the scenarios was based on die Progress Energy management case and tlie Duke Energy 
management case. For its calculations, Lazard useddiscount rates ranging from 6.25% to 6.75% for Progress Energy and 6.5O%.to 7~00% for 
DukelEnergy. The discount rates applicable to Progress .Energy and Duke Energy were based on Lazard’s judgment of the estimated range of 
weighted average cost’of capital, based in part ori each company’s weighted cost to maturity .of its lo&-term debt and each company’s lever6ge. 
The tenqinal value of Progress Energy ~ d D u k e  Energy was calculated using variotis exit EBITDA,multiples ranging from 7 . 2 5 ~  to 8 . 2 5 ~  for 
Progress Energy and 7 . 5 0 ~  to 8 . 2 5 ~  for Duke Energy,’andusing various exit.price/eamings multip1es;referred to & P/E multiples, ranging from 
13.00~ to 15.00~ for,Progress Energy and 12.00~ to 14.50~ for Duke Energy. The exit EBITDA multiples for Progress Energy andDuke Energy 
were selected by Lazard by reference to enterprise value to El3ITDA trading multiples calculated for Progress .Energy and Duke Energy as well as 
the enterprise value to EBITDA trading multiples of the Progress Energy comparable companies and the Duke Energy comparable companies, 
respectively. The exit P/E multiples for Progress Energy Bnd Duke Energy were selected by Lazard by reference to P/E multiples calculated, for 
Progress Energy and Duke Energy as well as the PA3 multiples of the Progress Energy comparable companies and the Duke Energy comparable 
,companies, respectively. As part of thelotal implied equity value calculated for Progress Energy and Duke Energy, Lazard calculated and deducted 
&om enterprise value the book value of the outstandmg financial debt less cas4 cash equivalents arid marketable securities. Based on the 
foregoq, this analysis indicatedthe following implied exchange ratio reference range, as compared to the exchange ratio provided in the merger 
agreement: 

Implied Exchange Ratio Refaence Range 
1 .%XX - 2.957~ 

&change Ratio 
2.6125~ 

At Progress Energy’s instruction, Lazard also performed an analysis to calculate the impact on its consolidated discounted cash flow analysis 
xeased future cash flows assumed to result from certain strategic initiatives with respect to Duke Energy’s operations after consummation of 0. 

tlie merger. These potential strategic initiatives included sales of certain of Duke Energy’s business segments and increases to eanied returns and 

http://~.se~.gov/Archives/edgar/daWl326 160/000 11 931251 109251 7/ds4a.htm[4/21/2011 1 1:26:49 AM] 



Amendment No. 1 to Form S-4 

capital expenditures in Duke Energy’s regulated utilities. The increased future cash flows estimated to result from these initiatives indicated (using 
the discount rates, exit ElBITDA multiples and exit P E  multiples identified above) an implied exchange ratio reference range with a mid-point of 
2.202~. Lazard notedthat themerger agreement provided for an exchange ratio of 2.6125~ 
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Surii-of-the-Parts Discounted Cash Fluw Ana&sis. A sum-of-the-parts .valuation analysis reyiews a company’s operating performance arid 
outlook ona segment-by-segment basis to determine an implied market value for.the enteGrise as a whole. With respect to Progress Energy, 1 

! Lazard performed a sum-of-the-parts valuation analysis for the following segments: 
* 

* 

Progress Energy’s regulated utility business in Florida, referred to as “Florida’?; 

Progress Energy’s regulated Utility business in North Carolina and South Carolina, referred to as “Carolinas”; 

Progress Energy’s discontinued synthetic fuel operations, referred to as “Synhels,” which generated certain unused income tax credits; 
ana 

Progress Energy’s administrative, management and support services operations and certain other businesses of Progress Energy, referred 

I 

i 
i 

I 
I 

to & “Corporate and Other.” 
~ 

To value.the Florida, Carolinas and Corporate and Other segments, Lazard performed ti four-year discounted cash flow analysis using a 
discount rate range of 6.25% to 6.75% and a terminal value based on an exit EBITDA multiple r’ange of 7 . 2 5 ~  to 8 . 2 5 ~  arid an exit P E  multiple 
range of13.00xto 15.00~. Thq discount rate range applicable to the Florida and Carolinas segments was based onLazard’s judgment of the 
estimated range of weighted average cost of capital, based in part on analyses of selected’public companies Lazard viewed as reasonably 
comparable to each segment For tlie Corporate and Other segment, Lazard used the Progress Energy discount rate range used in the consolidated 
discounted cash flow arialysis described above. The exit EBITDA.qd P/E multiples for the Florida and Carolinas segments were based on 
multiples of selected public companies Lazatd view+ as reasonably comparable to ea& segment. The exit EBITDA and.PE multiples for the 
Corporate and Other segment’wsxe based on the Progress Energy multiples used ip the consolidated discounted cash flow analysis. To value 
Synfuels, Lazard performed a four-year discounted cash flow analysis of the amortized projected income tax credits associated with the 
disnontinued operations, using a discount rate range of 6.25% to 6.75%. The discount rate range applicable to Synfuels was based on Lazard’s 
jt 
reasonably camp-ble to the segment. 

ent’of the estimated range of weighted average cost of capital, based in part on analyses of selected public companies Lazard viewed as 

The following table represents the results of the analysis performed by Lazard of the Progress Energy business segments: 

Progress Enagy Business Segments 

Florida 
Carolinas 
Synfuels 
Corporate and Other 
Total Enterprise Value 
Less Net Deb< Preferred Stock andNonconbohg Interest 
Equity Value 
Equity Value Per Share 

Enterprise Value@) 
Low .High 

$ 11,362 $ 12,765 
$ 11,631 $ 13,247 
$ 666 $ 676 
$ 563 $ 656 
$ 24,221 $ 21,344 
$(12,046) $(12,046) 
$ 12,175 $ 15,298 
S 41.22 $ 51.79 

(1 ) Dollars in millions, except per share values 

Withrespect to Duke Energy, Lazard also performed a sum-of-the-parts valuation analysis for the following segments: 

Duke Energy’s regulated utility business in North Carolina and South Carolina, referred to as “Carolinas”; 

Duke Energy’s regulated utility business in Indiana, referred to as “Indiana”; * 
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Duke Energy’s regulated utility business in Ohio, referred to as “Ohio”; 
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- Duke Energy’s regulated utility business in Kentucky, referred to as “Kentucky”; 

Duke Energy’s wholesale generation assets located in the midwestem United States, referred to as “Midwest Generation”; 

Certain renewable energy operations of Duke Energy, referred to as “WindSolar”; 

Duke Energy’s operations outside the United States, referred to as “DEI”, and 

Duke Energy’s adminisfxative, management and support services operations for the other segments of Duke Energy and certain other 
businesses of Duke Energy, referred to as “Corporate and Other.” 

To value each of the Duke Energy segments, Lazard performed a four-year discounted cash flow analysis uskg the following reference 
ranges: 

Duke Energy Business Segments - 
Carollnas 
Indiana 
Ohio 
Kentucky 
Midwest Generation 
windsolar 
DEI 
Corporate and Other 

Discount Rate 
6.25% - 6.75% 
6.25% - 6.75% 
6.25% - 6.75% 
6.25% - 6.75% 
8.25% - 8.75% 

10.25% - 10.75% 
10.25% - 10.75% 

6.50% - 7.00% 

Exit EBITDA Multiple 
7 . 2 5 ~  - 8 . 2 5 ~  
7 . 2 5 ~  - 8 . 2 5 ~  
6 . 7 5 ~  - 7 . 7 5 ~  
6 . 7 5 ~  - 7 . 7 5 ~  
9.00X - 10.00X 
8 . 0 0 ~  - 9.00~ 
8 . 5 0 ~  - 9 . 5 0 ~  
7 . 5 0 ~  - 8 . 2 5 ~  

B i t  PIE Multiple - 
13.00~ - 15.00X 
13.00~ - 1 5 . 0 0 ~  
13.00X-15.00?(. 
13.00~- 15.00~ 

- 
- 

12.50~- 1 3 . 0 0 ~  
- 

The discount rates applicable to the Duke Energy segments (other than Corporate and Other) were based onlazard’s judgment of the 
estimated range of weighted average cost of capital, based in part on analyses of selected public companies Lazard viewed as reasonably 
comparable to each segment The exit EBITDA and P/E multiples for the Duke Energy segments (other than Corporate and Other) were based on 
multiples of selected public companies Lazard viewed as reasonably comparable to each segment. For the Corporate and Other segmenf Lazard 
used the Duke Energy discount rate range and exit EBITDA multiple used in the consolidated discounted cash flow analysis. 

The following table represents the results of the analysis perfbrmed by Lazard of the Duke Energy business segments: 

Duke Energy Business Segments 

Carolinas 
Indiana 
Ohio 
Kentucky 
Midwest Generation 
Wind/Solar 
DEI 
Corporate and Other 
Total Enterprise Value 
Less Net Debt Preferred Stock andNoncontrolhg Interest 
Equity Value 
Equity Value Per Share 

(1) Dollars in millions, exceptper share values. 

$ 20,001 
$ 7,919 
$ 2,227 
$ 906 
$ 2,270 
$ 1,080 
$ 4,098 
$ (193) 
$ 38,308 
$(16,617) 
$ 21,691 
S 16.35 

Enterprise Value@) 
Low .High 

$ 22,661 
$ 8,919 
$ 2,547 
$ 1,026 
$ 2,518 
$ 1,315 
$ 4,432 
$ (172) 
$ 43,247 
$36,617) 
$ 26,630 
S 20.08 
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Based on its analysis of the Progress Energy and Duke Energy business segments, Lazard calculated the following implied exchange ratio 
reference range, as compared to the exchange ratio provided in the merger agreement: 

Implied Exchange Ratio Reference Range 
2 .063~ - 3.185~ 

Exchange Ratio 
2.61 25x 

Contribution Analysis. Lazard reviewed the relative contributiom of Progress Energy and Duke Energy to the following estimated financial 
zerating metrics of the combined company for 201 1,201 2 and 201 3, based on the Progress Energy management case and the Duke Energy ‘c 

management case: 
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funds from operations; 

EBITDA less interest; and 

net income. 

’ The implied exchange ratios resulting from the relative contribution analysis were as follows: 

Funds from operations for 201 1 E 
Funds from operations for 2012E 
Funds from operations for 2013E 
EBITDA less interest for 201 1E 
EBITDA less interest for 201 2E 
EBITDA less interest for 201 3E 
Net income for 201 1 E 
Net income for 2012E 
Net income for 201 3E 

Implied Exchange Ratio’ 
2.7 09x 
2 .623~ 
2 .789~ 
2 .306~ 
2 .208~ 
2.469~ 
2 .269~ 
2.39% 
2 . 3 9 1 ~  

Based on the foregoing, Lazard calculated the following implied exchange ratio reference range by taluslg the low (201 2 estimated EBITDA 
less interest) and high (201 3 estimated h d s  from operations) contribution ratio, as compared to the exchange ratio provided in the merger 
agreement: 

Implied &change Ratio Reference Range 
2.208~ - 2.18% 

Exchange Ratio 
2.61 25x 

Pro Forma Shareholder’ Value Accretion Analysis. Lazard cornpared (i) Progress Energy’s estimated future stock price based on stand-alone 
EPS (using a one-year forward PIE multiple of 1 3 . 8 ~  based on I /B/ElS estimates) and cumulative dividends for each of the years 201 2, 2013 and 
2014 as reflected in the Progress Energy management case to (ii) Progress Energy’s per share value based on estimated EPS (derived from the 
stand-alone estimates for Progress Energy and Duke.Ehergy reflected in the Progress Energy management case and Duke.Energy management 
case, respectiv,ely, ,@d reflecting an illustrative blended P/E multiple of 13.4x),and cumulative dividends ofthe pro forma combined company for 
each of those‘yeais, adjusted to reflect the’merger exchange. ratio of 2.61 25, to determihe the implied shareholder value accretion resulting from the 
merger relative to the s ~ d - a l o n e  case in the observed years. T l ~  analysis indicated that the value accrued by Progress Energy shareholders 
thr-yh the merger is expected to be accretive relative to the value accrued by such shareholders through Progress Energy mhagement’s estimated 
si alone case for Progress Energy for eachof the years 201 2, 201 3 and 201 4. 

Lazard also compared (i) the 20-day volume-weighted average price, or “WAP,” of shares of Progress Energy common stock to 
(ii) Progess Energy’s per share value based on estimat6dEPS of the pro forma combined company for 201.2 (denved from the stand-alone 
estimates for Progress Energy and Duke Energy reflected in the Progress Energy management case and Duke Energy management case, 
respectively,. and 
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reflecting an illustrative blended P/E multiple of 13.4x), adjusted to reflect the exchange ratio provided in the merger agreement of 2.6125 and 
Progress Energy’s estimated 201 1 full-year dividend, discounted at an 8 5% cost of equity, to determine the implied shareholder value accretion 
resulting from the merger (assuming completion of the merger occurs on January 1,2012). This analysis indicated tlxit the value accrued by 
Progress Energy shareholders through the merger is expected to be accretive relative to the 20-day W A P  of shares of Progress Energy common 
stock 

The actual results achieved by the combined company may vary from projected results and the variations may be material. 

D ~ , i d e n d D i s c o u ~ ~ ~ } ~ Z ~ ~ s .  Lazard also performed a dividend discount analysis-of shares of Progress Energy common stock and shares of 
Duke Energy common stock, which calculates an implied equity value per share by discounting to the present the value of the future dividends per 
share of common stock expected to be paid by each company, based on an assumed dividend growth rate and equity discount rate. The following 
assumptions were used to calculate an implied equity value range per share for Progress Energy common stock 

an equity discount rate range of 8.00% to 9.00%; 

an estimated long-term dividend growth rate range of 1 S O %  to 2.50%; and 

an expected 201 1 quarterly dividend per share of $0.62. 
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To arrive at an appropriate equity discount rate for Progress Energy, Lazard analyzed the cost of equity capital for the Progress Energy 
comparable companies. The dividend growth rate range and the expected 2011 dividend per share for Progress Energy were based on the Progress 
Energy management case. 

The following assumptions were used to calculate'an.implied equity value range per share for Duke Energy common stock 

0 

* 

an equity discount 'rate range of 8.00% to 9.00%; 

an estimated long-term dividend growthrate range'of 2.00% to 3.00%; and 

an.expected 2011 quarterly dividend per share of $0.245, increasing 'to $0.250 per quarter beginning in the second quarter of 201 1. 

TO wive at an appropriate equity discount rate for Ddce Energy,.Laqd analyzed the cFt of eq6ty capital for theDuke Energy comparable 
compdes. The dividend groy& rate range and the expected 201 1 dividend per share, were'based on the DukeEnergy man&ement case. 

Based on this analysis, Lazard calculated an implied value range for shares of Progress Energy common stock and an implied value range for 
shares of Duke Energy common stock. Lazard also noted that suchvalue ranges indicated an implied exchange ratio reference range, as compared 
to the exchange ratio provided in &e merger agreement, of: 

Implied Exchange Ratio Reference Range 
1.64% - 2.965~ 

Exchange Ratio 
2.6125~ 
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52 Week Higlz/Low TradingPrices. Lazard reviewed, for informational purposes, the range of trading prices of shares of Progress Energy 
common stock and Duke Energy common stock for the 52 weeks ended on January 5,201 1. Based on such historical share price ranges, Lazard 
calculated the following implied exchange ratio reference range by dividing the low and high trading prices of shares of Progress Energy common 
stock by the high and low tradmg prices of shares of Duke Energy common stock during such period, as compared to the exchange ratio provided 
in the merger agreement: 

Implied Exchange Ratio Reference Range 
1 . 9 9 1 ~  - 2.948~ 

Exchange Ratio 
2.61 25x 

Equity Research AnalystPrice Targets. Lazard also reviewed the low and high price targets for shares of Progress Energy common stock 
prepared and published by eq&y research analysts covering Progress Energy. L a q d  reviewed the most recent price target published by each 
analyst prior to January 5,201 1. These targets reflect each analyst's estimate of the future public market trading price o f s l ~ e s  of Progress Energy 
common stock at the time the price target was published Lazard adjusted each price target to give effect to kteriiq Progress Energy quarterly 
dividends of $0.62 per share and discounted'the adjusted price target (net of expected dividends) to present value at a.cost of equity of 8.5%. 

Lazard also reviewed the low andhigh price targets for shares of Duke Energy common stock prepared and published by equity research 
analysts covering Duke'&ergy.'Lazard reviewed the most recent price target pubyshed by each h l y s t  prior to Jkuary  5,201 1 .-These, targets 
reflect each dyst's.estimate of the M e  public,market trading price of shares of Duke Energy common stock at the time the price.target was 
published Lazard adjusted each price targetto give effect to iriterim Duke Energy qyarterly dividends of $0.245 per share.(increasing to $0.250 per 
share beginning iu the second quarter of 201 I), discounted to present value at a cost of equity of 8.5%: 

Lazard calculated the exchange ratio implied by the ranges of price targets for shares of Progress Energy common stock and shares of Duke 
Energy common stock by dividing,the range of Progress Energy price targets by the range of Duke Energy price targefs. This analysis indicated an 
implied exchange ratio reference w g e  of 1 .938~ to 2.88% based on price targets available as of January 5,201 1. Lazard noted'that the merger 
agreement provided for an exchange ratio.of 2.61 25x. 

The price targets published by securities research d y s t s  do not necessarily reflect current market trading prices for shares of Progress 
Energy common stock dnd shares of Duke Energy common stock and these estimates are subject to uncertainties, including the future financial' 
performance of Progress Energy and Duke Energy, a$ well as future financial market conditions. 

Historical Exchange R& Analysis. In order to provide background information and perspective on the relationship between Progress 
Energy common stock &dDuke Energy common stock, Lazard reviewed the ratio of the V W A P s  of shares of Progress Energy common stock 
computed over various periods ended January 5,201 1 divided by the closing price of shares of Duke Energy common stock as of January 5,201 1. 
The results of Lazard's review are summarized in the following table: 

Ten-day VWAP: 
Exchange Ratio 

2.452~ 
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Twenty-day VWAP: 
Tl-Lirty-day VWAP: 
sixty-day VWAP: 
Six-month VWAP: 
One-year VWAP: 

2.453x 
2.457~ 
2.483~ 
2.355~ 
2.305~ 
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The review indicated a range of exchange ratios from 2 305x tr, 2.483~ over the various periods, compared to the exchange ratio of 2.6125~ 
in the merger agreement 

Lazard also reviewed the ratio of the closmg prices of shares of Progress Energy common stock as of January 5,201 1 and the precedq nine 
trading days divided by the corresponding closing prices of shares of Duke Energy common stock as of January 5,2011 and the preceding nine 
trading days. Lazard noted that such value ranges indicated an implied exchange ratio reference range, as compared to the exchange ratio provided 
in the merger agreemenf of: 

Implied Exchange Ratio Reference Range 
2.438~ - 2.454~ 

Exchange Ratio 
2.61 25x 

Opinion of Barclays Capiial inc 

Progress Energy engaged Barclays Capital Inc. to act as its financial advisor and for the purpose of rendering a fakqess opinion in connection 
with the merger. On January 8,201 1, Barclays Capital rendered its oral opinion (which Barclays Capital subsequently confirmed in writing) to the 
Progress Energy board of directors that, as of such date and based upon and subject to the qualifications, limitations and assumptions stated &I its 
opinion, from a fmancial point of view, the exchange ratio was fair to shareholders of Progress Energy. 

The full tei% of Barclays Capital’s yritten opinion, dated as of January 8,2011, is sttached as Annex E to this document and is 
incorporated by reference herein in its entirety. Barclays Capital’s written opinion sets forth, among other things, the assumptions made, 
procedures followed,.factors considered and limitations up,on the review undertaken’by Barclays Capital in rendering its opinion. You are 
e: 
thab barclays Capital used to render its opinion. The summary is qualified in its entisety by reference to the full tex% of the opinion. You 
are encouraged to read the opinion, the summary and the discussion below carefully and in their entirety. 

raged to read the opinion carefully,in its entirety. The following is a suntmaryof Bacclays Capital’s opinion and the methodology 

Barclays Capital‘s, opGoq the issuance of ‘which was approved,by Barclays Capital’s fairness opinion committee, is addressed to the 
Progress Energy board of’directors, addresses only the fairness, from a financialpoint of view, of the exchange ratio to the Progress Energy 
shareholders and does not constitute areconmendation to any shareholder of Progress Energy as to how such shareholder should vote wit6 respect 
to the merger or any other matter. The terms of the merger were determined through arm’s-length negotiations between Progress Energy and Duke 
Energy and.were ulianimously approved by the Progress Energy board of directors. Barclays Capital was not requested to address, and its opinion 
does ,not,b ai7y manner address, Progress Energy’s underlying business decision to proceed with or effect the merger. In addition, Barclays Capital 
expressed no opinion on, and it doespot in aey manner address, Vie fairness of the amount or the nature of any compensation to,any officers; 
directors or employees of any parties to the merger, or any class of such persons, relative to the consideration to be offered to the shareholders of 
Progress Energy in the merger. No limitations were, imposed by theProgress Energy board of directors. upon Barclays Capital with respect to the 
investigations made or procedures followed by it in rendering its opinion 

In arriving at its opjnioq Barclays Capital, among-other things: 

Reviewed and ana1yzed.a draft of the merger agreemenf dated January 8,201 1 and the specific terms of the merger; 

Reviewed and analyzed publicly available information concerning Progress:Energy and Duke Energy that Barclays Capital believed to 
be relevant to’ its qalysis, including each of Progress Energy’s and Duke Energy’s Annual Reports on Fom 10-K for the fiscal year 
ended December 31, ,2009 and Quarterly Reports onFom 10-Q for the facal.qmrters ended March31,2010, June 30,: 2010 and 
September 30, 201 0 and other relevant fdings with. the Securities and Exchange Commission; 
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Reviewed and analyzed financial and operating information ~4th respect to the business, operations and prospects of Progress Energy 
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fiunished to Barclays Capital by Progress Energy, includmg financial projections of Progress Energy prepared by Progress Energy’s 
management (the “Progress Energy Projections”); 

Reviewed and analyzed financial and operating information with respect to the business, operations and prospects of Duke Energy 
furnished to Barclays Capital by Progress Energy, includmg financial projections of Duke Energy prepared by Duke Energy’s 
management (the “Duke Energy Projections”); 

0 

Reviewed and analyzed the trading history of Progress Energy common stock from Jan~ary 5,2008 to January 5,201 1, the last tradmg 
day before various news outlets began reporting on a possible transaction involving Duke Energy and Progress Energy, the trading 
history of Duke Energy common stock &om January 5,2008 to January 5; 201 1 and a compdrison of each of.their trading histories with 
each other and with those of other companies that Baiclays. Capital deemed relevant; 

Reviewed iind arialyzed a comparison.ofthe histoncal.f&cial res.ults .and present fmancial condition of Progress Energymd Duke 
Energy with each other and with those of,other comp.Ges.th8t Barc1,ays Capital deemed relevme 

Reviewed and analyzed the pro forma.bpact.of the merger on the future f m c i a l  performance of the combined company, including the 
benefits anticipated bythe managements of Progress Energy and Dpke, Energy to be realized in the merger and the h e  capital 
requirements of Progress’Energy and Duke Energy and thek’respective ability.to h d  such requirements in the future; 

Reviewed and analyzed the relative contributions of Progress Energy and Duke Energy to the historical and k e  financial 
performance of the combined company on a pro formti basis; 

Reviewed and analyzed published estimates of independent research analysts with respect to the future financial performance and price 
targets of Progress Energy andDuke Energy; 

Had discussions with the management of Progress Energy concerning its business, operations, assets, liabilities, f m c i a l  condition and 
prospects; and 

Undertook such other studies, analyses and investigations as Barclays Capital deemed appropriate * 

In arriving at its opinion, Barclays Capital assumed and relied upon the accuracy and completeness of the financial and other information 
used by Barclays. Capital without: any independent verification of such information Barclays Capital also relied upon the assurances of management 
of Progress Energy that they were not aw&e of any fa& or circumstances that would make such information inaccurate or misleading. With 
respect to the Progress Energy Projections, upon the advice of Progress Energy, Barclays Capital assumed that such projections were reasonably 
prepared on a basis reflecting the best currently available estimates ,and ju,dgmerrts of the management of Progress Energy as to Progress Energy’s 
fit--? financial performance arid that Progress Energy would perform substantially in accordance with such projections. With respect to;the.Duke 
E 
‘the best currently available estimates and judgments of management of Duke Energy as to Duke Energy’s.future financial performance and that 
Duke Energy would perform substantially in accordance with such projections. In arrivihg at its opinion, Barclays Capital assumed no 
responsibility for and expressed no view & to any’such projections or estimates or the ass’mptions on which they were based In aniving at its 
OpiniOn, Beclays Capital did,not conduct a physical inspection of the properties and facilities of Progress Energy or Duke Energy apd did not make 
or ob&’& any evaluations. or appraisals of the assets or liabilities of Progress Energy or Duke Energy. In addition, Barclays Capital was not 
authorized by’Progress Energy to solicit, and did not solicit, any indications of interest from any third party with respect to the purchase of all or a 
part of Progress Energy’s business. Barclays Capital’s opinionwas necessarily based uponmarket, ecohomic and other conditio& as they existed 
on, and could be evaluated as of, Jar~uary 8,201 1 .; Barclays Capital assumed no responsibility for updating or revising its opinion based on events 
or circumstances tlxit may have occurred after January 8,2011. Barclays Capital M e r  expressed.no opinion as to the prices at which 

j Projections, upon advice of Progress Energy, Barclays Capitakisswed that such projections, were reasonably prepared on a basis reflecting 

. .  
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shares of Progress Energy common stock would trade following the announcement of the merger or shares of Duke Energy common stock would 
trade following the announcement or consummation of the merger. Barclays Capital‘s opinion should not be viewed as providmg any assurance that 
the market value of the shares of Duke Energy common stock to be held by the shareholders of Progress Energy after the consummation of the 
merger will be in excess of the market value of Progress Energy common stock owned by such Shareholders at any time prior to the announcement 
or consmat ion  of the merger. 

In arriving at its opmion, Barclays Capital l a  assumed that the executed merger agreement would conform in all material respects to the last 
draft reviewed by Barclays Capital. In addition, Barclays Capital assumed the accuracy of the representations and warranties contained in the 
merger agreement and all agreements related thereto. Barclays Capital fbrther assumed, uponthe advice of Progress Energy, that all material 
governmental, regulatory and third party approvals, consents and releases for the merger would be obtained within the constraints contemplated by 
tl rger agreement and that the merger would be consummated in accordance with the terms of the merger agreement without waiver, 
moarfcation or amendment of any material term, condition or agreement thereof. Barclays Capital expressed no opinion as to any tax or other 
consequences that might result from the merger, nor did Barclays Capital‘s opinion address any legal, tax, regulatory or accountkg matters, as to 
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whichBarclays Capital understood that Progress Energy had obtained such advice as it deemed necessary from qualified professionals. 

In coMectim with rendering its opinion, Barclays Capital performed certain fmcial ,  compar.ative and other analyses as summarized below 
under “-Summary of Barclays Capital Financial Analyses.” Inaniving at its opinion, Barclays CapitaLdid not ascribe a specific range of values to 
the .$res of Progress Energy coinmon stock but rather made its determination as to fairness, from a f m c i a l  point of view, to Progress Energy’s 
SI 
proc&s and involves vckious,determ,htions as,to the most appropriate andrelevarjmethods offinancial and comparative analyses a d  the 
appli.Oatign of those methods to the pbrticular circumstances. Therefore, a fairness opinion is not readily susceptible to summary description. 

olden of the exchange ratio on the bask of various f m c i a l  and comparative analyses. The preparation of a fairness opinion is a complex 

In arriving at its opinion, Barclays Capital did not attribute any particular weight to any single analysis or factor considered by it but rather 
made qualitative judgments as to the sigmfkance and relevance of each analysis and factor relative to all other analyses and factors performed and 
considered by it and in the context of the circumstances of the particular transaction. Accordmgly, Barclays Capital believes that its analyses must 
be considered as a whole, as consideribg any portion of such analyses and factors, without considering all analyses and factors as a whole, could 
create a misleadmg or incomplete view of the process underlying its opinion. 

The following is a summary of the material f m c i a l  analyses used by Barclays Capital in preparing its opinion to the Progress Energy board 
of directors. Certain fmancial analyses summarized below include information presented in tabular format In order to fully understand the 
financial analyses used by Barclays Capital, the tables must be read together with the text of each summary, as the tables alone do not constitute a 
complete description of the fmancial analyses. In performing its analyses, Barclays Capital made numerous assumptions with respect to industry 
performance, general business and economic conditions and other matters, many of which are beyond the control of Progress Energy, Duke Energy 
or any other parties to the merger None of Progress Energy, Duke Energy, Diamond Acquisition Corporation, Barclays Capital or ary other person 
assumes responsibility if hture results are materially different from those &scussed. Any estimates contained in these analyses are not necessarily 
indicative of actual values or predictive of future results or values, which may be significantly more or less favorable than as set forth below In 
addition, analyses relating to the value of busmesses or securities do not purport to be appraisals or reflect the pnces at whch businesses or 
securities may actually be sold 
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Histoiical Share Price Analysis. Barclays Capital reviewed for informational purposes the daily closing stock prices of Progress Energy 
common stock andDuke Energy common stock for the three-year, two-year, one-year, 180-calendar-day, 40-trading-day, 30-tradmg-day, 20- 
trading-day, 1 0-trading-day, 5-trading day periods ended January 5,201 1, and derived the historical exchange ratio reference range over such 
periods. The following table presents the implied exchange ratios during the periods covered and as of January 5,201 1, as compared to the 
exchange ratio in the merger agreement of 2.61 25x: 

Historical Deriod 
January 5,201 1 
5 Trading Days 
10 Trading Days 
20 Tradmg Days 
30 Tradmg Days 
40 Tradmg Days 
180 Calendar Days 
LTM 
2 Years 
3 Years 

Implied Exchange Ratio 
2.4418x 
2.4413~ 
2.4434~ 
2.4617~ 
2.4700~ 
2.4747~ 
2.47 9Sx 
2.4328~ 
2.4621x 
2.4453x 

Selected Comparable Company Aim&&. In order to assess how the public market values shares of similar publicly traded companies and to 
provide a range of relative implied equity values per share of Progress Energy common stock by reference to these companies which could then be 
used to calculate implied exchange ratio ranges, Barclays Capital reviewed and compared specific financial data relating to Progress Energy with 
selected companies that Barclays Capital deemed comparable to Progress Energy: 

American Electric Power Comp&y, Inc. 

Consolidated Edison, Inc. 

Dominion Resources, Inc. 

SCANA Corporation 
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The Southern Company 

* TECO Energy, Inc. 

* Xcel Energy Inc. 

'n order to assess how the public market values shares of similar publicly traded companies and to provide a range of relative implied eq&y 
vaiUes per share of Duke Energy common stock by reference to these companies which could then be used to calculate implied exchange ratio 
ranges, Barclays Capital reviewed and compared specific financial data relating to Duke Energy with selected companies that Barclays Capital 
deemed comparable to Duke Energy: 

Consolidated Edison, Inc. 

Dominion Resources, Inc. 

Entergy Corporation 

* Nexffira Energy Inc. 

SCANA Corporation 

- The Southern Company 

Xcel Energy Inc. 

American Electric Power Company, Inc. 
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Barclays Capital calculated and compared various . fmcia l  multiples and ratios of Progress Energy, Duke Energy and the selected 
comparable companies. As part of its selected comparable. company analysis, Barclays Capital calculated and analyzed each company's ratio of i.ts 
current stock price to its projected earnings per share or EPS (commonly referred to as a price earnings etio, orP/E), and each company's 
enterprise value to. its eamhgs before interest, taxes, depreciation and amortization, or EBITDA. The enterprise value of each company was 
c' .led by adding .its short and long-term debt to the sum of the market value of its common equity, the book value of any capital .leases; the book 
vG. i of any prefened'stock, the book value of any mino&fin&rest and the present value of any off-balance sheet liabilities, and subtracting its 
cash and caih equivalents:.All of these calculations were performed, and basedon publicly available fiancial data (including,IIBIEdS) and closing 
prices, as of January 5,201 1, the last trading date, unaffected by,any potential market le& regard,ing the merger, prior to the delivery of Baclays 
Capital's opinion 

Barclays Capital selected.the comparable companies listed above because their businesses and operating profiles are reasonably similar to 
that of Progress Energy and Duke Energy, respectively. However, because of the inherent differences between the business,. operations and 
prospects. of Progress Energy, Duke Energy and those of tlieir selected comparable companies, Barclays Capital believed that it was dppropriate 
to, Bnd therefore did not rely solely onthe qtm$itative results of its selected cornparable company analysis..Accor&.ngly, Bgclays Capital also 
made qualitative judgments coliceNg differences' betyeen the business, fmancial and operating characteristics and prospects.of Progress Energy, 
Duke,Energy and their selected cornparable companies that could affect the public trading values of each in order to provide a context iii which to 
consider tlie results of tlie quantitative analysis. These qualitative judgments related p&arily to the differing sizes, growth prospects and degree of 
operational risk between Progress Energy, Duke Energy and their respective set of comparable companies included & the selected company 
analysis. 

Based upon these judgments, Barclays Capital applied the ratios derivedfrom the comparable public companies to correspondmg financial 
data as provided in the.Progress Energy ,Projections and the Duke Energy Projections. Barclays Capital calculated a q g e  of implied equity values 
per share of Progress Energy common stock and per share of Duke Energy common stock which were then used to calculate a range of implied 
exchange ratios. The following table reflects the results of tlis analysis, as compared to the exchange ratio in the merger agreement of 2.6125~: 

FIrm Value to EEITDA 
201fE 20lZE 2011E 2012E 

.stock Price to EPS 

Comparable Companies for Progress Energy: Selected Range 
Progress Energy 
Comparable Companies for Duke Energy: Selected Range 
Duke Energy 

Implied Exchange Ratio 
FSrm Value to E E m A  

1.916% - 2.6407~ 
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Contribution Analysis. Barclays Capital reviewed the estimated fixture f m c i a l  information for Progress Energy and Duke Energy to 
determine Progress Energy’s and Duke Energy’s relative contribution to the combined company after the merger. Barclays Capital analyzed 
Progress Energy’s and Duke Energy’s relative contribution to EBITDA less interest, net income and cash flow from operations less common 
dividends and eqyity issuance for each of the years 201 1 through 201 4 based on the Progress Energy Projections and the Duke Energy Projections. 
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Based on the relative contributiom of Progress Energy and Duke Energy to the combined company calculated in the contribution analysis, 
Barclays Capital determined a range of implied exchange ratios for Progress Energy common stock to Duke Energy common stock. The following 
table reflects the results of this analysis, as cornpared to the exchange ratio in the merger agreement of 2.61 25x: 

2011E EBITDA Less Interest 
20lZE EBITDA Less Interest 
2013E EBITDA Less Interest 
2014E EBITDA Less Interest 
2011E Net Income 
2012E Net Income 
2013E Net Income 
2014E Net Income 
2011E Cash Flow From Operations 

less common dividends and 
equity issuance 

less common dividends and 
equity issuance 

less common dividends and 
equity issuance 

less common dividends and 
equity issuance 

Low-High Range 
Average 

20lZE Cash Flow From Operations 

2013E Cash Flow From Operations 

2014E Cash Flow From Operations 

Implied Exchange Ratio Based on Relative 
Contributions to the Combined Company 

2.4462~ 
2.404% 
2.6771~ 
2.7760~ 
2.2831~ 
2.413% 
2.4058~ 
2.438% 

2.4462~ 

2.404% 

2.6777~ 

2.7760~ 

2.5072~ 
2.2831~ - 2.7760~ 

Pro Foima MergerAnaZysis. Barclays Capital analyzed and considered the impact of tlie merger on (x) the estimated EPS of Progress Energy 
and Duke Energy for each of the years 2012 through 2014, using tlie Progress Energy Projections and the Duke Energy Projections, (y) the 
estimatedEPS ofprogress Energy andDuke Energy for each of theyears 2012 through 2014, using estimatedEPS based on consensus EPS 
estimates of I/B/E/S and (z) the estimated dividend per share, or DPS, of Progress Energy and Duke Energy for each of the years 201 2 through 
201 4, using the Progress Energy Projections and the Duke Energy Projections. Barclays Capital assumed, among other things, (i) that the 
transaction would close on December 31, 201 1, (ii) Progress Energy would reverse the armual$300 million share issuances through its Dividend 
Reinvestment Plan to be issued in each of the years 201 2 through 201 4, (iii) potential business cost benefits in the merger would be obtained in 
accordance with the Progress Energy Projections, (iv) mcremental pension funding of $325 million from 201 2 through 201 5 and (v) after 
completion of the merger, the combined company will adopt Duke Energy’s existing dividend policy. Further, this analysis does not factor in any 
purchase accountmg assumpbons and assumes that any premium to book value is accounted for by goodwill. 

Based on this analysis, the merger is expected to result in an increase in EPS and DPS of Progress Energy when compared to the Progress 
Energy Projections on a stand-alone basis in the years 201 2 through 2014 and when compared to Progress Energy’s I/B/E/S EPS and DPS 
estimates on a stand-alone basis in the years 201 2 through 201 4. Based on this analysis, the merger is expected to result in an increase in the EPS 
of Duke Energy when compared to the Duke Energy Projections on a stand-alone basis in the years 201 2 through 2014 and when compared to 
Duke Energy’s I/B/E/S EPS estimated on a stand-alone basisin the years 2012 through 2014. 

Discounted Cash Flow AmZysis. In order to estimate the present value of Progress Energy common stock and Duke Energy common stock, 
Barclays Capital performed a discounted cash flow analysis of Progress Energy 
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and Duke Energy; A discounted cash flow analysis is a traditional valuation methodology used to derive a valuation of an asset by calculating the 
“r ?nt value” of estimated hture cash flows of the @set “Present value” refers to the current value of future cash, flows or amounts and is 
oL ~ .ed by discountingthose w e  cash flows or amounts by a discount,rate that takes into account macroeconomic assumption3 and estimates of 
risk, the opportunity cost of capital, expectqd returns and other appropriate factors. 

To calculate the estimated enterprise value of Progress Energy as of December~31,2010 using the discounted cash.flow method, Barclays 
Capital added (i) the present value of Progress Energy’s projected after-tax unlevered free cash flows for fEcal years 2011 through 2014 based on 
the Progress Energy Projectioris’to the sum of @)‘the present value .of the ‘‘terr+d ‘value” of Progress Energy as of December 31, ,2014 ajld 
(iii) the present.value ofcertain federal tax credits granted to Progress Energy under Section.45K of the Code (the “Tax Credits”) for the fiscal 
y e m  201 1 through 201 6 based on the Progress Energy Projections, which present values were discounteduing a range of selected discount rates. 
The aker-tax unlevered free cash flows were calculated by tax-affecting earnings before interest and tax expense and adding back depreciation and 
amortization, subtracting capital expenditures and adjusting. for changes in workhg capital, deferred taxes, except the Tax Credits, and other 
operating cash flows not reflected on the’income Statement. The residual value of Progress Energy ‘at the end of the forecast period, or “teiminal 
value,” was estimated bjraveraging the enterprise values calculated by (x) applying a range of terminal value multiples based on 2011E EBITDA 
multiples of the companies in &e selectedhomparable compwy analysis of 7 . 7 ~  to 8 . 7 ~  to an estimated 201 5 or te rmid  EBITDA, whichwas 
calculated by growing Progress Energy’s.2014E EBITDA from theSrogess Energy Projections by the compounded w u a l  EPS growth rate from 
the fiscal years endmg 2012 to 201 4 which were based on the Progress Energy Projections and Q by applying a range of terminal value multiples 
based on 2011E net &come multiples of the companies in the selected comparable company analysis of 12.8, to 13.8, to an estimated 2015 or 
terminal net income, which was calculated by growing Progress Energy’s 2014E net income from the’progress Energy Projections by the 
compounded a p u a l  EPS groyth rate from the f h a l  years endug 2012 to 201 4 which were based on the Progress &erg  Projections and ad- 
to it the net debt as of December 31,2014 from the Progress Energy Projections. The range of after-tax discount rates of 5.86% to 6.86% was 
selected based on an analysis of the weighted average cost of capital of Progress Energy and its comparable companies. Barclays Capital then 
calculated a range of implied equity values per share of Progress Energy co’mmon stock by subtracting net debt as of September 30, 201 0 from the 
estimated enterprise value using the discounted cash flow method and dividing such amount by the number of issued and outstandmg shares of 
Progress Energy common stock. 

To calculate the estimated enterprise value of Duke Energy as of December 31, 201 0 using the discounted cash flow method, Bqclays 
Capital added (i) the present value of Duke Energy’s projected after-tax unlevered free cash flows for fiscal years 201 1 through 2014 based on 
P . Energy Projections to (ii) the present value of the “terminal value” of Duke Energy as of December 31, 201 4, which present values were 
G mted using a range of selected discount rates. The.aker-tax unlevered free cash flows were calculated by tax-affecting. e&gs before 
interest and tax expense and ad- back depreciation and amortization, subtracting capital expenditures and adjusting for changes in worlang 
capital, deferredtaxes and other operating c&h flows not reflected on the income statement. The residual value of Duke Energy at the end of the 
forecast period, or “terminal value,” was estimated by averaging the enterprise values calculated by (x) applying a range of terminal value 
multiples based on 201 1E EBITDA multiples of the companies the selectedcomparable company analysis of 7 . 6 ~  to 8 . 6 ~  to a terminal EBITDA, 
which was the 201 5E EBITDA from the Duke.Energy Projections and (y) applying ‘a range of terminal value multiples based on 2011E net income 
multiples of the companies in the selected comparable. company analysis of 1 2 . 4 ~  to 1 3 . 4 ~  to a terminal net income, which was the 2015E net 
income from the Duke Energy Projections and addmg to.it the net debt as of December 31,2014 from the Duke Energy Projections. The rmge of 
after-tax discount rates of 6.01% to 7.01% was selected based on an analysis of the weighted average cost’of capital ofDuke Energy and,the 
comparable companies. Barclays Capital then calculateda range of implied equity values per share of Duke Energy common,stock by, subtracting 
estimated net debt as of September 30,2010 from the estimated enterprise value using the discounted cash flow method and dividing such amount 
by the number of issued and outstanding shares of Duke Energy common stock. 
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Based on the range of implied equity values per s h e  calculated in the Progress Energy discounted cash flow analysis and Duke Energy 
discounted cash flow analysis Barclays Capital calculated a range of implied exchange ratios for Progress Energy common stock to Duke Energy 
common stock. The following table reflects the results of this analysis as compared to the exchange ratio in the merger agreement of 2.6125~: 

Implied Exchange Ratio 
Discounted Cash Flow Analysis 

2.0203~ -3.0418~ 

Sum-of-the-Parts Analysis. Given the different natures of the businesses in which Progress Energy and Duke Energy participate, Barclays 
11 also analyzed each company as the sum of its constituent businesses, or as the “sum-of-the-parts,” and performed a discounted cash flow 

auys is  on each of its constituent operating business segments. For each company’s corporate segment Barclays Capital F e d  comparable 
companies’ analysis by applying various multiples to selected financial measures of the corporate segments based on the Progress Energy 
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Projections and the Duke Energy Projections. 

Projected after-tax unlevered free cash flows for the operating business segments were calculated by tax-affecting e h g s  before interest 
and tax expense and adding back depreciation and amortization, subtracting capital expenditures and adjusting for changes in working capital., 
defP-ed taxes and other .operating cash flows not reflected on the income statement, .The projected after-tax unlevered free cash .flows and range of 
te! 11 values (as of December 31', 2014), consistent with the discounted cash flow methodology described previously, were then discounted to 
pres% values as of December 31, 2010 hing a iange of .discount rates which along with the terminal EBITDA and net income'multiples were 
selected by Barclays Capital base& on Progress Energy arid Duk;e:' Energy's respective sets of comparable compariies including cbmparable sets of 
gas liquid distribution companies, independent power producer companies, Latin America power companies and renewable energy companies. 

For the Progress Energy sum-of-the-park analysis, Barclays Capital performed discounted cash flow analyses on the followkg business 
units with &e noted assumptions a d  considerations. 

RegulutedEiztities. For each of the .following Progress Energy regulated utility subsidiaries, Prdgress Energy Carolinas andprogress 
Energy Florida, which are utility businesses with transGsion, distribution and generation operations, Barclays Capital calculated the 
present enterpiise values based on a selecixid teiminal.EB1TDA multiple range of 7 . 7 ~  to 8 . 7 ~  ;ind a terminal net hcome.multiple range 
of 1 2 . 8 ~  to 13.8% and the weighted average cost of capital of 5.86% to 6.86% all based on the selected set of cornparable companies for 
Progress Energy. 

Tmc Credits. To value tlie cash flows derived fmm the Progress Energy Tax Credit program, the Tax Credits for the'fiscal years 201 1 
through 201 6 based on the Progress Energy Projections were discounted to December 31,201 0 at a weighted average cost of capital of 
5.86% to 6.86% based on an analysis of the weighted average cost of capital ofprogress Energy and its set of comparable companies. 

Corporate. For unallocated corporate-level expenses and other corporate items, Barclays Capital calculated an enterprise value for this 
segment by applying a range of multiples to the 201 1E EBITDA attributable to this segment b,ased on the Progress Energy Projections. 
The EBITDA range used w& 7 . 7 ~  to 8 . 7 ~ .  

Barclays Capital then calculated a range of implied equity values per share of Progress Energy common stock by subtracting estimated 
consolidated net debt as of September 30,201 0 fiom.the consolidated estimated enterprise value derived using the sum-of-,the-parts 
discounted cash flow method and dividing such amount by tlie number of issued and outstandmg shares of Progress Energy common 
stock. 
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For the Duke Energy discounted cash. flow analysis, Barclays Capital performed discounted cash flow analyses on the following business 

ReguZatedEiztities. For each of the following Duke Energy regulated business units, Duke Energy Carolinas, Duke Energy Indiana, 
Duke Energy-Ohio andDuke Energy Kentucky, Barclays Capital calculated the present enterprke values based on the following 
assumptions.'For Duke Energy Carolinas and Duke Energy Indiana, which are utility businesses with transmissiori, distribution and 
generation operatio&, the terminal EBITDA multiple range used was 7.7x to 8.7x, the terminal net income multipie range used was 
1 2 . 8 ~  to 1 3 . 8 ~  and the weighted average cost of capital was' 5.86% to 6.86% all based ontlie.selected set of comparable companies. for 
Progress Energy as opposed to the more integrated regulated and non regulated set of cornparable companies selected for Duke Energy. 
For Duke Energy Olio, which is.a utility business with electric transmission, distribution and generation operations as well as natural 
gas distribution operations, the terminal EBITDA multiple range used was 7 . 8 ~  to 8.8x, the terminal net income multiple range used. 
was 1 4 . 0 ~  to 1 5 . 0 ~  and the weighted average cost of capital was 5.86% to 6.86% all based onthe average of comparable companies for 
Progress Energy and selected Gas LDC companies. For Duke Energy Kentucky, which is :a utility business with electric transmission, 
distribution and generation operations Bs well as natural giis distribution operations, the terminal EBITDA multiple range used was 7 . 8 ~  
to 8.8x, the terrciinal net income multiple range used was 1 3 . 5 ~  fo 1 4 . 5 ~  and the weighted average cost of capital was 5.86% to 6.86% 
all based on an average of the set of comparable companies for Progress Energy and selected gas liquid distribution companies. 

.Duke Midwest Generation For Duke Energy's unregulated business Unit, Duke Midwest Generation, Barclays Capital calculatedthe 
present e n t e r p ~ e  values based on a selected terminal EBITDA multiple range of 7 . 6 ~  to 8 . 6 ~  and the weighted average cost of capital 
of 8.20% to 9.20% all based on a selected set of comparableindependent power producer companies. 

Duke Energy bztenzatioml. For Duke Energy's international business unit, Duke Energy International, Barclays Capital calculated the 
present enterprise values based on a selectedterm&al EBITDA multiple range of 6 . 5 ~  to 7 . 5 ~  and the weighted average cost of capital 
of 8.77% to 9.77% all based on a selected set of comparable Latin American power companies. 

Duke Eiwrgy Generation. For Duke Energy's primarily renewable energy business unit, Duke Energy Generation, Barclays Capital 
calculatedthe present enterprise values based on a selected terminal EBITDA multiple range of 8 . 5 ~  to 9 . 5 ~  and the weighted average 
cost of capital was 7.37% to 8.3736 all based on a selected set of comparable renewable energy companies. 

units with the noted assumptions and considerations. 

. 
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Corporate. For unallocated corporate-level expenses and other corporate items, Barclays Capital calculated a value for this segment by 
applying a range of multiples to the 201 1E EBITDA attributable to this segment based on the Duke Energy Projections. The EBITDA 
range used was 7 . 6 ~  to 8 . 6 ~  based on the selected set of cornparable companies for Duke Energy. 

Sarclays Capital then calculated a range of implied equity values per share of Duke Energy common stock by subtracting estimated 
ddatednet debt as of September 30,2010 from the consolidated estimated enterprise value derived using the sum-of-the-parts discounted CL 

cash flow method and dividing such amount by the number of issued and outstan@ shares of Duke Energy common stock. 

Based on the range of implied equity values per share calculated in the Progress Energy sum-of-the-parts analysis and the Duke Energy sum- 
of-the-parts analysis Barclays Capital calculated a range of implied exchange ratios for Progress Energy common stock to Duke Energy common 
stock. The following table reflects the results of this analysis as compared to the exchange ratio in the merger agreement of 2.61 25x 

Sum-of-the-Parts Analysis 
Implied Exchange Ratio 1.9793~ - 3.0643~ 
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52 Week LowMigh Analysis. Barclays Capital reviewed for informational purposes the 52-week low and 52-week high prices of Progress 
Energy common stock and Duke Energy common stock as of January 5,201 1 and calculated the implied exchange ratio by dividing the 52-week 
low price for the Progress Energy common stock by the 52-week high price for Duke Energy common stock for the low end of the range and 
dividuy: the 52-week high price for Progress Energy common stock by the 52-week low price for Duke Energy common stock for the high end of 
the range. The following table reflects the results of the analysis, as compared to the exchange ratio in the merger agreement of2.6125~: 

Implied Exchange Ratio 
52wcck L o V V M i g l l  
1.9914~ - 2.9483~ 

Research Price Targetr Aizalysis. Barclays Capital considered publicly available research per share price targets for Progress Energy common 
stock andDuke Energy common stock provided by equity research f m s  and calculated the implied exchange ratio range by dividing the lowest 
F target for Progress Energy common stock by the highest price target for Duke Energy common stock for the low end of the range and 
a. ~ n g  the highest price target for-Progress Energy common stock by the lowest price target for Duke Energy common stock for the high end of 
the range. The price targets published by the equity research f m s  do not necessarily reflect current market trading prices for Progress Energy 
common stock andDuke Energy common stock and these estimates are subject to uncertainties, includmg the future financial performance of 
Progress Energy and Duke Energy and future fmancial market conditions. The following table reflects the results of the analysis, as compared to 
the exchange ratio in the merger agreement of 2.6125~: 

Implied Exchange Ratio 
Research Estlmates 
2.1053~ - 2.9375~ 

.General. Barclays Capital is an internationally recognized investment bankmg firm and, as part of its investment badarg activities, is 
regularly engaged ih the vduation of businesses and their securities in connection witti mergers and acquisitions, investments for passive and 
control purposes, negotiated underwritings, competitive bids, secondary distributions of listed and unlisted securities, private placements and 
valuzitions for estate, covorate and other purposes. The Progress Energy bpard o€directors selected Barclays Capitai because of its f&niliarity with 
Progress Energyand its qualifications, reputation and experience in the valuation oE businesses and securities ,in connection witli mergers an'd 
acquisitions generally; as well as substantial experience in transactions comparable to the merger. 

Barclays Capital is acting as financial advisor to Progress Energy in connection with the merger. As coinpeaation for its services in 
connection with.the merger, Progress Energy paid Barclays Capital a fee of $S,OOO,OOO upon the delivery of Barclays Capital's opinion. In addition, 
Progress Energy has agreed to reimbufse Bqclays Capital for its reasonable out-of-pocket expenses incurred in corinection iYith the merger and to 
indemnify Batclays Capital for certain li es that may afise out of its' engagement by Progress Energy and the rendering of Barclays Capital's 
opinion Barclays Capital has performed variow investment banking and financial services for -Progress Energy and Duke Energy ;1 the past, and 
expects to perform such services for Progress Energy ana Duke Energy in the future, and have received, and expect to receive, cbstomary fees for 
such services. Specifically, in the past two years, Barclays Capital performed the following investment banlang and financial services for Progress 
Energy and Duke Energy: (i) acted as joint lead arranger on the refrnancing of Progress Energy's two principal operating companies' $750 million 
revolvirig.credit facilities, each iq March 201.0, (ii) acteg as joint book-mer  on a 6.00% $950 million notes offering for Progress Energy in 
November 2009, (iii) acted as co-manager on a 7.05% $750 million notes offering for Progress Energy in March 2009, (iv) acted as joint book- 
nl-er on a 4.30% $450 million fmt mortgage bond offering for a wholly-owned subsidiary of Duke Energy 
I 

b o o k - m e r  ona 545% $450 million f i t  mortgage bond offering for a wholly-owned subsidiary of Duke Energy in March 2009, (vii) acted as 

June 2010, (v) acted as joint book- 
,r on a.2.10%'$250 million fmt mortgage bond ofTehg for a wholly-owned subsidiary of Duke Energy in December 2009, (vi) acted.as joint 
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joint book-mer  on a 6.45% $450 million fmt mortgage bond offering for a wholly-owned subsidiary of Duke Energy in March 2009, 
(viii) provided strategic 
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adv,&ory services toDuke Energy and (ix) engaged in various’ hedging, derivative and other risk management trarisactions for both; Progress’ 
Energy ‘and Duke Energy. Progress Energy and its affdiates paid aggregate fees of approximately $5 million to Barclays Capital aisd its affdiates 
d&g the,two years preceding the date of Barclays Capital‘s opinion. 

Barclays Capital and its affiliates engage in a.wide range of businesses from investment and commercial banking, lending, asset 
management and other financial and non-financial seivices. In  the ordinary course of its business, Barclays Capital and affiliates may 
actively’fi-ade and effective transactions in the equib, debt and/or other securities (and any derivatives thereof) and.financial instruments 
(including loans and other obligations). of Progress Energy and Duke Energy for its own account and for the accounts of its customers and, 
accordingly, may at any time,.hold, long or short positions and investments in such securities and financiakinstruments. 

Interests of Directors and Executive Officers in the Merger 

Interests of Directors and Executive Officers of Duke Energy in tlie Merger 

In considering.the recommendation of the Duke Energy board of directors that you vote to approve the reverse stock split proposal, the share 
issuance proposal and the Duke Energy adjournment proposal, you should be aware’that some of Duke Energy’s directors and executive officers 
have fmancial interests in tlie merger thatmay. be different from, or in addition to, those of Duke Energy shareholders generally. The boird of 
directors of Duke Energy was aware of and considered these potential interests, among other matters, in evaluating.and negotiating the merger 
agreement and the merger, in approving the merger agreemenf and in recommendmg the approval of the reverse stock split proposal, the share 
issuance proposal and,the Duke Energy adjournment proposal. 

The merger agreement provides t lmt  during any rolling twelve-month period following the date of execution of the merger agreement, Duke 
Energy-may g r k t  discretionary b o r n  awards to employees (including executive officers) in the form of cash or otherwise, in addition to other 
payments made in the or* course of business consistent with past practice, with an aggregate value not in excess of $20 million 

The merger agreement provides that, during any rolling twelve-month period following the date of execution of the merger agreement, Duke 
Energy may establish retention and/or project specific bonus plans that (in the aggregate overall such plans) provide for payments to employees 
not in excess of $1 5 million. 

Following completion of tlie merger, all 11 members of the Duke Energy board of directois are expected to continue to be director; of Duke 
Energy and certain executive officers of Duke Energy &e expected to Continue to be executive ,officers of Duke Eriergy, ai fiirther described under 
“Continuing Board and Management Positions” on page [-I. 

Upon the completion of the merger, Mr. Rogers will become executive chairman of the Duke Energy bo&d,of directors, subject,to his ability 

certain respects to 
and wilhgness to serve. In connection-With the execution of the merger agreement Duke Energy, Diamond Acquisition Corporation and 
Ivlr. Rogers executed a term sheet pursuant to which the parties agreed to amend Mr. Rogers’ existing employment agreement 
reflect the merger agreement and to be effective at the time the merger is completed The term sheet provides ,that &e amended employment 
agreement will be effective unfil the later of December 31,201 3 and the second anniversary of the completion of the merger, that Mi. Rogers will 
not have the6ght to terminate employment for “good reason” as a result.of’the change in duties and responsibilities and that Mr. Rogers’ current 
compensation and benefits will be maintainedthrough December 31,2013 andmay be amended at that.time by the Compensation Committee of 
the Duke Energy board of directors to specify the compensation payable to Mr. Rogers if he remains executive chaimian of the Duke Energy board 
of.&rectors after December 31,2013. 
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Interests of Directors and Exeartive Officers of Progress Energy in the Merger 

In considering the recommendation of the Progress Energy board of directors that you vote to approve the merger proposal and the Progress 
F y adjoumrnent proposal, you should be aware that Progress Energy’s directors and executive officers have fmancial interests in the merger 
t. -lay be different from, or in addition to, those of Progress Energy’s shareholders generally. The board of directors of Progress Energy was 
aware of and considered these potential interests, among other matters, in evaluating and negotiating the merger agreement and the merger, in 
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adopting the merger agreement and recommendmg the approval of the merger proposal and the Progress Energy adjournment proposal. 

Continuing Sewice. The merger agreement provides that, following completion of the merger, the combined company’s board of directors 
will.include seven directors designated by Progress Energy (after consultation with Duke Energy). Subsequent to the date the merger agreement 
WPC executed, Mr. Johnsog.John D. Baker,lI, Harris E: DeLoach, Jr., James B. Hyler, Jr., E: Marie McKee, Carlos A. Saladrigas and Theresa M. 
E’ were named by the Progress Energy board of directors to serve on the combined company’s board of directors. Mr. Johnson, the current 
c&an, president and chief executive officer of Progress Energy, will serve as the president arid chief executive officer of Duke Energy upon the 
completion of the rnerger,.subjectto his ability a d  willmgness to serve. We also expect &k. Lyash, the current execut;ve vice president for, energy 
supply 0f.Progres.s Energy, to lead energy supply of Duke-Energy, Mr. McArthw, &e current executive vice president, general counsel and 
corporate secretary of Progress Energy, to lead regulated utilihes of Duke Energy, Mr. Muhem the current.senior vice.president and chief 
F k c i a l  officer of.Progress Energy, to serve as the chief administrative officer of Duke Energy, and h. Yates, the president and chief executive 
officer ‘of PEC, to  lead’custmner operations of.Duke Energy. The employment agreements of each of these’executive officers, other than 
Mr. Johnson, will continue b$ M l  force qtd effect after completion of the merger. See “--ContinuiIig,Board and Management Positions” beginning 
onpage [-I. 

Discretionary Bonuses and Bonus Plarzs. The merger agreement provides that, during any rolluy: twelve-month period following the date of 
execution of the merger agreement, Progress Energy may grant discretionary bonus awards to employees in the form of cash or otherwise, or 
establish retention and/or project specific bonus plans, h’addition to other payments made in the ordinary course of business consistent with past 
practice, with aggregate . v d ~  of no more than $20 mihion. See “--Continuing Board and Management Positions” beginning on page [-I. 

Equity Compensation Awards: Any outstanding Progress Energy equity awards, including options, restricted stock, restricted stock units, 
phantom shares and performance shares will be converted into Duke Energy equity awards, with generally: the same terms and conditions, 
includmg vesting, as described under the heading “-Effect on Awards Outstanding Under’ Progress Energy Stock Plans” beginning on page [-I. 

Emploj)mentAgreement between Duke Energy a~zd,Milliam D. Johmoiz. Upon the completion of the merger, Mr. Johxon, the chainn, 
president and chief executive officer of Progress Energy, will become president and chief executive officer of Duke Energy. In connection with the 
execution’ of the merger agreement, Duke Energy, Diamond Acquisition Corporation and Mr. Johnson executed a term sheet in which the parties 
agreed to enter into a new employment agreement M i  Johnson’s term sheet provides that the employment agreement will be effective upon 
completion of the merger and will be substantially similar to the form of the employment agreement for the current chief executive officer of Duke 
Energy, other than as follows. The term sheet provides for a three-year term of employment commencing upon completion of the merger. 
Mr. Jolvlsonwill receive an:tiimual base salary of $1 jlOO,OOO and will be eligible to participate in Duke Energy’s incentive plans, includmg the 
Duke Energy short-term incentive plan at a target opportunity of 125% and the Duke Energy long-term incentive plan at a target oppor!xnity of 
C; 
fkbLti time to time. The compensation committee of the Duke Energy board of directors reserves .the discretion to increase Mr. Johnson’s 
compensation to appropriately reflect any changes in compensation.benchmarking data as a result of any delay between the date of the term sheet 
and the effective time of the merger. Any such increase will take into account the compensation 

. Mr. Jolmson will be entitled to employee benefits as determined by the compensation committee of the Duke Energy board of directors 

106 

Table of Contents 

provided to chief executive officers at companies similar to Duke Energy. If Mr. Johnson’s employment is involuntarily termmated without 
“cause” or he resigns for “good reason” on or prior to the second anniversary of, the completion of the merger, he will be entitled to severance 
equal to the benefits provided under the Progress Energy Management Change-In-Control Plan, or Progress Energy CIC Plan, except that no tax 
gross-up will be provided If his employment is involuntarily terminated without “cause” or he resigns for “good reason” following the second 
anniversary of, but prior to tlie tbird anniversary o$ the completion of the merger, he will be entitled to the severance benefits provided under his 
current employment agreement with Progress Energy. For purposes of determining whether Mr. Johnson has ‘good reason” to resign or a 
“constructive termination” has occurred, hs required relocation to Charlotte, North Carolina, any changes to his positions, duties and 

opportunity following the merger under all applicable incentive plans, in each case as provided in his term sheet, will be disregarded. 
es in connection with his acceptance of the new position with Duke Energy and any changes to his total incentive Compensation 

Management Change-in-Control Benefit. Ejcecutive officers of Progress Energy will not receive any compensation solely on account of the 
completion of the merger. As described above, outstanding options to purchase shares of Progress Energy common stock and outstandug awards 
of restricted stock; restricted stock units and performance shares will be converted into Duke Energy common stock options and other awards that 
will remain subject to the original vestmg requirements under the applicable Progress Energy plan, ie., the vesting of the options and other awards 
will not be accelerated on account of the completion of the merger. 

The outstanding annual incentive awards of executive officers of Progress Energy also will remain subject to the original vesting 
I iements and will remain subject to performance criteria. As soon as practicable after the completion of the merger, the compensation 
committee of the Duke Energy board of directon will adjust the original performance criteria for such awards as it determines is appropriate and 
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equitable to reflect the merger, Progress Energy’s performance prior to completion of the merger and the performance criteria of awards made to 
similarly situated Duke Energy employees. 

Executive officers will not receive additional compensation or benefits,under their employment agreements or the Progress Energy CIC’Plan 
solely on account of the completion of the merger. Executive officers will be entitled to severance benefits under the Progress Energy CIC Plan if 
tl mployment is terminated without “cause” or they resign with “good reason” within 24 months after completion of the merger. The eligibility 
o f z i  Progress Enejgy.execiXrve officers. to receive the Progress Energy q C  Plan benefits: is limited by the following: 

0 Messrs, Johnson, Yates,,Lyash,’McArthur andMulhem are expected to assume new-positions’with Duke Energy effective upon 
completion of &e merger. Thus, we do not expect that these executives’ employmentwill be temiinated in conhection with the 
completion of the merger. 

Mr. Johnson.lias waiyed his riglit to resign with “‘good reason,” adreceive Progress Energy CIC Plan benefits or to assert a 
“constructive termination” under his existing employment agreement, on account of (a) his required relocation to Charlotte, North 
Carolina, (b) any changes to his positions, duties and responsibilities in connection with his acceptance of the new position with Duke 
Energy or (c) any chhges to his total hcentive compensation opportunity under all applicable incentive plans following the merger, in 
each case &provided &his term sheet. ThF,,Mr: J o b o n  cannot claim entitlement to those’benefits because of the’change in the 
location of his principal office, any changes .to his positions, duties agd responsibilities in connection with his acceptance of the new 
position,with Duke Energy or changes to l is  total incentive compensation opportunity. under all applicable incentive plans. In addition, 
as discussed above, Mr. J,ohnson’s term, sheet specifies that following the completion of the merger he will not be ehgible for a tax 
gross-up on any severance payment he receives. Other than as specified above, Mr. Johnson will retain his right to claim “good reason” 
to resign under the Progress Energy CIC Plan. 

Each of Messrs. Yates, Lyash, McArthur and Mulhern has entered hto a letter agreement with Duke Energy to waive the right to resign 
with “good reason,’’ and receive, the Progr$ss Energy c=IC Plan 
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benefits or to assert a “constructive termination” under the executive’s employment agreement; on account of (a) a required relocation 
to Charlotte, No& Carolina, (b) a change +-.his position, duties or responsib 
pos.ition with Duke Energy or (c).a reduction in l is  total incentive compensation opporhmity by virtue of his participation in Duke 
Energy’s incentive cornpensation plans (provided that his target incentive compensation: opportunity is substantially similar to that of 
similarly situated Duke Energy executives). Thus, Messrs. Yates, Lyash, McArthur and Mulhem cannot claim entitlement to Progress 
Energy CIC Plan benefits or severance..benefits under such officer’s employment agreements upon a resignation following the merger 
for any‘of these reasons: 

es in connection with ,& acceptance of the new 

Although each,of’the named executive officers has waived SiPnificW. rights to payment’upon terrriination following. the completion of the 
merger; the executives will retain rights to payment upon termbtion under other specific circ~stances. Each of Messrs. Mukern, Lyash, Yates 
and McArthur will still have,the right to resign for “good reason’.’ under the Progress Energy CIC Plan or to assert a “constructive termination” 
under his employment agreement on account of (i) the relocation of such officer to a location other than Charlotte, North Carolina, (ii) a change in 
such executive officer’s position, duties or responsibilities not in connection with his acceptance of the new position with Duke Energy or 
(iii) solely with respect to a resignation for “good reason”’under the Progress Energy CIC.Plan, a reduction ;I such executive officer’s incentive 
compensation opportunity such that his or her target&centive compensation opportunity is not substantially similar to that of s-ilarly situated 
executives of Duke Energy o r 3  such reduction is in additionto &y changes related to becoming a participant in Duke Energy’s incentive 
compensation plans following the completion of the merger. In the event that.the executive officer’s employment is involuntaiily terminated 
without “cause” or the named executive officer terminates his employment for “good reason” (as each term is defied in the Progress Energy CIC 
Plan, as modified by the waivers described.above) within twenty-four months after completion of the merger, the executive officer will be entitled 
to the following benefits(? 

Eligible Positions 

Cash Severance(?) 

Tier I Tier I1 
Chief Executive Officer, 
Chief Operating Officer, 
Presidents and Executive 
Vice Presidents 

300% of base salary and annual incentive 

Senior Vice Presidents 

200% of base salary and annual 
incentive 

HL -Ai & Welfare Coverage Period Coverage up to 36 months Coverage up to 24 months 
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Gross-ups 

Annual Incentive under Progress Energy 

Full gross-up of excise tax Conditional gross-up of excise tax 

Participant is entitled to 100% of target incentive if employment is terminated within 
coverage period after change in control. Management Incentive Compensation Plan 

Rf kted Stock 

Performance Shares 

Restrictions are l l l y  waived on all outstandug grants to participant if employment is 
terminated during coverage period (unless outstandug awards are not assumed by the 
acquiring company in which case they would vest at change in control). 

Participant’s outstanding awards vest (at the target level) as of the termination date (unless 
outstanding awards are not assumed by the acquiring company in which case they would 
vest at change in control). 
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Stock Options 
Tier I Tier I1 

Participant’s unvested awards if assumed by acquiring company would vest accordmg to 
their normal schedule; otherwise the awards would vest if employment is terminated during 
coverage period after the change in control (there are no unvested stock option awards 
currently .outstandug ). 

Participant shall be deemed to have met minimum service requirements for benefit 
purposes, aqd participant shall be entitled to payment of benefit under tlie SERP. 

Participant entitled to payment of accrued benefits in all accrued nonqualified deferred 
compensation plans. 

Supplemental Senior Executive Retirement Plari 
( S W )  

Deferred Compensation 

(1) Benefits payable under the Progress Energy CIC Plan will be paid in lieu of any benefits payable under the relevant executive’s employment 
agreement. As such, only benefits avaaable under the Prcgess Energy CIC Plan are set forth in the table. 

(2). The cash severance payment will be equal to +e sum of the applicable percentage of.annd base salary and the greater of the average of the 
participant’s a i m d  incentive award for’the three years immediately precedmg the participant’s. employment termination date, or the 
?articipant’s target annual incentive award for the year’the participant‘s employment witli.the company terminates. 

Based on compensation and benefits levels in effect on December 31, 2010 and assuming that the merger is completed and that each 
executive experiences a qualifying termination of employment prior to the second anniversary of completion of the merger, (i) Messrs. Mulheq 
L y ~ h ,  Yates and McArthqrwill be entitled to receive, respectively, approxiqately $5,170,754, $6,604,047, $6,996;956, arid $9,275,815 in cash 
and other ’benefits under Progress Energy CIC Plan, (ii) Mr.. Johnson will be entitledto receive approximately $1 8,193,642 and (iii) the eleven 
Progress Energy executive officers, as a group, will be’ entitled to receive approximately $70;.341,218, in the aggregate (which includes the 
amounts payable to our named executive officers in clauses (i) and (ii) above). Mr. Johnson will be entitled to receive.2.99 times his then current 
annual base salary and the costs of continued coverage under certain health and welfare benefit plans pursuant to the Consolidated Omnibus Budget 
Reconcilktion Act of 1985 for up to 18 months after terminationof.employment ifhis employment is termhated following the second anniversq 
but prior to @e third anniversary of the completion ofthe merger, or approximately $2,984,782. The actual aniouiits payable will vary depenag 
on, among other things,’the timing of the completion of merger imd any qualdjhg.termination, the amount of sk lary  and bonuses being earned’by 
the executives at that time Sindvarious other aSsiunptionS. 

Indenznifcation and Insurance. The merger agreement provides t l ~ t ,  following the completion of the merger, Progress Energy will indemrufy 
and hold l m l e s s  each director or officer of Progress Energy, or any of its subsidiaries as of tlie time of the merger agreement or any person who 
becomes such a director or officer prior to the completion of the merger, against losses relating to such role to the fullest extent permitted by law. 
Duke Energy will also maintain the directors’ and officers’ .liability (and fiduciary) insurrince policies maintainea by Progress Energy as of the time 
of the merger agreement for six ye.= following the completion of.the merger, subject to certain ,hitatioIp on the amourit of premiums payable 
under such policies. See “- Indedicat ion &d Insur&ce” beginning on page [-I. 

ERP. On the date the merger agreement was executed, the Amended and Restated Supplemental Senior Executive Retirement Plan of’ 
Progress Energy, Inc., or S W ,  provided that an executive is efigible to participate in the SERP after serving three years as a Senior Vice President 
or above and after completing ten years of service with Progress Energy and its affiliates. All of Progress ,Energy’s executive officers, other than 
Mr. McArthur, satisfied the SERP ‘eligibility reqijrements 6efore.tlie date the merger agreement was executed. The merger agreement requires 
Progress Energy to amend the, SERP to provide that participation in the SERP will be limited to h e  ten members of the Progress Energy Senior 
Management Committee on the date the merger agreement was executed Accordmgly, on March 16,201 1, the Progress Energy board of directors 
a ledthe 
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S F "  to provide that no, iiidividual, other than the ten members of the Progress Energy Senior Management Committee on the date the merger 
x- ~ .lent was exeched, may be eligible to participate ~ the SERP and to GI&,& thatall seivice with Progress Energy and its affiliates, including 
Duke Energy and, its affhtes after completion of the merger, by the ten members of the Pr0gres.s Energy Senior Management Committee on the 
date themerger agreement was executed, will be treated as service as a Senior Vice Preside&. or above.for purposes of meetmg the SERP's 
eligibility requirements. 

OfherIizterests. One member of the'board of directors' of Progress Energy is @ employee of J.Pb Morgan, which fuTh acted 9 f k c i a l  
advisor to Duke Energy with respect to the merger. 'Such member hi informed the %ard of dkectofs of Progress Energy that he did not have any 
involvement iq J.P. Morgari's engagement with.Duke Energy in connection with the merger, and that his compensation would not be d,irectly 
related to that engagement. . 

Continuing Board and Management Positions 

The merger agreement provides that Duke Energy will increase the size of its board of diectors to.18 directors upon completion of the 
merger. Tlwboard will consist of 1 I directors desigriated by Duke Energy and seven directors designated by Progress Energy. Duke ,Energy 
expects that each of its 11 current directors will continue serving on the Duke Energy board upon the completion of the merger, subject in each case 
to such director's ability and willingness to serve. Progress Energy expects that the following current members of its board of directors will serve 
on the board of directors of Duke Energy, subject to such individuals' ability and wllllngness to serve: Mr: Johnson, John D. Baker II, Harris E. 
DeLoach, Jr., James B. Hyler, Jr.', E. Marie McKee, Carlos A. Saladrigas and Theresa M Stone. Standing cogunittees of the board of directors of 
Duke. Energy wili consist of Duke Energ's existing standing committees with the addition of aRegulatory Policy and Operations' Committee. At 
least one individual designated by Progress Energy will serve on each committee upon completion of the merger. Duke Energy and Progress 
Energy agreed that in determining committee assignments, Duke Energy will take into a c c o w  among other '&.hgs, the skills and expertise of the 
directors, the needs of the committees, and the goal that commit%ee workloads .be distributed reasonably among the N 1  Duke Energy board of 
directors. The merger agreement provides that Progress Energy will designate the chairs of the.Compensation: Committee and the Audit Committee 
arid Duke Energy. will designate the chairs of each, other committee of the Duke Energy board, in each case following reasonable comultation && 
the other party and subject to such individuais' ability aridwilhgness to serve. Duke Energy kill designate an individual to serve the lead 
independent director of Duke Energy, following reasonable'consultation with Progress Energy and subject to such individual's ability' &d 
wvjllhgness to.serve. Duke Energy has also agreed, prior to the completion of themerger, to amend its Principles for Corporate Governance to 
F 
in which such director reaches the age of 71. 

.& that the normal retirement date for directors will be the annual shareholders meeting held in the calendar year following the calendar year 

If any director designated by Duke Energy 'or Progress Energy is unable or uLtwiiling to serve as a director, lead dikector, or cominittee c ln i~  
of Duke Energy as of the completion of the merger, $e merger agieement provides that the party ,that designated such individual will designate a 
replacement, following reasonable consultation with the other party. h y  replacement for the.lead director position as of the completion of the 
merger will be fi-om among the individuals designated by Duke Energy to serve on the Duke Energy board after the completion of the merger. 

The merger agreement,provides that-Mi. Johnson will serve as .$he president ;ind chief executive officer of Duke Energy and Mr. Rogers will 
serye cis the executive chairman of the board of directors of,Duke Energy, i i~  each case as of the completion of the merger and subject to such 
individual's ability and willjngriess to serve. In'the event either Mr. Johnson or Mi. Rogers is unable or unwilhg to seive in such capacity, the 
parties agreed in the merger agreement to confer and mutually designate a replacement. In addition to the duties of the chairman ofthe board of 
direcbrs attendant to such position set forth in the by-laws of Duke Energy, Mr. Rogers wdl have responsibility for supporting the selection of new 
members of the board of directors of Duke Energy, assisting in 
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setting the agenda for the board of directors of Duke Energy, pla-g an active role in national and state governmental relations in coordination 
with the chief executive officer, providmg input on public policy decisions, acting as the spokesman on certain public policy initiatives, inclu- 
national and international policy and global initiatives, providmg input on the selection of the executive management team andrepresenting the 
board of directors of Duke Energy to the public. Inhis capacity as president and chief executive officer, Mr. Johnson will have all duties customary 
to such position, including developing the strategic plan for Duke Energy, developing and communicating the vision and mission for Duke Energy, 
developing public policy positions for Duke Energy, selecting the executive management team with the input of the executive chairman, 
d >ping an annual budget for approval by the Duke Energy board of directors, driving the strategic financial and operational results of Duke 
E, c;y and representing Duke Energy to the public and investors. 
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We expect the followmg individuals to be the senior officers of Duke Energy upon completion of the merger, subject to such md~viduals’ 
ability and willingness to serve: 

Lynn J. Good, currently group executive and chief financial officer of Duke hergy, will continue as chief financial officer, 

Dhiaa M. Jamil, currently group executive, chief generation officer and chief nuclear officer of Duke Energy, will lead nuclear 
generation; 

Jeffkey I. Lyash, currently executive vice president of energy supply of Progress Energy, will lead energy supply; 

Marc E. Manly, currently group executive, chief legal officer and corporate secretary of Duke Energy, will be general counsel and 
corporate secretary; 

John R. McArthur, currently executive vice president, general counsel and corporate secretary of Progress Energy, will lead regulated 
utilities; 

Mark F. Mulhem, currently senior vice president and chief f m c i a l  officer of Progress Energy, will be chief administrative officer; 

33. Keith Trent, currently group executive and president of commercial businesses ofDuke Energy, will lead commercial businesses; 

Jennifer L. Weber, currently group executive-human resources and corporate relations of Duke Energy, will lead human resources; 
and 

Lloyd M. Yates, currently president and chief executive officer of Progress Energy Carolinas, will lead customer operations. 

If any of the foregoing individuals is unable or unwilling to serve in such officer positions, Duke Energy and Progress Energy agreed in tlie 
merger agreement that they will confer and mutually appoint other individuals to serve in such officer positions. 

Indemnification and Insurance 

The merger agreement provides that, following the completion of the merger, Progress Energy will indemmfy and hold harmless each 
directm or officer of Progress Energy, or any its subsidiaries as of the time of the merger agreement or any person who becomes such a director or 
officer prior to the completion of the merger, against losses relating to such role to the fullest extent permitted by law. Duke Energy will also 
maintain the directors’ and officers’ liability (and fiduciary) insurance policies maintained by Progress Energy as of the time of the merger 
agreement for six years following the completion-of the merger, subject to certain limitations on the amount of premiums payable under such 
policies. In lieu of such insurance, Progress Energy may, prior to the completion of the merger, purchase a prepaid “tail” directors’ and officers’ 
liability (and fiduciary) insurance policy for Progress Energy and its current and former directors and officers who are currently covered by the 
1 
ana officers, subject to certain limitations on the cost of such ‘‘tail” policy. 

.y (and fiduciary) insurance coverage currently maintained by Progress Energpon brms and conditions no less advantageous to such directors 
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Listing of Duke Energy Common Stock 

former holders of Progress Energy common stock in the merger to be approved for listing on the NYSE, subject to official notice of issuance, as 
promptly as practicable after the date of the merger agreement and in any event prior to the completion of the merger. 

Duke Energy agreed in the merger agreement to use its reasonable best efforts to cause the shares of Duke Energy common stock issuable to 

Dividends 

The parties agreed in the merger agreement that during the period until the completion of fhe merger, Progress Energy will not increase its 
$0.62 per share regular quarterly cash dividend without the prior written consent of Duke Energy and Duke Energy may increase its $0.245 
regularly cparterly cash dividend to $0.25 per share without the prior wriikn consent of Progress Energy commencmg with the regular quarterly 
dividend that would be payable with respect to the second quarter of 201 1 and to $0.255 per share without the prior written consent of Progress 
Energy commencing with the regular quarterly dividend that would be payable witli respect to the second quarter of 2012. 

After the merger, Duke Energy currently expects to pay dividends in an amouni consistent with the dividend policy of Duke Energy in effect 
prior to the completion of the merger. The payment of dividends by Duke Energy, however, will be subject to approval and declaration by the 
Duke Energy board of directors and will depend on a variety of factors, including business, financial and regulatory considerations &d the amount 
of dividends paid to it by its subsidiaries. See “Risk Factors-Duke Energy carmot assure you that it will be able to continue paying dividends at 
the current rate.” For additional information on the treatment of dividends under the merger agreemenf see “The Merger Agreement-Covemts of 
T Energy and Progress Energy.” 

. 

Material U.S. Federal Income Tax Consequences of the Merger 
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The following is a discussion of the material U.S. federal income tax consequences of the merger to U.S. holders (as defined below) who 
exchange their Progress Energy common stock for Duke Energy common stock in the merger. The discussion which follows is based onthe Code, 
Tre;isury Regulations issued under the Code, and judicial and administrative interpretatie thereof, all as in effect of the date of this document, 
all of which are subject to change at any time, possibly with rehroactive’effect n e  discussion addresses the material U.S. federal income tax 
coy .quences only to a beneficial oivner of Progress @ergy.common stock who is a cit;Zen or individual resident oftlie United States, a 
cc 
the United States is able to exercise primary supervision over the administration of the trust and one or more U.S. persons have the authority to 
control all substantial decisions of thetrust (a “U.S. holder”). In addition, the discussion applies only to a U.S. holder who holds Progress Energy 
comm,on stock as a capital asset. within themehing of section 1221 of the Code. The diyxssion assumes that the merger,will be completed 
acc.ordance with the merger agreement. This, s&ary is not a complete description of all of the consequences of the merger, *d, ,in paiticular, 
may notaddress, U.S. feder.al iIicome tax cohsiderations applicable to Progress Energy sl~eholde$ subject to special treatment under U.S. federal 
income tax law, inch-, without limitation: 

ation organized in or under the laws of the United States or any state thereof or the District of Columbia, or a trust over w1~ch.a court within 

mutualfun&; 

tax-exempt organizations; 

* U.S. expatriates; 

f i c i a l  institutions or insurance companies; 

real estate investment trusts or regulated investment companies; 

shareholders who are subject to alternative minimum tax; 

shareholders who are not citizens or residents of the United States; 
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pass-through entities or insestors in such entities; 

dealers or brokers in securities or foreign currencies; 

shareholders who hold individual retirement or other tax-deferred accounts; 

traders in securities who elect to apply a mark-to-market method of accounting; 

shareholders who hold Progress Energy common stock as part of a hedge, appreciated financial position, shddle, constructive sale or 
conversion transaction, or 

shareholders who acquired their shares of Progress EneGy common stock pursuant to the exercise of employee stock options or 
otherwise as compensation. 

In addition, tax consequences under state, local and foreign laws or under U.S. federal laws other than U.S. federal income tax laws are not 
addressed in this document 

Progress Energj shareholders are strongly ,urged to consult with their own tax advisors regarding the tax consequences of the 
merger to them, including the effects of U.S. federal, state, local, foreign and other tax lams. 

It is a condition to the obligation of Progress Energy to complete the merger that Progress Energy receive a written opinion from Hunton & 
Williams LLP, counsel to Progress Energy, dated as of the closing date, to the effect that the merger will qualify as a “reorganization” under 
Section 368ca)of the Code. The condition relating to that op;;on is not waivable by Progress Energy after receipt of the Progress Energy 
shareliolder approval unless furtlier shareholder ,approval is obtaked with appropnate disclosure. It is a condition to the obligation of Duke Energy 
to effect the merger that Duke Energy receive a written.opinion from Wachtell, Lipton, Rosen & Katz, counsel to Duke Energy, dated as of the 
closing date, to the effect that tlie merger will q u e  as a “reorganization” under Section 368(a) of the Code. The condition relating to that opinion 
is not waivable by Duke Energydker receipt.of the Duke Energy shareholder approval unless further shareholder.approval is obtained with 
appropriate disclosure. Neither Progress Energy nor Duke Energy intends to waive their closing condition. In addition, in connection witli the 
effective registration statement, each of Hhton  & Williams LLP and Wachiell, Lipton, Roien & Katz will deliver an opinion to Progress Energy 
arid Duke Energy, respectively, to the same effect as the opinions described above. The opinions will rely on assumptions, representatiod and 
covenants;which may include assumptions regarding the absence of  changes in existing facts and law and the completion of the merger in the 
manner contemplated by the merger agreement and representations contained in represehtion letters of officers of Duke Energy, Progress Energy 
w - ferger Sub. If any of those assumptions, representations or covenants is inaccurate, counsel may be unable to render the required opinion and 
ti. . x consequences of the merger could differ from those discussed here. An opinion of counsel represents counsel’s best 1eg.d judgment and is 
not bindmg on the Internal Revenue Service, which we refer to as the LRS, or ai~y court, nor does it preclude the IRS from adopting a contrary 
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position. No rdmg has been or will be sought from tlie IRS on the U. S. federal income tax consequences of the merger. 

As a result of tlie merger quallfying as a “reorganization” within the meaning of Section 36X(a) of the Code, for U.S. federal income tax 
purposes, in general: 

a U.S. holder whose shares .of Progress Energy common stock are converted into the right to receive shares of Duke Energy common 
stock will not recognize gain or loss, except to the extent of cash, if any, received in lieu of a fractional share of Duke Energy common 
stock; 

a U.S. holder’s aggregate tax basis in shares of Duke Energy common stock received in the merger, includmg any fractional share 
interests deemed received and exchanged as described below will equal the aggregate tax basis of tlie Progress Energy common stock 
converted into the right to receive shares of Duke Energy common stock; 

* 
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a U.S. holder’s holding period for shares of Duke Energy common stock received in the merger will include the U.S. holder’s holding 
period for the shares of Progress Energy common stock converted inb the right to receive shares of Duke Energy common stock, and 

a U.S. holder who receives cash in lieu of a fractional share of Duke Energy common stock in the merger will be treated as having 
received a fractional share in the merger andthen as having received the cash in exchange for the fractional share and should generally 
recognize capital gain or loss equal to the difference between the amount of the cash received in lieu of the fractional share and the U.S. 
holder’s tax basis allocable to such fractional share. Any such capital gain or loss will be a long-term capital gain or loss if the Progress 
Energy common stock converted into the right to receive the fractional share of Duke Energy common stock was held for more than 
one year at the time of tlie merger. 

U.S. holders who hold their Progress Energy common stock with differing bases or holding periods should consult their tax advisors with 
regard to identifying the bases or holdmg periods of the particular shares of Duke Energy common stock received in the merger. 

In formation Reporting and Backup Fiihhol&tzg 

U.S. holders may be subject to information reporting-and backup withholding on any cash payments they receive in tlie merger. U.S. holders 
gellzrally will not be subject to backup withholdmg, however, if they 

fiunish a correct taxpayer identification number, certify that they are not subject to backup withholding on the substitute Form W-9 or 
successor form included in the letter of transmittal that they receive and otherwise comply with all the applicable requirements of the 
backup withholdmg rules; or 

provide proof that they are otherwise exempt &om backup withholding. * 

Any amounts withheld under the backup withholdmg rules generally will be allowed as a refund or credit against a U.S. holder’s US. federal 
income tax liability, provided such U. S. holder timely furnishes the required information to the IRS. 

The discussion of material U S. federal income tax consequences set forth above 1s not intended to be a complete analysis or description of 
all potential U.S federal income tax consequences of the merger. Moreover, the discussion set forth above does not address tax consequences that 
may vary with, or are contingent upon, individual circumshices. In addition, the discussion set forth above does not address any non-income tax or 
any foreign, state or local tax consequences of the merger and does not address the tax consequences of any transaction other than the merger. 

Progress Energy shareholders are strongly urged to consult with their own tal; advisors regarding the tax consequences of the 
merger to them, including the effects of US. federal, state, local, foreign and other &ax laws. 

Legal Proceedings 

action lawsuits with ten lawsuits brought in the Superior Court, Wake County, North Carolina and one lawsuit fded in the United States District 
Court for the Eastern District of North Carolina, each in connection with the proposed merger (we refer to these lawsuits as the “actions”). The 
complaints in the actions allege, among other things, that the merger agreement was the product of breaches of fiduciary duty by the individual 
defendants, in that it allegedly does not provide for full and fair value for Progress Energy’s shareholders; that the merger agreement contains 
coercive deal protectionmeasures; and that the merger agreement and the merger were approved as a result, allegedly, of improper self-dealing by 
certain defendants who would receive certain. alleged employment compensation benefits and continued emplopent pursuant to the merger 
i 

Progress Energy, its directors, Duke Energy and Diamond Acquisition Corporation have been named as defendants in eleven purported class 

Pent The Complaints in the actions also allege that Progress Energy andor Duke 
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E y andlor Diamond Acquisition Corporation ai,ded and abetted the individual defendants' alleged breaches of fiduciary duty. Additionally, the 
c~,,iaint in the federal action was amended on April 6,201 1 to include allegations tlxit the defendants violated federal sec&ties laws in 
connection with statements contained in Duke Energy's Registration Statement on Fom S-4, filed with the SEC on March 17,201 1. As relief, the 
plaintiffs in the actions seek, among other thmgs, 'to enjoin completion of the mergei:.The defendants believe that the allegations of the complaitlts 
,h the'actions .are without merit Bnd that they have substantial meritonoq, defenses to the cla&s made in,the action$. On March 1 1,201 1, the 
plaintiff in one action, captionedDonaZdE. Welzenbach V. ProgressEnergy, Inc:, et al., 11-CVS-000660, and filed Jan- 14, 2011, in the 
Superior Cot& Wake County, North Carolina, file& a notice of voluntary dismissal with prejudice. By order dated March 30,201 1, the court 
vacated the dismissal and reiixtated the case for failure to receive court.approva1 before fihg this dismissal. 

In each of tlie actions, the parties have agreed that the defendants'need not move; plead, or otherwise respond to the compl&t until .thnty 
days after the plaintiff hay filed an amended or consolidated,amerided complain$ or advised the defend*& that it wiil not be fihg such pleadings. 
The actions brought in the Superior Court., Wake County, North Cqroliria, bear the captions and fhlng 'dates listed immediately following this 
paiagraph These actions have all been designated ;ts Complex BusheS,s Cases and assigned to the North.Carolina Business Cowt Three plaintiffs 
have fded motions to consolidate the actions, and the fmt plaintiff to fde suit has moved to dismiss the subsequently fded:actions on the grounds of 
abatement. Four plaintiffs have served defendants with discovery requests, and two have filed motions for expedited discovery. Defendants have 
&led papers in opposition to the"motions for expedited discovery md moved for aprotective order reGeving them of the obligation to respond to the 
discovery requests, In an order dated March 16,201 1, the court in these cases stated that it had been idomed that an agreement had been reached 
on the issues of lead plaintiff and lead, counsel, and directed that a motion be submitted regarding these appoinfments. On March 22,201 1, the 
plaintiffs submitted a consent motion designating Interim Lead Plaintiffs' Counsel, Plaintiffs' Counsel Executive 'Committee, and Co-Liaison 
Counsel. The court scheduled an initial hearing and status conference for March 31,201 1, which by order dated March 30,201 1, the court 
continued until firher notice. As of April 7,201 1, the court had not yet ruled on the pendug motions. 

= 

' 

Lorraine Engel v. William D. Jolznsors, et al., 11-CVS-000646 (filed January 14, 201 1) 

Steplien Busliaizsky v. ProgressEnergy, Inc., et al., 11-CVS-000662 (filed January 14,2011) 

DonaldE. Welzenbach 17. ProgressEnergy, Inc., et al., i 1-CVS-000660 (filed January 14, 201-1) 

PipefittersLocal Union A'S37 TrustFun& v. William D. Johnson, e t  al., 11-CVS-000739 (filed January 18, 2011) 

Richard Van Tassel1 v. ProgressEnergy, Inc., et al.j 11 -CVS-O00804 (filed J a n w  18,201 1) 

David Thomas 17. ProgressEizergy, Iizc., et al., 11-CVS-000875 (fiedJanwuy 20, 201 1) 

Ethel'Mitchell v. ProgressEiiergy, Inc., et al., 11-CVS-001226 (fded January 27, 2011) 

Loui~iana Il.zirnicipal Police Employees'Retirensent System v. WilliiUn D. Joliizson, et al., ,Sl-CVS-O01339 (filed January 27,201 1) 

Paul Bellihff 17. William D. Johnson, et al., 11-CVS-002000 (fded February 9,201 1) 

Har7y.Steckt.r v. ProgressEnergy, Iizc., et  al., 11-CVS-002302 (filed February 11, 201 1) 

The action brought in the U.S. District Court for the Eastern District of North Carolina bears the caption and f i g  date listed immediately 
following this paragraph The plaintiff in this action has served the defendants with discovery requests. On April 6,2011, the plaintiff filed a n  
amended complaht that included the' allegations of federal secuijties law violatlons mentioned above. Given the new allegations involcmg federal 
securities laws, the defendants intend to move, plead, or otherwise respond to the amended federal complaint consistent with the provisions of the 
Private Securities Litigation Reform Act, which now governs the federal action. 

Noah Wovv. William D. Johizsois, et al., Case 5:ll-cv~00058-D (filedFebruary 10, 2011) 
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On March 31,201 1, counsel for Noah Wolf sent a derivative demand letter to Mr. Johnson demanding that the Progress Energy board of 
directors desist from moving forward with the merger, make certain disclosures, and engage in an auction of the company. On March 31,201 1, the 
same counsel sent Mr. Johnson a substantially identical derivative demand letter on behalf of purported Progress Energy shareholders Robert 
Egbert and Debra Egbert. 

A. ,unting Treatment 

Duke Energy prepares its financial statements in accordance with GAAP. The merger will be accounted for by applying the acquisition 
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method, which requires the determination of the acquirer, the acquisition date, the fair value of assets and liabilities of the acquiree and the 
measurement of goodwill. The accounting guidance for business combinations, referred to as ASC 805, provides that in identifying the acquiring 
entity in a combination effected through an exchange of equity interests, all pertinent facts and circumstances must be considered, includmg: the 
relative voting rights of the shareholders of the constituent companies in the combined entity, the composition of the board of directors and senior 
m--yement of the combined company, the relative size of each company and the terms of the exchange of equity securities in the business 
c Bation, includmg payment of any premium. 

Based on current Duke Energy board members representing a majority of the board of directors of the combined company, as well as the 
terms of the merger, with Progress Energy shareholders receiving a premium (as of the date preceding the merger announcement) over the fair 
market value of their shares on such date, Duke Energy is considered to be the acquirer of Progress Energy for accounting purposes. This means 
that Duke Energy will allocate the purchase price to the fair value of Progress Energy’s assets and liabilities at the acquisition date, with any excess 
purchase price being recorded as goodwill. 

Dissenters’ or Appraisal Rights of Progress Energy Shareholders 

rights as a result of the merger. 
Under the North Carolina Business Corporation Act, holders of Progress Energy common stock will not have any appraisal or dissenters’ 

Principal Corporate Offices 

also maintain substantial operations in Raleigh, North Carolina. 
Duke Energy will maintain its current headquarters in Charlotte, North Carolina, following the completion of the merger. Duke Energy will 

Effect on Awards Outstanding Under Progress Energy Stock Plans 

Treatment of ProgressEnergy Employee Stock Options. At the effective time of the merger, each option to purchase shares of Progress 
Energy common stock that was granted under the Progress Energy employee stock option plans and that is outstanding immediately prior to the 
effective time of the merger will be converted into an option to acquire a number of shares of Duke Energy common stock equal to the number of 
shares of Progress Energy common stock subject to the Progress Energy stock option immediately prior to the effective time of the merger 
multiplied by the exchange ratio, as adjusted to reflect the reverse stock split, rounded downto the nearest whole share of Duke Energy common 
stock, at a price per share of Duke Energy common stock equal to tlie price per share under such Progress Energy stock option divided by the 
exchange ratio, as adjusted to reflect the reverse stock split, rounded up to the nearest cent Except as described in the preceding sentence, the 
cowerted stock option will continue to have the same terms and conditions, including vesting, as were applicable to such stock option prior to the 
E ive time of the merger. 

Treatment of Progress Energy Restricted Stock. At the effective time of the merger, each award of restricted shares of Progress Energy 
common stock outstanding mediately prior to the effective time of the merger will be converted into an award of a iiumber of restricted shares of 
Duke Energy common stock equal to the number 
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of restricted shares of Progress Energy common stock multiplied by the exchange ratio, as adjusted to reflect the reverse stock split. The converted 
award otherwise will have the same terms and conditions as were applicable to such award of restricted shares of Progress Energy common stock 
prior to the effective time of the merger, includmg vesting. 

Treatment ofprogress Energy Restricted Stock Units andP1mntom Shares. At the effective time of the merger, each award of restricted stock 
units and phantom shares of Progress Energy common stock will be converted into an award of restricted stock units of Duke Energy common 
stock equal to the number of restricted stock units or phantom shares, as the case may be, of Progress Energy common stock multiplied by the 
exchange ratio, as adjusted to reflect the reverse stock split The converted award otherwise will have the same terms and conditions as were 
applicable to restricted stock units or phantom shares, as the case may be, of Progress Energy common stock prior to the effective time of the 
merger, including vesting. 

Treatmerit of Progress Energy Pegoimarice Shares. At the effective time of the merger, each award of performance shares of Progress 
Energy common stock will be assumed and converted into an award of performance shares of Duke Energy common stock equal to the number of 
performance shares of Progress Energy common stock multiplied by the exchange ratio, as adjusted to reflect the reverse stock split. The 
performance measurement period for performance shares of Duke Energy common stock issued upon conversion will remain open (such h t  no 
p- ients will be made under the terms of such performance shares solely as a result of or in connection with the merger) and the Duke Energy 
c ensation committee will adjust the performance measures of such performance shares as soon as practicable after the effective time of the 
merger as it determines is appropriate and equitable to reflect the performance of Progress Energy during the performance measurement period 
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prior to the effective time of the merger, the transactions undertaken pursuant to the merger agreement and the performance measures under awards 
made to similarly situated Duke Energy employees for the same or comparable performance cycle. Except as described in the preceding sentences, 
the converted performance shares will continue to have the same terms and conditions, includmg vesting, as were applicable to such performance 
shares prior to the effective time of the merger. 

I 

R, ; of Duke Energy Common Stock 

Shares of Duke Energy common stock received in the merger by any Progress Energy shareholder who becomes an “affiliate” of Duke 
Energy upon or after completion of the merger (such as Progress Energy directors or executive officers who become directors or executive officers 
of Duke Energy a%r the merger) may be subject to restrictions on transfer arising under the Securities Act following completion of the merger. 
This document does not cover resales of shares of Duke Energy common stock received by any person upon completion of the merger, and no 
person is authorized to make any use of this document in connection with any resale 
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REGULATORY MATTERS 

TO complete the merger, Duke Energy and Progress Energy must obtain approvals or consents from, or make filings with, a number of 
United States federal apd state public utility, antitrust and other regulatory authorities. We describe the material Ueted States federal and state 
.approvals, consents and filings Below. Duke Energy, and Progress Energy are not currently aware of any other material governmental cogsents, 
approvals or fibs that are required prior to the parties’ completion of the merger other than those we describe below. If additional approvals, 
consents and fibs are required to complete.’the merger, Duke Energy and Progress Energy contemplate seeking ormaking such consents, 
approvals and filings. 

Duke Energy and.Progress Energy will seek to complete the merger by the end of 2011. Although Duke Energy and Progress Energy believe 
that they will receive tlie requited consents and approvals described below to complete the merger, we capot  give any assurance as to the timing 
of these consents and approvals or as to Duke Energy’s, and Progress Energy’s ultimate ability to obtain such consents or approvals (or any 
additional consents or approvals which may otherwise become necessary) or that we will obtain such consents or approvals on terms and subject to 
cc ’:tiom satisfactory to Duke Energy and Progress Energy. 

BarbScott-Rodino Antitrust Improvements Act 

related rules and regulations, which provide that certain.acquisition transactions may not be completed until required information has been 
fUmished to the Antitrust Division of’the Department of Justice and tlie FTC and until certain waiting periods have been terminatedor have 
expired. Progress Energy and Duke Energy provided the required information on March 24,201 1 and March 28,201 1, respectively. The expiration 
or early terqination of the HSR Act wdting period wo4d not preclude the Antitnut Division or the FTC from,’challenging the merger on antiinst 
go@& and s e e m  to, prelim&ady or perrriahently enjoin the proposed merger. Neither Duke Energy nor Progress Energy believes that the 
merger will violate .federal antitrust laws, but we cannot guarantee that the Antitrust Division or gie FTC vriill not take a different position, ‘If we do 
not complete the merger within 12 months after the expiration or. eady termination of the iriitial HSR Act waiting period, Duke Energy and Progress 
Energy will need to s&mit new information to the Anfitrust Division and the FTC, and wait for the expiration or earlier termination of a new HSR 
Act waitkg period before we could complete the merger. 

The merger.is subject to gie requirements of the Hart-Scott-Rodino Antitrust Improvements Act, which we refer to as the HSR Act, and the 

Federal Power Act 

Duke Energy andProgress Energy each have public utility subsidiaries subject to the jurisdiction of the Federal Energy Regulatory 
Commission, which is referred to as the FERC, under the Federal Power Act, which 1s referred to as the FPA. Section 203 of the FPA provides that 
no holding company in a holding company system that includes a transmitting utility or an electric utility may purchase, acquire, merge or 
consolidate with a transmitting utility, an electric utility company or a holding company in a lioldmg company system that includes a transmitting 
utility or electric utility company without prior FERC authorization Further, Section 203 requires prior authorization from the FERC for cenkin 
transactions resulting in the direct or indirect change of control over a FERC jurisdictional public utility. Consequently, the FERC‘s approval of the 
merger under Section 203 of the FPA is required 

The FERC must authorize the merger if it finds that the merger is consistent with the public interest. The FERC I= stated that in analyzing a 
merger or transaction under Section 203 of the FPA, it will evaluate the impact of the merger on: 

competition in electric power markets; 

the applicants’ wholesale rates; and 

state and federal regulation of the applicants. 
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In addition, in accordance with,the Energy Policy Act of '2005, the FERC also must fmd thatthe merger will not result in the cross- 
subsidization by utilities of their non-utdity affiliates, or ths kiproper. encumbrance or pledge of utility assets. Itsuch cross-subsidization or 
.encumbrances were to occur as a result of the merger, the FER.C then must 'find that such cross-subsidization or encumbrances are' consistent with 
the public interest. 

The:FERC will review these factors to deterinine whether the merger is consistent'with the public interest. If the FERC fmds that the merger 
or transaction would adversely affe,ct competition in wholesale electric power markets, rates for transmission or the wholesale sale of electric 
energy, or regulation, or that .the merger or transaction would result in cross-subsidies or improper encumbrances that are not consistent with the 
public Ateresf itmay, pursuant.to.the FPA, iinpose'upon the proposed merger remedial conditions intended to mitigate such effects or it may 
decline to authorize the merger or tiansaction The FERC is required to rule on a completed merger application not later than 180 days horn the 
date onyhich the completed application is, filed. The m R C  may, however, for good cause, issue an order extendmg the time for consideration of 
the merger application by q additional 180 days. .If the FERC does not issue an order within the statutory deadline, then the transaction is deemed 
to be approved We expect that the mRC:will approve the merger within the initial 180-day review period However, there is no guarantee that the 
FERC will not extend the time period for its review or not impose conditions on its approval that are unacceptable to Duke Energy or Progress 
Energy. 

Duke Energy and Progress Energy and theif respective pubbc utility subsidiaries filed their application under Section 203 on April 4,201 1. 

Also on April 4,201 I,.Duke Energy and Progress Energy made two related filulgs with the FERC under Section 205 of the Federal Power 
Act. The first filing is ajoint dispatch agreemenf pursuant to whichDuke Energy Carolinas and Progress Energy Carolinas will agree to jointly 
dispatch their generation facilities in order to achieve ceriain of the operating efficiencies expected to result from the merger. The second filing is a 
joint open access transmission tadf, which we refer to as an OATT, pursuant to which Duke Energy Carolinas and Progress Energy Carolinas will 
w--- to provide transmission seivice over their transmission facilities ?der a single transmission rate. The FERC typically requires the provision 
c .xmission service under ajoint OATT as a condition for the approval of mergeis under-Section 203 of the Federal Power Act 

Atomic Energy Act 

plant kensee must seek:and obtain prior %C consent, for the indirect transfer of its NRC licenses resulting horn the transfer of control over the 
1icensee.h a merger. Progress Energy subsidiaries hold liceyes issued by the NRC with respect to the ownership and operatiopl interests in the 
Bimiswick Nuclear Plan<.Cr)rstalRiverUnit No. 3 Nuclear'Planf RobinsonNuclear Plant and Shebron Harris Nuclear Plant and the Robinson 
Independent Spent Fuel Storage Installation facility. As a result of themerger, Progress Energy, the parent company of the curred licensees will 
become a wholly-owned subsidiary of Duke Energy. The.resulthg indirect transfer of control of the licenses to Duke Energy requires prior NRC 
approval. An application to obtain.such approval was filed with the NRC on March 31, 201 1. 

Under the Atomic Energy Act of 1954, as amended, and the regulations of the Nuclear Regulatory Commission, or the NRC, an NRC power 

In reviewkig a licenie transfer application, the NRC assesses, among other things, the transferee's technical,qd f i c i a l  qualificationito 
own and operate the nuclear facilities, whether there is assinance that adequate decomhissioning funds will be available to safely decommission 

es at the end ,of their usefd lives and whether the transfer is otherwise consistent with the applicable provisions of laws, regulations and 
orders of the NRC. The NRC presumes fmancial qual&catims for state rate-regulated electric utilities that are autliofized to recover the costs and 
operating expenses of their nuclear facilities through state approved rates. The NRC also permits state rate-regulated entities to provide 
decommissioning hd ing  asstitame through the use of exterhal sinking funds. Because the licensees will continue to be rate-regulated utilities, the 
merger should not.cl.lange these presumptioris. I 
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Typically, NRC approvals of license transfers take approximately six to nine months to complete. The t b h g  of NRC approval may be 
e ded in the event intervenors raise issues as part of the license transfer proceedmg. Given that we expect no material changes with respect to 
fi ,ar management and the operation of the facilities in question, and given that Duke Energy, thro& the Progress Energy utility subsidiaries 
holding the licenses, expects to recover the funds necessary to safely operate each facility through their state approved rates and to continue to fund 
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‘its, future decommissionirg liabilities using its existing external sinking funds, Progress Energy and Duke Energy have no reason to believe that the 
NRC will not approve the license transfer. However, we cannot assure that the NRC will approve the merger or that it will act within a six- to 
nine-month timeframe. 

Fr”-raI Communications Commission 

Under Federal Communications Commission, referred to as the FCC, regulations implementing provisions of the Communications Act of 
1934, as amended, an entity holding private radio licenses for internal communications purposes generally must obtain the approval of the FCC 
before the direct or indirect transfer of control or assignment of those licenses. Certain subsidiaries of Progress Energy hold certain FCC licenses 
for private internal commmications and, thus, must obtain prior FCC approval to assign or transfer indirect control of those licenses. Once the 
FCC has consented to the transfer of control, the parties have 180 days to complete the merger. If the merger does notdose within 180 days of 
receiving FCC consent, the parties can request an extension of time to consummate the transaction The FCC customarily grants extension requests 
of this nature. 

State Regulatory Approvals 

Carolma, Ohio, Indiana and Kentucky. Progress Energy, through its public utility subsidiaries, is currently subject to regulation by tlie utility 
commissions of Nodi Carolina, South Carolina and Florida. State utility commission approval of the merger is required by the North Carolina 
Utilities Commission and the Kentucky Public Service Commission. In addition, the South Carolina Public Service Commission must approve the 
joint dispatch agreement Duke Energy and Progress Energy will also provide information regardug the merger to their other state regulators as 
applicable and as required In addition, with the merger, certain affiliate agreements concerning such matters as cost and tax allocations, among 
other matters will have to be revised and submitted to one or more state regulatory commissions. The following subheadings contain a brief 
description of the required state regulatory commission approvals for the completion of the merger. 

Duke Energy, through its public utility subsidiaries, is currently subject to regulation by the utility commissions of North Carolina, South 

No& Carolina Utilities Coniniiision 

On April 4,201 1, Duke Energy and Progress Energy filed an application with the North Carolina Utilities Commission, which is referred to 
as the North Carolina Commission, under Section 62- 11 1 (a) of the North Carolina General Statutes for approval of the merger. Under Section 62- 
11 l(a), the Nodi  Carolina Comission must determine that the merger is “justified by the public convenience and necessibj.” The North Carolina 
Commission has explained, in connection with its review of other mergers, that for the public convenience and necessity standard to be met, 
expected benefits must be at least as great as known and expected costs. Factors considered by the North Carolina Commission include, but are not 
lWfed to, maintenance of or improvement in service quality and the extent to which costs can be lowered and rates can be maintained or reduced 
f &at they would be in the absence of the merger. In addition, the North Carolina Commission considers whether its jurisdiction over the 
utilities affected by the merger could be impacted and may impose regulatory conditions to address such risk. The North Carolina Commission has 
ruled that a market power analysis and a cost-benefit analysis must accompany all merger applications. 
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We expect to receive the necessary approvals from the North Carolina Commission during the fourth quarter of 201 1. However, we cannot 
assure that the North Carolina Commission will act by that time, or that the North Carolina Commission will not reject the proposed application or 
impose unacceptable terms as a condition to its approval. 

Kentucky Pubiic Service Cotmnission 

On April 4,201 1, Duke Energy Kentucky, Inc., or Duke Energy Kentucky, Cinergy Corporation, Duke Energy Ohio, Inc., Diamond 
Acquisition Corporation (each of which is a direct or indirect wholly-owned subsidiaries of Duke Energy) and Progress Energy filed an application 
with the Kentucky Public Service Commission, which is referred to as the Kentucky Commission. State law authorizes the Kentucky Commission 
to approve the acquisition or transfer of ownership or control, either directly or indirectly, of any utility under its jurisdiction. Under the applicable 
statute, the teqn “transfer of control” can mean either the direct or indirect ability or power to affect the direction of the management and policies 
of a utility in several ways, includmg through the ownership of voting securities. “Control” is presumed to exist if any individual or entity, directly 
or indirectly, owns/acquires ten percent (1 0%) or more of the voting securities of the utility The standard the Kentucky Commission uses in 
determining whether to approve a proposed merger is whether (1) the acqyirer has the financial, technical and managerial abilities to provide 
reasonable service and (2) the merger is made in accordance with the law, for a proper purpose, and is consistent with the public interest 

We expect to receive the necessary approvals from the Kentucky Corniiission during the fourth quarter of 201 1. However, we have no 
?tee that the Kentucky Commission will not reject the proposed application or impose unacceptable terms as a condition to its approval gi 

Soiith Carolina Public Senice ~omnission 
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On or before April 25, 201 1 Duke Energy and Progress Energy will cause to be filed with the South C a r o b  Public Service Commission, 
which is referred to as the South Carolina Commission, merger-related applications, inc1ud.u-g a request for approval of the joint dispatch 
agreement The South Carolina Commission generally seeks to ensure that South C a r o b  retail electric customers are held harmless from any 
adverse effects of agreements such as the joint dispatch agreement. Factors likely to be considered by the South Carolina Commission in evaluating 
tbc Yeement include impacts onretail rates, retail cost of service, and jurjsdictional revenues and expenses. 

~ 

We expect to receive the necessary approvals &om the South Carolina Commission during the fourth quarter of 201 1. However, we have no 
guarantee that the South Carolina Commission will act by that time, or that the South C a r o b  Commission will not reject the proposed application 
or impose unacceptable terms as a condition to its approval. 
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THE MERGER AGREEMENT 

Tlie following is a sunimary of the material terms and provisions ofthe merger agreement. This summary does iwtpurport to describe all the 
tenns and provisions of the merger agreement and is qualiJed iii.its eiztirety.by reference to the complete text of the merger agreement, which we 
have included as ,412nex A to thisdocument and wli’iclz we incorporate by reference lierein. Me urge all sliareliolders @Duke Energy and Progress 
Energy to read tlie nrerger agreenient carefir& aid in itr; entirety, as well as this docunieiit, before making any decisions regarding tlie merger, as 
it is tliz legal document governing tliir transaction and its express terms and conditiom govern the rights and obligations of the parties. 

In reviewing the merger agreement, please remember that it is included to provide you with information regarding its terms and conditions. 
The merger agreement contains representations and warranties by each of the parties to the merger agreement, made as of specific dates. These 
representations and’warrinties w.ere made solely for the benefit of the other,parties to the merger agreement and 

were not intended to be treated statements of fact, but rather as a way of allocating risk to one of the parties if&ose statements prove 
to be inaccurate; 

have been qualified in the merger agreement by reference to certain disclosures contahed in separate disclosure letters delivered by the 
parties to,each other and in certain SEC filings made by the parties; and 

applied standards of materiality in mays thatare different from what may be viewed as material by you or other investors. 

Accordingly, the representations and warranties and other provisions of the merger agreement should not be read alone as characterizations of 
the actual state of facts about Duke Energy or Progress Energy, but instead should be read together with the information provided elsewhere in this 
document and in the other documents ”corporated by reference hereh for infor+ation regarding Duke Energy akd Progress Energy +nd their 
respective businesses. See “Where You Can Find More Information” on page [-I. Nevertheless, Duke Energy and Progress Energy acknowledge 
that we are responsible for. considering whether additional specific disclosures of material information regarding material contractual provisions are 
required to make the statements in this document not misleadmg. 

The Merger and the Reverse Stock Split 

Tlt e Merger 

The merger agreement provides that, upon the terms and subject to the conditions of the merger agreement, in accordance with the North 
Carolina Business Corporation Act, which we refer to in this document as the NCBCA, at the effective time of the merger, Diamond Acquisition 
Corporation will merge with and into Progress Energy. Progress Energy will be the surviving corporation in the merger and will become a wholly- 
owned subsidiary of Duke Energy. Each share of Progress Energy c o m o n  stock issued and outstanding immediately prior to the completion of the 
merger, except for any shares of Progress Energy common stock owned by Progress Energy (other than in a fiduciary capacity) or Duke Energy 
immediately prior to the effective time, will be converted into the right to receive 2.61 25 shares of Duke Energy c o m o n  stock with such ratio to 
be adjusted proportionately to reflect the 1 -for-3 reverse stock split with respect to the issued and outstandmg Duke Energy common stock that 
Duke Energy plans to implement prior to the completion of the merger. The resulting adjusted exchange ratio will be 0.87083 of a share of Duke 
Energy c o m o n  stock for each share ofprogress Energy common stock. 

Duke Energy will not issue any fractional shares of Duke Energy common stock in the merger (other than with respect to shares of Progress 
Energy common stock held in the Progress Energy dividend reinvestment plan). Instead, beneficial holders of Progress Energy common stock who 
otherwise would have received a &action of a share of Duke Energy common stock will receive an amount in cash equal to such hctional amount 
multiplied by the sale price of Duke Energy common stock on the NYSE on a date selected by the exchange agent promptly following the merger, 
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Reverse Stock Splii 

Dike Energy plans to kle.with the Secretary of State of the State, of Delaware, subject to receipt of the necessary shareholder approvals, on or 
p 'T) the closing date and prior the effective time of the merger, a certificate of ainendment to.the'amended and restated certificate of 
inc.zporation of Duke Energy, which amendment will provide for a 1 -for9 reverse s.tock split with respect to the issued and outstanding Duke 
Energy common stock. We will not complete.this amendment if the merger agreement is terminated.or the,merger is otherwise abandoned We 
refer to this amendment as the reverse stock split 'throughout this document. Upon the completion of the reverse stock splii the exchange ratio will 
be adjusted in proportion to the ratio of the number of shares of Duke Energy common stock outstandmg'immediately following the reverse stock 
split to tiie.nuinber of.shares ofD+e Energy common stock out$mding iinmediately pnor.to thereverse stock split.'The,pgties do not believe that 
the completion of the reverse stock split should materially"affect the value ofthe consideration to be received by the shareholders ofprogress 
Energy inthe transaction We provide additional information with respect to the reverse stock. split under the headmg "Proposals Submitted to 
Duke Energy's Shareholders-The ,Reverse Stock Split Proposal" beginning on page E-]. 

Timing of Closing and Effective Time 

second business day after satisfaction or waiver of the conditions to closing set forth in the merger agreement (other than those conditions that by 
their terms are to be satisfied at the closing, but subject to the satisfaction or waiver (to the extent permitted by applicable law) or such conditions 
at the time of closing), unless another time or date is agreed to by the parties. The closing will be held at a location agreed to by the parties. The 
merger will be effective at the time the articles of merger are filed with the Secretary of State of the State ofNorth Carolina (or at such later time as 
is specified in the articles of merger). 

The closing of the merger will take place at 10: 00 am, local time, on a date to be specified by the parties, which will be no later than the 

Merger Consideration 

Camceiintion of Ceriain Progress Energy Common Stock in die Merger 

At the effective time of the merger, each share of Progress Energy common stock that is owned by Progress Energy (other than in a fiduciary 
capacity), Duke Energy, or Diamond Acquisition Corporation will automatically be canceled andretired and no consideration will be delivered in 
exchange for any such Progress Energy shares. 

Conversion of Progress Enezgy Co~imorr Stock in UzeMerger 

At the-effective time of the merger,.each issued and outstanding share of Progress Energy common stock (other thap those shares to be 
canceled as described above) will be converted into the right .to receive 2.61 25 shares of Duke Energy common stock, with such ratio to be 
adjusted to reflect the 1 :for-3 reverse stock split with respect to the issued and outstanding. Duke' Energy common stock that.Duke Energy plans to 
implement prior to, and'conditioned on, the.completion of the merger. The resulting adjusted exchange ratio will be 0.87083 of a share of.Duke 
EnergJI cominon stock.for each share of Progress Energy COI%UIIO~ stock. Based on the number ofshares of common'stock of Duke Energy and 
Progress Ener$ outstanding on' [ -. ],.2011, the record date for the two compani'es' special meetings, existing Duke Energy shareholders 
would own approxirqately [-I% of the coqiii~ojx.stock of Duke:En,erg9 and former.Progress Energy shareholders would o y  approximately [.-I% 
of the common stock of Duke Energy upon the completionof the merger. 

Conversion of Diamond Acquisition Corporation Conunon Stock in the Merger 

At the effective time of the merger, each share of common stock, par value $0.01 per share, of Diamond Acquisition Corporation issued and 
outstandmg immediately prior to the effective time of the merger will be converted into one share of common stock of Progress Energy, as the 
surviving corporation in the merger. 
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Exchange Procedures and Related Matters 

Exelrange Procedures 

Duke Energy and Progress Energy will choose an exchange agent who will be engaged by Duke Energy. As soon as reasonably practicable 
following (and no later tlian five business days following) the completion of the merger, the exchange agent will mail to each holder of record of a 
certificate or certificates that immediately prior to the completion of the merger represented outstanding shares of Progress Energy common stock 
v ~ L: shares were converted as part of the merger into the right to receive shares of Duke Energy common stock: (i) a letter of transmittal, and 
(. structions for use in surrendering certificates that formerly represented shares of Progress Energy common stock for certificates representing 
whole s h e s  of Duke Energy common stock (or appropriate alternative arrangements will be made ifunceaificated shares of Duke Energy 
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common stock will be issued), cash in lieu of any fractional shares (as described in the paragraph below captioned ‘Wo Fractional Shares”) and any 
dividends or other distribdons payable (as described in the paragraph below captioned “Dividends and Distributions”). 

Upon surrender of a ceMicate formerly representing a share of Progress Energy common stock to the exchange agent for cancellation, 

nge agent, the holder will be entitled to receive. &.exchange for each share of Progress Energy common stock 0.870g3 of a share of Duke. 
together with the letter of kansmittal, duly completed and validly executed, and any other documents as may reasonably be recpired by the 
e 
EnV+gy common stock together with cash.& lieu of any eactional shres and o.ther dividends or distributions, if any, as descebed in the paragraph 
below captioiied””Dividends and Distributioris.” Untilproperly surrendered to the exchange agent, each certificate that represented shares. of 
Progress Energy common stock prior to the completion ofthe merger will, following the completion of the merger, be,deemed to represent only the 
right to receive the merger consideration No interest will be paid or will-accrueon’any consideration or any cash payable to holders of certificates. 
The shares of Duke Energy common.stock to be issued in the merger will. be in uncertificated book-entry form unless a physical certificate is 
requested 

Dividends. and Dish-ibutions 

No dividends or other distributions with respect to Duke Energy common stock with a record date afterthe completion of the merger will be 
paid to any holder of an unsurrendered certificate that represented a share of Progress Energy common stock prior to the merger. Upon surrender of 
such certificate, the former Progress Energy shareholder will receive, in addition to shares.of Duke Energy common stock and any cash in lieu of a 
fractional +?e to which it is entiged: (i) the q o ~ t  of any dividen&.or other distribution with a record date after the completion ofthe merger 
that have already been paid and:(ii) at the appropriate payment date, the ainount of any dividends or other distributions with a record date after the 
completion .of the merger but before the date the certificate was surrendered and with a payment date after the certificate was surrendered. 

No Fractional Shares 

Duke Energy will not issue any fractional shares of its common stock upon the surrender of any certificates, except with respect to shares of 
Progress Energy common stock held in Progress Energy’s dividend reinvestment plan, which will be rolled over into Duke Energy’s dividend 
reinvestment plan Holders of Progress Energy common stock will otherwise receive cash in lieu of any fractional shares. As promptly as 
practicable following completion of the merger, the exchange agent will determine the excess of the number of whole shares of Duke Energy 
common stock delivered to the exchange agent by Duke Energy over the aggregate number of whole shares of Duke Energy common stock to be 
distributed to former holders of Progress Energy pursuant to the merger agreement (net of fractional shares to be issued in respect of shares held in 
the Progress Energy dividend reinvestment plan). The exchange agent will use its reasonable efforts to complete the sale of the excess shares as 
promptly following the completion of the merger as is practicable consistent with obtaining the best execution of such sales in light of prevahg 
IT ‘-5t conditions. As soon as practicable following the receipt of proceeds from such sale and the calculation of the amounts due to former 
I. a s  Energy shareholders, the exchange agent will 
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pay to each former Progress Energy shareholder a portion of the sale proceeds based upon the ratio of such shareholder’s fractional share interest to 
the aggregate amount of fractional share interests to which all former Progress Energy shareholders are entitled. 

Board of Directors of Duke Energy and Its Committees After the Merger 

The merger agreement provides that Duke Energy will increase the size of its board of directors to 18 directors upon completion of the 
merger. The board of directors of Duke Energy will consist of 11 directors designated by Duke Energy aid seven directors designated by Progress 
Energy. Duke Energy expects that each of its 1 1 current directors will continue serving on the board of directors of Duke Energy upon the 
completion of the merger, subject in each case to such director’s ability and willingness to serve. Progress Energy expects that the following 
current members of its board of directors will serve on the board of directors of Duke Energy, subject to such individuals’ ability and willingness to 
serve: Mr. Johnson, John D. Baker II, Harris E. DeLoach, Jr, James B. Hyler, Jr., E. Marie McKee, Carlos A. Saladrigas and Theresa M. Stone. 

Standing committees of the board of directors ofDuke Energy will consistpf Duke Energy’s existing standing committees with the addition 
of aRegulatory Policy and Operations Committee. At least one individual designated by Progress Energy will serve on each committee upon 
completion of the merger. Duke Energy and Progress Energy agreed that in determining committee assignments, Duke Energy will take into 
account, among other thmgs, the skills and expertise of the direchrs, the needs of the committees, and the goal that committee workloads be 
distributed reasonably among the full Duke Energy board of directors. The merger agreement provides that Progress Energy will designate the 
chairs of the compensation Committee and the Audit Committee and Duke Energy will designate the chairs of each other committee of the Duke 
Energy board, in each case following reasonable consultation with the other party and subject to such individuals’ ability and willingness to serve. 
r Energy will designate an individual to serve as the lead independent director of Duke Energy, following reasonable consultation with 
Pl.,,ess Energy and subject to suchindividual’s ability and willingness to serve. Duke Energy has also agreed, prior to the completion of the 
merger, to amend its Principles for Corporate Governance to provide that the normal retirement date for hectors will be the annual slmeholders 
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meeting held in the calendar year following &e calendar year in which such director reaches the age of 71. 

We inc1,ude additional information with respect to the board of directors and the management of Duke Energy following the completion of the 
merger under “The Merger-Continuing Board and Management Positions,” beginning on page [-I. 

C ifions to the Completion of the Merger 

The obligation of each of Duke Energy and Progress Energy to complete the merger is subject to the satisfaction or waiver of the following 
conditions: 

the receipt of required shareholder approvals, namely: 

that the merger agreement is approved by the holders of a majority of the shares of Progress Energy common stock outstanding 
on the record date of the special meeting, 

that the reverse share split is approved by a majority of the shares of Duke Energy common stock outstandmg on the record date 
of the special meeting, and 

that the issuance of shares of Duke Energy common stock in the merger is approved by a majority of the shares of Duke Energy 
common stock voting on that proposal, provided that the total votes cast on that proposal (including abstentions) represent a 
majority of the shares of Duke Energy common stock outstanding on the record date of the special meeting. 

the absence of any (i) order or injunction by a federal or state court of competent jurisdiction preventmg completion of the merger or 
(ii) applicable federal or state law prohibiting completion of the merger; 
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the receipt of the “reqhed statutory approvals” (as described below under the caption “Required Statutory Approvals”), which 
approvals shall have become final orders, ai~d neither such f m l  orders or +ny other order,. action or condition of a reg,ulatory body shall 
impose t e ~ s  or conditions that, individually or in the aggregate, could reasonably be expected to reqikce either party to: 

to sell, or agree,to sell, hold or agree to hold separate, or otherwise dispose or agree to dispose of any asset, in each case if such 
sale, separation,or disposition or agreement with respect thereto would, individually or in the aggregate,. reasonably be expected 
to have a material adverse effect onthe expected benefits of the transactions contemplated by the merger agreement to such 
party; 
to conduct or agree to conduct ik business in any particular manner if such conduct or veement with respect thereto would, 
individually or in the aggregate, reasonably be .expected to have a material adverse effect on the.expected benefits of the 
transactioisdontemplated by gie merger agreement to such party; or 

.to agree to any order, action or regulatory condition of any regulatory body, whether in an approval proceeding or another 
regulatory proceedmg, &at, if effected, would cause a material reduction &I the expected benefits for such party’s shareholders 
(we refer to the effects ,in this and the immediatelyprecedmg two sub-bullets as a “burdensome effect’’); 

* 

the effectiveness, of tlie registration state,ment on Form S-4 of which this document is a pa& and the absence of any stop order or 
proceedmgs se&kmg a stop order or initiation or overt threat of such proceedings by the SEC; 

the approval for listing on the NYSE, subject to official notice of issuance, of the shares of Duke Energy common stock that will be 
issued pursuant to the merger agreement; 

the effectiveness of the amendment to the amended and restated certificate of incorporation of Duke Energy providmg for the reverse 
stock split; 

the .truth and accuracy of the representations and warranties of the other party when made and as of the completion of the merger 
(except to the extent expressly made as of earlier date, in which case as of such date), except where the failure to be true and 
accurate (without giving effect to any limitation as to “materiality” or “material adverse effect” set forth therein) does not have, and 
could not reasonably be expected to have, individually or in’the aggregate, a material adverse effect on such other party; 

the performance in all material respects by the other party of its obligations under the merger agreement; 

the receipt by ,each party of written op@ons &om such party’s legal counsel, dated as of the closing date, to the effect that the merger 
will qualify as a “reorganization” under Section 368(a) of the Code; and 

except as disclosed in such other party’s reports filed with the SEC on or after January 1,201 0 and prior to January 8,201 1 or in such 
party’s disclosure letter to the merger agreement, the absence since December 31,2009 of any undisclosed change, event, occurrence or 
development tlmc individually or in the aggregate, has had or could reasonably’be expected to have a material adverse effect on the 
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other party. 

Required Statutory Approvals 

As used in this s m a r y  of the merger agreeme* “required statutory approvals” means: 
/ * compliance with and filings under the HSR Act, 

the fihg with, and to the extent required the declaration of effectiveness by, the SEC of Duke Energy’s registration statement on Form 
S-4, of which this document is a pa& and such other reports as may be rewired under the Exchange Act, 

-~ 

126 

Table of ‘Contents 

* the filing of documents with various state securities authorities that may be required in connection with the merger and related 
transactions, 

filings and approvals of the NYSE with respect to die proposed amendment to Duke Energy’s amended and restated certificate of 
incorporation and to permit the shares of Duke Energy common stock to be issued in the merger to be listed on the NYSE, 

registration, consents, approvals and notices required under the Public Utility Holding Company Act of 2005, as amended, 

notice to, and tlie consent and approval of, the FERC under Section 203 of the FPA, or an order under the FPA disclaiming jurisdiction 
over the merger and the transactions contemplated thereby, 

the fihg of an application to, and consent and approval of, and issuance of any required licenses and license amendments by, the NRC 
under the Atomic Energy Act of 1954, as amended, 

the fw of the articles of merger and other appropriate merger documents required by the NCBCA with the Secretary of State of the 
State of North Carolina and appropriate documents with the relevant authorities of other states in which the parties are qualified to do 
business, 

the flhg of the certificate of amendment with respect to the proposed amendment to Duke Energy’s amended and restated certificate of 
incorporation with the Secretary of State of the Statcof Delaware, and 

to the extent required, notice to and the approval of: 

* 

* 

* 

the North Carolina Utilities Commission, 

the Public Service Commission of South Carolina, 

the Florida Public Service Commission, 

the Public Utilities Commission of Ohio, 

the Indiana Utility Regulatory Commission, and 

the Kentucky Public Service Commission 

Termination of tlie Merger Agreement 

The merger agreement may be terminated at any time prior to the completion of the merger under the following circumstances: 

by mutual written consent of Duke Energy and Progress Energy; 

by either Duke Energy or Progress Energy: 

if the merger has not been completed by January 8,201 2, which we refer to as the initial termination date, provided that the right 
to terminate the merger agreement onthis basis will not be available to any party whose failure to perform any of its obligations 
under the merger agreement resulted in the failure of the merger to be completed by the initial termination date. If, on the initial 
termination date, the only outstanding requirements for completion of the merger are the required statutory approvals described 
above or the absence of any injunction preventing the transaction or law prohibiting the transaction, then either party may (on 
one or more occasions) extend the initial termination dataup to July 8,2012. If the initial termination date, as it may be extended 
as described in the foregoing sentence, occurs during any waiting period prescribed by law before the merger may be completed, 
then the initial termination date will be extended until the third business day after the expiration of the applicable waiting p e r i d  
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if either the Dike Energy shareholders or the Progress Energy shareholders do not give the approval required by the merger 
agreement for completion of the merger at a meet+g of such shareholders duly convened to obtain such appfoval; 

if any fmal and nonappealable order or lnl&ction by any federal or ,state court of competent jt&diction preventing completion 
of the merger, or applicable federal or state law,prohibiting completion of the.merger, is in effect, provided that the party 
seeking termination lms used its reasonable best efforts to prevent the entry of and’to remove the gohibition; 

‘if certain conditions;,to the terminating party’s obligation to close tlie merger become incapable of.satisfaction prior to the 
otherwise applicable termination date (whether initial or extended) provided that the failme.of such closing condition to be 
capable ofsatisfaction is‘not a result of a material bieach of the merger agreement by the terminating party; 

if the other party breaches the merger agreement or fails to perform its obligations in any’material respect,.which breachor 
failwe to perform (a) would give rise to the,failure of a condition to the termhating party’s obligation to complete the merger 
and (b) is incapable of’being cured or is not ‘cured within 60 days following receipt of written notice .from the non-breaclkg 
party of the breach or failure to perform); 

prior to obtaining the, reqQisite shareholder approvals for completion of the merger, in response to,a superior proposal involving 
the terminating party, provided that &e terminating party lms complied with its obligations describedunder “--Changes in 
Board Recommenaation”.andpays the non-terminating party the termination fee. described under “-Termination Fees; 
Reimbursement of Expenses”; or 

if the board of directors of the other,party (i) withdraws or modifies, or proposes publicly to withdraw or modrfy, its approval or 
recommendation of the merger proposal; in.the case of Progress Energy, or the share issuai~ce proposal and reverse stock.split 
proposal, in the case of Duke Energy, (h) fails to rekffm its approval or’reconimendation within 15 busbess days of receipt of 
awritten request for reaffmation by the other party when such party is receipt of a third-party takeover proposal that has not 
been rejected, provided that the 1 5-business day period will be extended for an additional ten b&iness days following any 
material modification to the third-party takeover proposal occurring after the receipt of the written request to reaffm, and that 
the 15-business day period will recommence each time a third-party takeover proposal is made following tlie receipt of a written 
request from,the other party from a person that had not previously made a third-party takeover proposal pnor to the receipt of 
the.written,request from the other party, or (hi) approves or recommends, or proposes to approve or recomniend, a third-party 
takeover proposal. 

* 

0 

1 iination Fees; Reimbursement of Expenses 

Under the circumstances described below, Duke Energy or Progress Energy, as applicable, would be required to (i) reimburse the other party 
for the other party’s reasonable out-of-pocket fees and expenses in an amount not to exceed $30 million andor (ii) pay a termination fee of $675 
million in the case of a termination fee payable by Duke Energy to Progress Energy and a termination fee of $400 million in the case of a 
termination fee payable by Progress Energy to Duke Energy, provided that any termination fee payable will be reduced by the amount of any fees 
and expenses previously reimbursed 

A termination fee (net of any expense reimbursement as described below) is payable by a party if: 

after that party has received the required Shareholder approval(s), (I) &third-party takeover proposal of that party is made known to 
such party or the intention (whether or not conditional) to make such a takeover proposal is publicly announced, (ii) the merger 
agreement is thereafter termmated by that party because the closing has not occurred by the termination date (subject to any applicable 
extension 
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as described above) and (iii) within six months of such termination the terminating party or any of its subsidiaries enters into any letter 
of intent, agreement in principle, acquisition agreement or other similar agreement with respect to, or completes, a third-party takeover 
proposal with the third-party (or an affiliate of such third-party) that made the third-party takeover proposal referenced above; 

prior to or during that party’s shareholder meeting with respect to the merger, (i) a tlird-party takeover proposal of that party is publicly 
disclosed or the intention (whether or not conditional) to make a third-party takeover proposal is publicly announced, (ii) the merger 
agreement is terminated by either party due to the failme of the party who received the third-party takeover proposal to receive the 
required approval of its Shareholders and (iii) within 12 months of such termination the terminating party or any of its subsidiaries 
enters into any letter of intent, agreement in principle, acquisition agreement or other similar agreement with respect to, or completes, 
any third-party takeover proposal with the third-party (or a n  affiliate of the third-party) that made the third-party takeover proposal 
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referenced above; 

For the purposes of the description of events leading to a termination fee becoming payable pursuant to the provisions described in the 
two immediately precedmg bullets above, “third-party takeover proposal” is used deshbed under the lieadury: “--Changes in Board 
Recommendation,” except that references to “ZO%” ,are replaced with “50%.” 

prior to that party’s receipt of its shareholders approval, (i) that party receives a written third-party takeover proposal that did notresult 
Erom a breach (other than an immaterial breach) of its non-solicitation obligations under the merger agreeme& (ii) that party’s board of 
dkectors determines in good faith, after consulting with outside counsel, that failure to terminate the merger agreement in response to 
the third-party takeover proposal would be reasonably likely to,result in a breach of its fiduciary obligations &der applicable law, 
(iii) that party’s .board of directors determines, in good faith, after consulting with a fmcial’advisor of nationally recognized 
reputation, that such third-party takeover proposal ;cbnstitutes a superior propbsal,, and (iv) the terminating party has notified tlie other 
party ib writing ‘of its deterniination that such third-partjr takeover proposal ConstifUtes a superior proposal imd, at least five ,days 
following.receipt by’the other party of such notice, the terminating party determines that the thirdrparty .hkeover proposal continues to 
constitute a superior proposal (if the third-party takeover proposal.is modified, the notice requirement applies again to such 
modification except the five business day period is reduced to. three business days), 

the other party terminates the merger agreement because the non-terminating party’s board of directors withdraws or modifies, or 
proposes publiciy to withdraw or modify, its approval or recommendation of the merger agreement, in the case of Progress Energy; or 
the share issuance wid reverse stock split; in the case of Duke Energy, unless %e approvdor recommendation is withdrawn or modified 
primarily due to adverse conditions, events or actions of or relating to the terminating party, 

the other party terminates the merger agreement hcab.e  the non-terminating party‘s board of directors awroved or recommended, or 
proposed to approve or recommend, a third-party takeover proposal. 

A party is obligated to reimburse the merger-related fees and expenses of the other party promptly upon demand, subject to a maximum 
reimbursement of $30 million, if: 

the other party terminates the merger agreement because the lion-terminating party’s shareholders do not approve the merger agreement, 
in the case of Progress Energy, or the reverse stock split and share issuance, in the case of Duke Energy, and prior to the applicable 
shareholders meeting a third-party takeover.proposa1 or intention to make a third-party takeover proposal was publicly disclosed and 
not withdrawn, 

the other party terminates the merger agreement because the non-terminating party breac1ies.the merger agreement or fa i ls  to perfom 
its obligations in any material respect, which breach or failure to perform (a) would give rise to the failure of a condition to the 
terminating party’s obligation to complete the merger and (b) is incapable of being cured or is not cured by the non-terminating party 
within 60 days following receipt of written notice from the terminating party of such breach or failure to perform). 

129 

Table of Contents 

No Solicitation 

Eachparty agreed in the merger agreement that it will not, and will not permit any of its subsidiaries, directors, officers or employees to, and 
will use its reasonable best efforts to cause any investment banker, financial advisor, attorney, accountant or other representative retained by it not 
to, directly or indirectly, solicit, initiate or knowingly encourage, or take any other action designed to facilitate, any inquiries or the making of any 
third-party takeover proposal or participate in any negotiations or substantive discussions regarhg any third-party takeover proposal, provided, 
that: 

if, prior to the receipt of shareholder approval of the merger agreement, in the case of Progress Energy, and the reverse share split and 
share issuance, m the case of Duke Energy, the board of directors of a party determines in good faith, after consultation with its legal 
and financial advisors, that a third-party takeover proposal that did not result from a breach (other than in immaterial respects) of its 
non-solicitation obligations under the merger agreement is, or is reasonably likely to result in, a superior proposal, and subject to 
providmg written notice of its decision to take such action to the other party and having complied with its other notice obligations to the 
other party (includmg notice of receipt of any third-party takeover proposal or request for information relating thereto, which notice 
must include the principal terms and conditions of such proposal or request and the identity of the personmaking such proposal or 
request), that party may 

fm-nish information with respect to and provide access to the propedes, books and records of that party to the person making 
such proposal pursuant to a customary confidentiality agreement containing terms no less favorable to that party with respect to 
confidentiality than those in tlie confidentiality agreement between Duke Energy and Progress Energy dated July 29,201 0, and 

participate in discussions or negotiations regarding such proposal. 
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- if a party has otherwise complied with its non-solicitation obligations, it and its directors, officers, employees, representatives and 
agents may contact in writing @ person who has made a third-party takeover proposal solely to request clarification of the terms and 
conditions thereof to the extent necessary to determine whether the third-party takeover proposal is, or is reasonably likely to result in, a 
superior proposal. 

C ges in Board Recommendation 

either such board may 
Duke Energy and Progress Energy have agreed that neither the board of directors of Duke Energy or Progress Energy nor any committee of 

withdraw or modify, or propose publicly to witlidraw or modify, in a manner adverse to the other party, the approval or 
recommendcition to such party's shareholders of the merger agreement, in tlie case of Progress Energy, or the reverse stock split and 
share issuance, in the case of Duke Energy, 

approve or recommend, or propose publicly to approve or recommend, any third-party takeover proposal, or 

cause such party to enter into any letter of intent, agreement in principle, acquisition agreement or similar agreement related to any 
third-party takeover proposal. 

Notwithstanding these prohibitions, in response to a third-party takeover proposal that did not result from a breach (otlier than in immaterial 
respects) of that party's non-solicitation obligations, at any time prior to receipt of that party's shareholder approval, the board of directors of that 
party may, if it determines III good faith, after consulting with outside counsel, tlmt the failure to take such action would be reasonably likely to 
result in a breach of tlie board of directors' fiduciary obligations under applicable law. 

(i) withdraw or modify, or propose publicly to withdraw or modify? the approval or recommendation by the board of directors or any 
committee thereof of the merger agreement, in the case of Progress Energy, or the reverse stock split or share issuance, in the case of 
Duke Energy, 
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(ii) 
(iii) terrriinate the merger agreement: 

However, in the case of items- (ii) and (Si) above, tlie board of directors mukt first have determined,in good faith that the f&rd-party.takeover 

approve or recommend, or propose to approve or recommend, any superior proposal; or 

proposal constitutes a supenor proposal and in the case of the foregokg ($;the party must have notified the other party in iyriting of its 
determination that the third-party takeover proposal constitutes a superior proposal and, at least 5 business days following receipt by the other party 
of die notice, the board of directors of that party must.determine that the superior proposal remains a superior proposal, If the tlkd-party takeover 
proposal is subsequently modified by the third-party malung such proposal the termhating party must again n o t 9  the other party tliat .the board of 
directors of the acting party'has determined tliat.the revised &rd;party takeover proposal is a superior proposal and at least two business days 
following receipt by the other party of such notice, the board of directoh of the acting party must de tedne  that.such revised third-party takeover 
proposal remains a superior proposal. 

In circumstances other than.in connection with a third-party takeover proposal, the board.of directors of each of Duke Energy andProgress 
Energy may, at any time prior to receipt of the relevant shareholder approval applicable to that party, if it determines in good faith, after consulting 
with outside counsel, that the failure to take such action would be reasonably likely to result in a breach of the board of directors' fiduciary 
obligations ujnder applicable law, withdraw or m o w ,  or propose publicly to withdraw or modify its approval, or recommendation of the merger 
agreement, in the case of Progress Energy, or the revese stTk split' or share issuance, in the case of Duke Energy, but only after: 

such party notifies the other party in iqriting that its board of directors is prepared to make the foregoing determination and setting forth 
the reasons therefor in reasonable detail, 

for a period of five business days following the other party's receipt of the notice set forth in the immediately preceding bullet (or, if the 
period from the time-of receipt by tlie .other party of such notice. to the applicable shareholder meeting shall be less than five business 
days, for such lesser period), such party negotiates with the other party in good faith to make such adjustments to the terms and 
conditions of the merger agreement and the transactions contemplated thereby as would enable its board of directors to proceed with its 
recommendation, d d  

at the end of such five-business day period (or suchlesser period- as the case may be, in accordance with the immediately precedmg 
bullet) the board of directors of such party maintains its determimition described above (after takrng into accoimt the other party's 
proposed adjustments, if any, to the terms and conditions of the merger agreement and the transactioils contemplated thereby). 

In addition to the foregoing obligations, Duke Energy and Progress Energy have each agreed to advise the other party, orally and in writkg 
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and as promptly as practicable, of any third-party takeover proposal or of any request for information relating to any third-party takeover proposal 
(and in any case within 48 hours of such request or the receipt of such third-party takeover proposal), the principal terms and conditions of such 
request or third-party takeover proposal and-the identity of the person making such request or third-party takeover proposal. Eachparty will keep . 
the other party informed of the s t a b  and’details (including amendments and proposed amendments) of any suchrequest or third-party takeover 
pr- ?sal. Contemporaneously with any termination of the merger agreemenf,the.iermkathg party will provide the other party with a written 
v ;ation that it ,h complied with its obligations pysuant to this pqagraph (other than noncompli&ce which i’ immaterial). 

A “third-party talceover proposal“ means a’botiafide inquiry, proposal or offer from any peaon relating to: 

(i) any direct,or bdirect-acquisition or purchase ofa business that constitutes 20% ormore of the netrevenues, net income qr the assets 
(includmg equity s e c ~ t i e s )  ofthe subject.company andits subsidiaries, taken as a whole (which is referred to in this paragraph as a 
“materid business”), 

any direct or indirect acquisition or purchase of 20% or more of any class of voting securities of the subject company or any subsidiary 
of the subject company owning, operating or controlling a material business, 

(ii) 
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(iii) any tender offer or exchange offer that if completed would result in any person beneficially owning 20% or more of any class of votmg 
securities of the subject.cornpany 

(iv) any merger, consolidation, business combination, recapitalization, liquidation, dissolution or similar transaction involving the subject 
company or any subsidiary of the subject: company owning, operating or controlling a material business. 

A “superior proposal” means any smitten third-party takeover proposal of a party that such party’s board of.directors determines in good faith 
(after consultation with a fmap5al advisor of natiodly recognized reputation) to be more favorable (taking into account (i) all f i c i a l  and 
strategic considerations, including relevant legal, . fmcial ,  regulatory and other aspects of such third-party takeover proposal and the merger and 
the other transactions contemplated by the merger agreement deemed relevantb. such party’s board of directors, (ii) the identity of the third-party 
making such third-party takeover proposal, and (iii) the con&tions and prospects for completion of such third-party takeover proposal) to such 
PP- ’ qis shareholders than the merger and the other transactions contemplated by &e merger agreement (taking inb  account all of the terins of siny 
p. sal by the-other party to aniend or modify the terms of themerger and the other transactions-Contemplated by the merger agreement), except 
that (1) the reference to “20%” in (i), (ii) and (iii) of the definition of;third-party talceover proposal set forth above is each replaced by “50%”, (2) a 
third-party takeover proposal only means a transaction involving Progress Energy or Duke Energy, and not involving any of their respective 
subsidiaries or material businesses alone, and (3) the references to any subsidiary of either company owning, operating or controlling a material 
business in (ii) and (iv) of the d e f ~ t i o n  ofthird-party takeover proposal set forth above are deemed to be deleted 

1 .  

Other Expenses 

Expenses”, all expenses incurred in connection with the merger, the merger agreement and the other transactions contemplated thereby will be paid 
by the party incurring such fees or expenses, whether or not the merger is completed, except that each of Duke Energy and Progress Energy will 
bear and pay one-half of the costs and expenses incurred in connection with: 

the filmg, printing and mailing of the registration statement on Form S-4 of which this document forms a part (includmg SEC fiing 
fees); 

the fibs of the premerger notification and report forms under the HSR Act (including fding fees); and 

the preparation and filtng of all applications frlings or other materials with the North Carolina Utilities Commission, the Public Service 
Commission of South Carolina, the Florida Public Service Commission, the Public Utilities Commission of Ohio, the Indiana Utility 
Regulatory Commission, and the Kentucky Public Service Commission. 

Except for expense reimbursement in certain circumstances described above under the caption “Termination Fees; Reimbursement of 

0 

The merger agreement requires that Progress Energy, as-the surviving corporationin the merger with Diamond Acquisition Corporation, file 
any return with respect to, and pay, all state or local taxes (including penalties or interest with respect thereto), if any, attributable to (i) the transfer 
of beneficial ownership ofprogress Energy’s real property and (ii) the transfer of Progress Energy common stock pursuant to the merger agreement 
as a result of the merger. Duke Energy and Progress Energy will cooperate with respect to the fiing of tax returns, includmg supplying any 
idormation that is reasonably necessary to complete such terms. 

Tr ?ition Committee 

h u a n t  to the merger agreement, Duke Energy and Progress have established a transition committee to oversee integration planning, 
includmg, to the extent permitted by applicable law, consulting with respect to operations and major regulatory decisions. The transition committee 
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is co-chaired by James E. Rogers, 
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Chairman, President and Chief Executive Officer of Duke.Energy, and.William D. Johnson, chairman, President and Chief Executive Officer of 
Progress Energy. Duke Energy has appointed Lynn J. Good, Group Executive and Chief Fiyncial Officer of Duke Energy,. and Marc E. Manlqi, 
Group Executive, Chief Legal Officer and Corporate Secretary ofDuke Energy, as its other designees to the tra&ion committee, and Progress 
Energy has appointed John R. McArthur, Executive Vice President, General Counsel and Corporate Secretary of Progress Energy, and Mark F. 
Mukern, Senior Vice President and Chief Financial Officer of Progress Energy, as its other designees to the transition committee. 

Coordination of Dividends 

The parties agreed in the merger ag’reement that during the period until the completion of the merger,,Progress Energy will not increase its 
$0.62 per share regular quarterly cash dividend wi&out the prior writkn consent of Duke Energy and:D~,e Energy may increae its regularly 
quarterly cash dividend to $0.25, per share without the prior w d e n  consent of Progress Energy commencing with the regular quarterly dividend 
that would be payable with respect to the second quarter of 2011 and to $0:255 per share without the prior written consent of Progress Energy 
commencing with the r e g d s  quarterly dividend that would be payable with respect to the second quarter of 2012. 

We include additional infovation with respect to Duke Energy’s dividends following completion of the merger under the heading “The 
Merger-Dividgnds .” 

Charitable Contributions 

The parties have agreed that provision of charitable contributions and community support in their respective service areas serves a number of 
their important corporate goals. During the two-year period immediately following the completion of the merger, Duke Energy and its subsidiaries 
taken as a whole intend to continue to provide charitable contributions and community support within the service areas of the parties and each of 
their respective subsidiaries in each service area at levels substantially comparable to the levels of charitable contriiutions and community support 
provided, directly or indirectly, by Duke Energy and Progress Energy within their respective service areas prior to the effective time of the merger. 

P dment; Ex+ension and Waiver 

The merger agreement may be amended by the parties at any time before or after the Progress Energy shareholders approve the merger 
agreement or the Duke Energy slmeholders approve the reverse stock split and the share issuance. After any such approval, however, the parties 
have agreed not to make any amendment that by law would require M e r  approval by the shareholders of Duke Energy or Progress Energy 
without the M e r  approval of those shareholders. ”lie merger agreement may not be amended except by an instrument in writing signed on behalf 
of each of the parties. 

At any time prior to the completion of the merger, a party may: 
* extend the time for the performance of any of the obligations or other acts of the other parties; 

waive any inaccuracies in the representations and warranties of the other parties contained in the merger agreement or in any document 
delivered pursuant to the merger agreement; or 

subject to the second sentence of the immediately preceding parag-raph, waive compliance by the other parties with any of the 
agreements or conditions contained rn the merger agreement 

Any agreement on the part of a party to any such extension or waiver will be valid only if set forth in a n  instrument in writing signed on 
behalf of that party The failure of any party to the merger agreement to assert any of its rights under the merger agreement or otherwise will not 
consbtute a waiver of such rights 
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Employee Benefit Matters 

ed 
employees of Duke Energy and Progress Energy and their respective subsidiaries who participate in the Duke Energy and Progress Energy 

The merger agreement provides that prior to the completion of the merger, M e  Energy and Progress Energy will cooperate in reviewing, 
Jting and analyzing their respective employee benefit plans with a view towards maintaining appropriate plans for all employees and former 
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employee benefit plans as of the completion of the merger (whom we refer to as combined company employees). After completion of the merger, 
aqd until such time as Duke Energy and Progress Energy otherwise determine, subject to applicable lays and the terms of such plans, Duke 
Energy’s employee benefit plans and Progress Energy’s employee benefit plans will remain in effect for combined company employees. Prior to 
the completion Of the merger, Duke Energy and Progress Energy will also cooperate to establish common retention, relocation and severance 
pc”’-;es or plans that will apply to all combined.company employees after the completion of the merger;,provided, however, that beginning on the 
c. ~ ~ g date of the merger and,ending onthe second anniversary of the. closing date ofthe merger, eachprogress Energy employee as of the closing 
date of the merger yhwe employment is terminated during such period will be eligible to receive severance benefits on terms and conditions no 
less favorable than those provided to employees.of Progress Energy pursuant to plans or policies in effect immediately prior to the completion of 
the merger. 

Withrespect to each employee benefit plan in.wlich combined company employees fmt become eligible to participate after the completion 
of the merger (which we refer to & a new plan), Duke Energy will, or will cause its subsidiaries to, use reasonable best efforts, subject to 
applicable law, to (i) waive certain pre-eGstmg conditions, exclw’ions and waiting periods with respect to participation qd coverag8,requirements 
applicable to combined company employees a d  the- eligible dependents.under q y  new plan, (ii) provide each combined company employee and 
their eligible dependents with credit for certain co-payments anddeductibles paid prior to the completion of the merger for purposes of satisfying 
any applicable deductible or outAof-pocket requirements under any new plans in which such employee may be able to participate after completion 
of the merger and (G) recognize the service of each combined company employee with Duke Energy or Progress Energy or their respective 
affiliates, as applicable, prior to ,the completion of the merger, for all purposes (except with respect to benefit a c c d  under defined benefit pension 
p l q )  under any new plan in which such employee is eligible to .participate after the completion of the merger. Serv’ice credit will not be given to 
the extent that crediting’such sefvice would result in the duplication of benefits. 

Duke Energy will assume the Progress Energy Management Change-in-Control Plan, or the Progress Energy CIC Plan, after giving effect to 
the amendment to the defitions of “good reason” and “Committee” as contemplated by the merger agreement Progress Energy agrees to either 
amend the Progress Energy CIC Plan with respect to equity awards granted after the execution of the merger agreement or provide in the applicable 
equity award agreements tllat those equity awards will include an amended and more limited definition of “good reason” 

Progress Energy also.acknowledges and agrees that neither it nor any of its subsidiaries will take any actions to fund a grantor trust or similar 
vehicle (e.g., a rabbi trust) that it currently maintains and Progress Energy will, prior to the completion of the merger, take all actions necessary to 
amend the applicable plans in order to eliminate any requirement to h d  any suchtrust in connection with the transactions contemplated by the 
merger agreement. 

After the completion of the merger, Duke Energy will a s s h e  all obligations under the.Amended and Restated Supplemental Senior 
9 .tive Retirement Plan of Progress Energy, or the SEW, provided that n o w  in the merger agreement prohibits Progress Energy or its 
atruLates or their respective successors or assigns from modxfying, amending or terminating the SERP in accordance with its terms and applicable 
law. However, no modification, amendment or termination may adversely affect a participant’s accrued benefit or the right to a p a p e n t  under the 
provisions of the SERP as in effect imnediately,prior to the modification, amendment or termination. In the event that the SERP is amended in a 
manner @at would otherwise reduce a participant’s rightfo accrue fkture’benefits under the SER.Pj Duke Energy will provide gie participant with 
the opportunity to earn 
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additional benefits under the SEW (or another compensation or benefit arrangement) equal to no less than the incremental amount that the 
participant would have earned under the SERP in the absence of such amendmenf except that such incremental amount will be calculated based on 
compensation earned by the participant prior to the completion of the merger, as increased after the completion of the merger by cost of living 
adjustments. Progress Energy will amend the SEW as soon as practicable after the execution of the merger agreement to provide that no individual 
may become a participant in the SEBW following the execution of the merger agreement 

After the completion of the merger, outstanding awards under the Progress Energy Management Incentive Compensation Plan will be 
assumed by Duke Energy at a level and providing an armual incentive compensation oppartunity that is not less than that provided under the 
Progress Energy Management Incentive Compensation Plan. The performance period for each award will remain open (so no payments will be 
made under the awards solely on account of tlie completion of the merger). The applicable performance criteria and vesting requirements for each 
such award will be adjusted by the compensation committee of the Duke Energy board of directors, as it determines to be appropriate and equitable 
to reflect the performance of Progress Energy prior to the completion of tlie merger, the transactions contemplated by the merger agreement and 
performance measures under awards made to similarly situated employees of Duke Energy. 

F ’sentations and Warranties 

The merger agreement contains substantially reciprocal representations and warranties made by Duke Energy and Progress Energy to each 
other, including with respect to: 
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corporate organization and qualification, 

capital structure; 

corporate authority to enter into the merger agreement, perform its obligations and, subject to obta* shareholder approval, 
consummate the bnsactions contemplated thereby; 

absence of any breach of organizational documents, law or material agreements as a result of the transactions contemplated by the 
merger agreement; 

govement and regulatory approvals required in connection with the tramactions contemplated by the merger agreement; 

SEC fdings, financial statements andcompliance with the Sarbanes-Oxley Act of 2002; 

absence of certain changes, events or developments that, individually or in the aggregate, have’had or could reasonably be expected to 
have a material adverse effect on such company; 

absence of undisclosed liabilities; 

absence of certain litigation; 

material truth and accuracy of certain informahon supplied in connection with the preparation of this document and the registration 
statement onForm S-4 of which this document is a part; 

possession of requisite permits and compliance with laws and orders; 

proper fding of tax returns and certain other tax matter;; 

certain employee benefits matters and compliance with the Employee Retirement Income Security Act of 1974, as amended; 

certain labor and employee relations matters; 

environmental matters; 

ownershp and operation of the nuclear generation stations owned, in whole or in part, by such company and its subsidiaries; 
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maintenance of adequate insurance; 

shareholder vote requcred to approve the merger agreement and the-transactions contemplated thereby; 

opinions of the financial advisors to such company; 

ownership of Duke Energy capital stock, in the case of Progress Energy, and Progress Energy capital stock, in the case of Duke Energy, 

inapplicability of state anti-takeover statutes; 

establislment of and compliance with policies with respect to energy kadmg; 

absence of breach of or default under the terms of material contracts; and 

compliance with specified anti-bribery laws. 

The merger agreement also contains certain representations and warranties of Duke Energy with respect to Merger Sub, its wholly-owned 
subsidiary, includmg, among others, corporate organization and corporate authority to enter into the merger agreement and the transactions 
contemplated thereby. 

The representabom and warranties noted above are subject to qdifications and limitations agreed to by Duke Energy and Progress Energy 
in connection with negotiating the terms of the merger agreement Some of these representations and warranties are qualified by “material adverse 
effect”, and a representation so qualified will be deemed untrue, inaccurate or incorrect as a consequence of any change, effect, event, occurrence 
or state of facts only if that change, effect, event, occurrence or state of facts (a) would have, or would reasonably be expected to have, an effect 
that is materially adverse to the business, assets, properties, financial condition or results of operations of the company making the representation 
and its subsidiaries, taken as a whole, or (b) prevents or materially delays the party making the representation from performing its material 
obligations uuder the merger agreement or the completion of the merger or the other transactions conternplated in the merger agreement. In 
determining whether a material adverse effect exists under (a) of the immediately precedmg sentence, the merger agreement provides that the 
py “=s (subject to certain exceptions) will disregard any effects resulting from (1) changes in international or national political or regulatory 
c Aons generally (in each case, to the extent not disproportionately affecting the party making the representation and its subsidiaries, taken as a 
whole, as compared to similarly situated entities), (2) changes or conditions generally affecting the U.S. economy or financial markets or generally 
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affecting any of tlie segments of the industry in which the applicable person or any of its subsidiaries operates (in each case, to the extent not 
disproportionately affecting the party making the representation and its subsidiaries, taken as a whole, as compared to similarly situated entities), 
(3)  the announcement or completion of, or compliance with, the merger agreement, or (4) any taking of any action by such party at the written 
request of the other party. 

d-- ~~ iants of Duke Energy and Progress Energy 

between the date of &,e merger agreement and the completion ofthe merger. In general, each of Duke Energy and Progress Energy has agreed to 
(i) conduct its and its.subsidiaries’ business in the ordhary course and.(ii) use commercially reasonable efforts to preserve inhct its and its 
subsidiaries’ business organizations, rnaintah its rights and permits and preserve’its relationships with governmental authorities, custome6 and 
suppliei-s. 

Each of Duke Energy and Progress Energy has agreed to customary ,covenants in the merger agreement restricting the conduct of its business 

In addition, between the date ofthe merger agreement and the completion of the merger, each,of Duke Energy and ProgressEnergy agreed, 
with respect to itself and its subsidiaries, not to, among other t l ings, undertake any ofdie following, subject to certain excepfions: 

0 amend or propose to amend its certificate of incorporation or, other than in a manner that would not materially restrict the operation of 
its or their’businesses, its by-laws or its subsidiaries’ certificates of 
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incorporation or by-laws (or equivalent organizational docurrients), except that Duke Energy may amend its amended and restated 
certificate of incorporation in connection with the reverse stock split in respect of Duke Energy common stock as required by the 
merger agreement; 

declare, set aside or pay any dividends on or make other distributions in respect of any of its capital stock, other than regular quarterly 
cash dividends as described under the headmg “--Coordinatiofi of Dividends” and certain other specified exceptions; 

split, combine, reclassify or take similar action with respect to any of its capital stock or share capital; 

issue or authorize or propose the issuance of any other securities in respect of, in lieu of, or in substitution for shares of its capital stock 
or comprised in its share capital; 

adopt a plan of complete or partial liquidation or resolutions providing for or authorizing such liquidation or a dissolution, merger, 
consolidation, restructuring, recapitalimtion or other reorganimtion; 

repurclEe or otheryke acquire any shares of its capital stock or any option witll respect to its capital stock, subject.to specifled 
exceptions; 

with respect to D.uke Energy, bind Duke Energy to ai~y restriction not in existence as of January 8,2011 on the payment by Duke 
Energy of dividends and distributions onDuke Energy common stock; 

issue, deliver or sell, or authorize or propose the issuance, delivery or sale of, any shares of its capital stock or any option with respect 
thereto or modi5 or amend any right of any holder of outsta.nding.sliares of their capital stock or any option with respect thereto, other 
than in connection with equity-based benefit plans and restricted stock and equity awards under certain circumstances; 

make.capita1 expenditures or acquisitions in excess of, in the case of Duke Energy, $300 million, and. in tlie case of Progress Energy, 
$1 50 million,.or outside of certain specified geographic areas; 

sell, lease or grant any security interest in.or otherwise dispose of or encumber any of its assets or properties if the aggregate value of all 
such dispositions exceeds or may exceed: 

in the case of Duke Energy, $300 million (no more than $1 50 million of which may be for.any disposition or series of related 
dispositions of any person, asset or property located outside the United States), and 

in the case’ of Progress Energy, in the aggregate, $15Omillion. 

incur or guarantee any indebtedness other than (i) specific classes of kdebtedness, guarantees and letteks of credit, each in tlie ordinary 
course of business, (2) borrowings under existing credit fac es), (iii) indebtedness incurred in connection 
with the refunding or refinancing of existing indebtedness, (iv) indebtedness &curred to finance acquisitions permitted by tlie merger 
agreement or indebtedness assumed in relation thereto, (v) other indebtedness in an aggregate principal amount not to exceed, in the 
case of Duke Energy, $500 million, and, in the crise of Progress Energy, $250 million, (vi) guarantees or other credit support issued 
pursuant to energy price risk management or marketing positions established prior to. January 8,201 1, and (vh) indebtedness owed to 
any direct or indirect wholly-owned subsidiary of the party, or in the case of a subsidiary of a party, to such party; 

es (or replacegent f q  
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make any loans or advances to any other person, other than (i) in the ordinary course of business consistentwith past practice, (ii) to 
any direct or indirect wholly-owned subsidiary of a party, or, in the case of a subsidiary of a party, to such party or (iii) as required 
pursuant to any obligation in effect as of January 5,201 1 ; 

permit any material change in policies relating to energy price risk management or marketing of energy (other than as a result of 
acquisitions or capital expenditures permitted under the merger agreement) or enter into certain transactions in commodities, exchange 
traded futures and options or made over the counter, other than as permittedby the respective party’s risk management guidelines; 
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enter into, adopt, amend or terminate any employee benefit plan, or other agreement, arrangemenf plan or policy between the party or 
one of its subsidiaries and one or more of its directors, officers or employees; 

except for normal increases in the ordinary course of business consistent with past practice, increase in any manner the compensation or 
h g e  benefits of any director, executive officer or other employee or pay any benefit not required by any plan or arrangement in effect 
as of January 8,2011; 

change its accounting methods in a way that materially affects reported consolidated assets, liabilities or results of operations, except as 
required by law or GAAP; 

except as could not reasonably be expected to have a material adverse effect on such party, settle any claim., action or proceedng 
relating to taxes, or make any tax election; 

waive, release, assign, settle or compromise any claim, action or proceeding (i) with respect to the payment of monetary damages, for 
an amount greater than its reserves or exceedmg, in the case of Duke Energy, $30 million individually or $1 00 million in the aggregate, 
and in the case of Progress Energy, $15 million individually or $50 million in the aggregate, in each case during any consecutive 
twelve-month period and (ii) with respect to non-monetary terms and conditions therein, that results in the imposition of or requirement 
of actions that would reasonably be expected individually or in tlie aggregate to have a material adverse effect on such party; 

enter ;It. any contract that would materially restrict, .after completion oft$e merger, Duke Eilergy and its subsidiaries (including 
Progress Energy) with respect to engaging or competing in any line of business or in any geographic area; 

other than.in the’ordmary c o k e  of business with respect to Progress Energy, and generally for Duke Energy, waive, release, or.&sign 
any material rights or claims under, or materially modify or terminate any contract that is material to such party ,and its subsidiaries, 
taken as a whole (A) in any manner.that. is materially adverse to such party or. (B) &ich would prevent or materially delay the 
completion of the merger a d  the other transactions contemplated bythe merger agreement, except with respect to any contract 
permitted under specified provisions of the merger agreement. 

Eachparty will use’ifs reasonable best efforts (subject to, qndiri accordance with, applicable law) to take, or cause to be taken; promptly all 
actions, and to do, or.caye to be done, promptly and to.assist &id cooperate with the otherparties in doing, all th.mgS necessary, proper.or 
advisable to complete and make effective themerger and the other tra&actions contemplated by the, merger agreement For purposes of the merger 
agreemen4 “reasonable best efforts” does not include and will not require any party to take any action that would have a “burdensome effect”, as 
we explain thatterm above under the.headmg “Condkions to Completion of’the Merger” above.. 
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‘UNAUDITED PRO FORMA CONDENSED CORXBLNED CONSOLIDATED FLNANCIAL INFORMATION 

The Unaudited Pro Forma Condensed Combined Consolidated Financial Statements-(which we refer to as the pro forma financial 
statements) lmve been primarily derived from the historical consolidated financial statements of Duke Energy and Progress Energy incorporated by 
reference into this document 

The Unaudited Pro Forma Condensed Combined Consolidated Statement of Operations (which we refer to as the pro forma statement of 
operations) for the year ended December 31,201 0 gives effect to the merger as if it were completed on January 1,201 0. The Unaudited Pro Forma 
Condensed Combined Consolidated Balance Sheet (which we refer to as the pro forma balance sheet) as of December 31,2010 gives effect to d e  
II r as if it were completed onDecember 31, 2010. 

The merger agreement provides that each outstanding share of Progress Energy common stock (other than shares owned by Progress Energy 

I 
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(other than in a fiduciary capacity), Duke Energy, or Diamond Acquisition Corporation, which will be cancelled) will be converted into the right to 
receive 2.6125 shares of Duke Energy common stock subject to appropriate adjustment for a reverse stock split of the Duke Energy common stock 
as contemplated in the merger agreement and with cash generally to be paid in lieu of fractional shares. The exchange ratio will be adjusted 
proportionately to reflect a 1 -for-3 ,reverse stock split with respect to the issued and outstan@ Duke Energy common stock that Duke Energy 
pl- .. to implement prior to, and conditioned on, the completion of the merger. The resulting adjusted exchange ratio will be 0.87083 of a share of 
L ~~ Energy common stock for each share of Progress Energy corriqo~ stock. Tlie pro forma statement of operations iliTtrates pro f o q a  
earnings per coqnon,share and weighted average common shares outstandmg based both on the unadjusted exchange ratio of 2.6125 and the 
reverse stock split adjusted exchange ratio of 0.87083. 

The historical consolidated financial information has been adjusted k~ the pro forma f m c i a l  statements to.give. effect to pro forma events 
that are: (1) directly attributable to the merger; (2) factually. supportable; and (3) with respect tdthe statement of operations,. expected to have a 
continuing impact on the combined results of Duke Energy and Progress Energy. As such, the impact from merger related expenses 'is not included 
in the accompanying pro forma statementof operations. However, the impact of these expenses is reflected in the pro fofqa balance.sheet ai an 
increase to accounts payable and a decrease to .retained.eamiogs. 

The pro forma financial statements do not reflect any cost savings (or associated costs to achieve such savings) from operating efficiencies 
(e.g., savhgs related to fuel and joint dispatch of the combined entity's generation) or synergies that could result from the merger. Further, the pro 
forma financial statements do not reflect the effect of any r@glatory actions that may kipact the pro forma fmancial statements when the merger is 
completed In adciition, the pro forma f m c i a l  statements do not puiport to project the firture fmccial position or operating resul$ of the 
combined company. Transactions between Progress Energy'and Duke Energy during the periods presented i i ~  the pro forma financial statements 
have been eliminated as if Duke Energy and Progress Energy were consofidated affdiates during the periods. 

United States generally accepted accounting principles require that one party to the merger be identified as the acquirer. In accordance with 
these standards, the merger of Duke Energy and Progress Energy will be accounted for as an  acquisition of Progress Energy c o y o n  stock by 
Duke Energy and will fo$ow the acquisition method of accourihg for business combii.lations. The purchase price ultimately will be determined on 
the acquisition date based on tlie fair value of the shares of Duke Energy common st&k issued in the merger. The purchase price for the pro forma 
financial statements is based ontlie closing price of Duke Energy common stock on the NYSE on April 5,201 1 of $18.41 per share and the 
exchange of Progress Energy's outstanding shares of common stock for the right to receive 2.61 25 shares of Duke Energy common stock (refer to 
Note 2.to the pro forma f m c i a l  statements for additional information related to the prelim- purchase price). 
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Assumptions and estimates underlying the pro forma adjustments are described in the accompanying notes, which should be read in 
connection with the pro forma fumcial statements. Since the pro forma financial statements have been prepared based on preliminary estimates, 
the final amounts recorded at the date of the merger may differ materially from the information presented. These estimates are subject to change 
pending further review of the assets acquired and liabilities assumed and the f d  purchase price. 

The pro forma financial statements have been presented for illustrative purposes only and are not necessarily indicative of results of 
operations and f m c i a l  position that would have been achieved had the pro forma events taken place on the dates indicated, or the future 
consolidated results of operations or financial position of the combined company. 

The following pro forma financial statements should be read in conjunction with: 

0 

the accompanying notes to the pro forma financial statements; 

the separate historical consolidated financial statements of Duke Energy as of and for the year ended December 31, 201 0 mcluded in 
Duke Energy's Form 10-K and mcorporated by reference into this documenf 

the separate historical consolidated financial statements of Progress Energy as  of and for the year ended December 31,201 0 included in 
Progress Energy's Form 10-K and incorporated by reference into this document, and 

the other information contained in or incorporated by reference into this document. 
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DUKE ENERGY CORPORATION AND PROGRESS ENERGY, INC. 
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEkENT OF OPERATIONS 
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For the Year Ended December 31,2010 
(In millions, except per share amounts) 

(i ding Revenues: 
Regulated electric 
Non-regulated electric, natural gas and other 
Regulated natural gas 

Total operating revenues 
Operating Expenses: 

Fuel used in electric generation and purchased 

Fuel used in electric generation and purchased 

Cost of natural gas and coal sold 
Operation, maintenance and other 
Depreciation and amortization 
Property and other taxes 
Goodwill and other impairment charges 

power-regulated 

power-non-regulated 

Total operating expenses 
Gains (Losses) on Sales of Other Assets and Other, 

Operating Income 
Other Income and Expenses, Net 
Interest Expense 
Income From Continuing Operations Before Income 

Income Tax Expense From Continuing Operations 
Income From Continuing Operations 
Lr - *  Net Income From Continuing Operations 

' hibutable to Noncontrolling Interests 
Net Income From Continuing Operations 

Attributable to Controlling Interests 

net 

Taxes 

Duke Energy 
Corporation' 3(a) 

$ 10,723 
2,930 

619 

Progress Energy, 
Inc 3(a) 

$ 10,176 
14 
- 

14,272 

3,345 

1,199 
381 

3,825 
1,786 

702 
726 

11,964 

153 
2,461 

589 
840 

2,210 
890 

1,320 

3 

$ 1.317 

10,190 

4,579 

__ 
- 

2,043 
920 
580 

10 
8,132 

(4) 
2,054 

99 
747 

1,406 
539 
867 

7 

Earninys Per Common Share and Common Shares Outstandinp. Assuminp Unadjusted Exchanpe Ratio of 2.6125 
Basic Earnings Per Share From Continuing 

Operations Attributable to Common 
Shareholders $ 1 .oo $ 2.96 

Operations Attributable to Common 
Shareholders $ 1.00 $ 2.96 

Diluted Earnings Per Share From Continuing 

Weighted Average Common Shares Outstanding 
Basic 1,318 291 478 (e> 
Diluted 1,319 291 478 (e) 

Pro Forma 
Combined 

$ 20,869 
2,944 

61 9 
24,432 

7,894 

1 ,I 99 
35 1 

5,868 
2,706 
1,282 

736 
20,066 

149 
4,515 

688 
1.522 

3,681 
1,455 
2,226 

10 

$ 2,216 

$ 1.06 

$ 1.06 

2,087 
2,088 

Pro Forma Earnincs Per Common Share and Common-Shares Outstandinp. Assuminp Exchance Ratio of 0.87083. Adiusted for 1-for-3 
Reverse Stock Salit 

Basic Earnings Per Share From Continuing 
Operations Attributable to Common 
Shareholders $ 3.00 $ 2.96 $ 3.18 

Operations Attributable to Common 
Shareholders $ 3.00 $ 2.96 $ 3.18 

Basic 439 291 (35) (e> 695 
Diluted 440 291 (35) (e> 696 

companying Notes to the Unaudited Pro Forma Condensed Combined Consolidated Financial Statements, which are an integral part of these 

Diluted Earnings Per Share From Continuing 

Weighted Average Common Shares Outstanding 

S 
sk-lnents. 
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DU3KF ENERGY CORPORATION A.ND PROGRESS EMERGY, INC. 
UNAUDITED PRO FORMA CONDENSED COMBIMED CONSOLJJIATED BALANCE SHEET 

As ofDecember 31,2010 
(In millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables, net 
Inventory 
Other 

Total current assets 
Investments and Other Assets 
Nuclear decommissioning trust funds 
Goodwill 
Other 

Total investments and other assets 
Property, Plant and Equipment 
cost 
Less accumulated depreciation and amortization 

Net property, plant and equipment 
Regulatory Assets and Deferred Debits 
T Assets 
L,..r3ILITIES AND EQTJITY 
Current Liabilities 
Accounts payable 
Current maturities of long-tern debt 
Other 

Total current liabilities 
Long-term Debt 
Deferred Credits and Other Liabilities 
Referred income taxes 
Investment tax credits 
Asset retirement obligations 
Other 

Commitments and Contingencies 
Preferred Stock of Subsidiaries 
Equity 
Common Stock 
Additional paid-in capital 
Retained earnings 
Accumulated other comprehensive income (loss) 

Total shareholders' equity 
Nonconirolhng interests 

Total equity 
Total Liabilities and Equity 

Total deferred credits and other liabilities 

Duke Energy 
Corporation 3(a) 

$ 1,670 
2,157 
1,318 
1,078 
6,223 

2,014 
3,858 
3,392 
9,264 

58,539 
15,195 
40,344 
3,259 

$ 59,090 

$ 1,587 
275 

2,035 
3,897 

17,935 

6,978 
359 

1,816 
5,452 

14,605 

__ 

1 
21,023 
1,496 

2 
22,522 

131 
22.653 

$ 59,090 

P r O S e S S  f i C r g Y ,  
Inc. 3(a) 

$ 61 1 
1,033 
1,,226 

606 
3,476 

1,571 
3,655 

47 9 
5,705 

33,920 
12,510 
21,410 
2,463 

$ 33,054 

$ 994 
505 

1,456 
2,955 

12,348 

1,696 
110 

1,200 
4,625 
7,631 

93 

7,343 

2,805 

10,023 
4 

10,027 
$ 33.054 

__ 

(1 25) 

Pro Forma 
Combined 

$ 2,281 
3,182. 
2,537 
1,558 
9,558 

3,585 
11,876 
3,900 

19,361 

92,459 
30,705 
61,754 
6,438 

$ 97,111 

$ 2,663 
796 

3,420 
6,879 

31,358 

8,548 
469 

3,016 
9,982 

22,015 

93 

2 
35,186 
1,441 

2 
36,631 

135 
36,766 

$ 97,111 

t 
statements. 

-companying Notes to the Unaudited Pro Forma Condensed Combined Consolidated Financial Statements, which are an integral part of these 
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NOTES TO mATJDITED PRO FO- CONDENSED COMBINED CONSOLIDATED 
FlNkNC,&iL STATEmNTS 

Note 1. Basis of Pro Forma Presentation 

2010. The pro form'a balance sheet as ofDecember 31, 2010 gives effect to the merger s, if it were completed on December 31, 2010. 
The pro forma statement of operatiojns,for the yeF,ended December 31 2010 gives .effect to the,merger as if it were co,mpleted on Januaryl, 

The pro forma financial statements have been derived from the historical consolidated financial statements of Duke Energy and Progress 
Energy that are incorporated by reference into this document Assumptions and estimatesunderlying the pro forma adjustments are described in 
these notes, which should be read in conjunction witli the pro forma financial statements. Since the.pro foima f m c i a l  statements have been 
prepared b&ed upon prelimjmq estimates, the f i l  amounts recorded,at the date of the m'erger may differ.materially.from the infomation 
presented These estimates are subject to change pending further review of the assets acquired a?~db 

The merger is reflected in the pro forma financial statements as an acquisition of Progress Energy by Duke Energy, based on the guidance 
provided by accounting standards for business combinations. Under these accounting standards, the.total estimated purchase price is calculated as 
described in Note 2 to the pro forma.fmancial statements, and the assets acquired and the liabilities assumed have been measured at estimated fair 
value. For the purpose of mgasuring the estimateil fa i r  value of tlie assets acquired and liabilities assumed, Duke Energy has applied the accounting 
guidance for fair value measurements,.Fairval& is defied a$ the pice that would be received'to sell a n  asset or paid to transfer a liability in an 
orderly transaction between market participants as of the measurement date. The fair value 'measurements utilize estimates based onkey 
assumptions of the merger, includmg historical and current market data. The pro forma adjustments iiicluded herein, are preliminary and will be 
revised at the ,time of the merger as additional information becomes available and as additional analyses are performed The, f m l  purchase price 
allocation will be determined at the time that the merger is completed, and the final amounts recorded for the merger may differ materially from the 
information presented. 

Estimated transaction costs have ,been excluded from the pro f0'ni.a statement of operations, as they. reflect non-recurring charges dkectly 
related to the merger. However, the anticipated transaction costs are reflected in the pro forma balance sheet as an increase to accoubts payable and 
2 ease to retained earnings. 

The pro forma fmancial statements do not reflect any cost savings (or associated costs to achieve such savings) from operating efficiencies 
(e.g., savings related to fuel and joint dispatch of the combked entity's generation), synergies ,or other res.tructuring'that could result from the 
merger. Further, the pro forma firiancial statements do not reflectthe effect of k y  regulatory actiodthat may impact,,tlie pro,forma financial 
.statements when the merger is completed. 

Progress Energy's regulated operations comprise electric generation, transmission and distribution operations. These operations are subject to 
the rate-setting authority of the Federal Energy Regulatory Coinmission, the North Caiolina Utaities Commission, the Public ServiceComniission 
of South.Carolina, and gie Florida Public Service Comrriission and are accounted,for p u r s k t  to U.S. generally accepted accou&ing principles, 
h c l u h w  the accounting guidance for regulated operations. Th.6 rate-setting andPost recovery provisions currently in place for Progress Energy's 
regulated operations provide revenues derived from costs includmg a return on investment of assets .and liabilities included in rate base. Thus, the 
fair values of Progress Energy's tangible and intangible assets and liabilities subject to these rate-setting provisions approximate their carrying 
values, and tlie pro forma financial statements do not reflect.any net adjusiments related to these amounts. 
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NOTES TO THE UNAEQITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

Note 2. Preliminary Purchase Price 

The merger agreement provides that each outstandmg share of Progress Energy common stock (other than shares owned by Progress Energy 
(other than in a fiduciary capacity), Duke Energy, or Diamond Acquisition Corporation, which will be cancelled) will be converted into the right to 
rr e 2.6125 shares of Duke Energy common stock subject to appropriate adjustment for a reverse stock split of the Duke Energy common stock 
a .itemplated in the merger agreement and with cash generally to be paid in lieu of fractional shares. Each outstandmg option to acquire, and 
each outstanding equity award relating to, one share of Progress Energy common stock will be converted into an option to acquire, or an equity 
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award relating to, 2.61 25 shares of Duke Energy common stock, as applicable, subject to appropriate adjustment for the reverse stock split. The 
exchange ratio will be adjusted proportionately to reflect a 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy 
common stock that Duke Energy plans to implement prior to, and conditioned on, the completion of the merger. The resulting adjusted exchange 
ratio k 0.87083 of a share of Duke Energy common stock for each share of Progress Energy common stock. 

.‘he purchase price for the.merger is estimated as follows (shares in thousands): 

Progress Energy shares outstandmg as of December 31,2010 
Exchange ratio 
Duke Energy shares issued for Progress Energy shares outstanding 
Closing price of Duke Energy common stock on April 5,201 1 
Purchase price (in millions) for common stock 
Fair value of outstanding earned stock compensation awards (in millions) 
Total estimated purchase price (in millions) 

Adjusted to 
Reflect Reverse 

293,202 293,202 
2.6125 0.87083 

765,990 255,329 
$ 18.41 $ 55.23 
$ 14,102 $ 14,102 
$ 62 $ 62 
$ 14,164 $ 14,164 

stock Split 

The preliminary purchase price was computed using Progress Energy’s outstandmg shares as of December 31, 201 0, adjusted for the 
exchange ratio. The prelim- purchase price reflects the market value of Duke Energy’s common stock to be issued in connection with the 
merger based on the closing price of Duke Energy’s common stock on April 5,201 1. The preliminary purchase price also reflects the total 
estimated fair value of Progress Energy stock compensation awards outstanding as of December 31,201 0, excludmg the value associated with 
employee service yet to be rendered 

The preliminary purchase price as adjusted for the reverse stock split assumes that the reverse stock split will result in the price of Duke 
Energy common stock increasing by a factor of 3 It should be noted that there is no guarantee that the Duke Energy reverse stock split will result 
in a proportionate increase in the market price of Duke Energy common stock. 

The preliminary purchase price will fluctuate with the market price of Duke Energy’s common stock until it is reflected on an actual basis 
when the merger is completed. An increase or decrease of 20 percent in Duke Energy’s common share price from the price used above would 
increase or decrease the purchase price by approximately $2,800 million 
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED 
COMBWD CONSOLJDATED FINANcLAL STATEMENTS - (Continued) 

Note 3. Adjustments to Pro Forma Financial Statements 

The pro foima adjustments iricluded in the pro f o d a  financial statements are as follows: 

(a) Duke Energy andProgressEnergy Jiirtorical presentation. The accompanying pro forma statement of operations excludes the results of 
discontinued operations. Based on the amobnts reported in the consolidated statements of operations and balanc,e sheets of Duke Energy qnd 
Progress Energy as of and for year ended December31,2010, certain financial statement line items included ih Progress Energy’s historical 
presentation have been reclassified to conform to corresponding financial statement line items included in Duke..Energy’s historical presentation. 
These reclassifications have no material impact on the hisbrical operating income, net income &om continuing operations attributable to 
controlling interests, total assets, liabilities or shareholders’ equity reported by Duke Energy or Progress Energy. 

Additionally, based on Duke Energy’s review of,Progress Energy’s summary of significant accoeting policies disclosed in Progress 
Energy’s financial statements and preliminary discussions with Progress Energy managemenf the nature and amount of any adjustments to the 
historical financial statements of Progress Energy to conform its accounting policies to those of Duke Energy are not expected to be material. 
Upon completion of the merger, M e r  review of Progress Energy’s accounting policies and financial statements may result in revisions to 
Progress Energy’s policies and classifications to conform to Duke Energy. 

The allocation of the prelim- pqchase price to the fair values of assets acquired and liabilities assumed includes pro forma adjustments 
to reflect the fair values of Progress Energy’s assets and.liabilities. The allocation of the preliminary purchase price is as follows (in millions): 

Current Assets 
Property, Plant and Equipment, Net 

$ 3,300 
21,410 
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Goodmdl 
Other Long-Term Assets, excluding Goodwill 
Total Assets 
Current Liabilities, including Current Maturities of Long-Term Debt 
Long-Term Liabilities and Preferred Stock 
Long-Term Debt 
Total Liabilities and Preferred Stock 
Total EstimatedPurchase Price (in millions) 

8,018 
5,256 

$ 37,984 

Adjustments to Pro Forma Condensed Combined Consolidated Statement of Operations 

(b) Operating Revenues-Regulated Electric and Operating Expenses-Fuel Used in Electric Generation arid Purchme Power-Regulated 
Primarily reflects the elimination of electric transmission transactions between Duke Energy and Progress Energy that occurred during 2010, as if 
Duke Energy and Progress Energy were consolidated affiliates during the period. 

(c) InterestExpense The net adjustment amountreflects a reduction in interest expense as a result of the amortization of the pro forma fair 
value adjustment of Progress Energy’s parent company debt ($57 million for the year ended December 31,201 0) and the elimination of 
amortization of deferred costs related to this debt ($8 million for the year ended December 31, 201 0). The effect of the fair value adjustment is 
being amortized 
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NOTES TO TELE UNAUDITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED I?INA.NCUL STATEMENTS - (Continued) 

over the remaining life of the individual debt issuances, with the longest amortization period being approximately 28 years. The frnal fair value 
determination of the debt will be based on prevailmg market interest rates at the completion of the merger and the necessary adjustment will be 
amnrtized as a reduction (in the case of a premium to book value) or an increase (in the case of a discount to book value) to interest expense over 
5 
net mcrease to regulatory assets, and amortization of these adjustments ($84 million for the year ended December 31, 201 0) will offset each other 
with no effect on earnings. 

naining life of the individual debt issuances. The portion of the adjustment related to Progress Energy’s regulated company debt is offset by a 

(d) Income Tax Expense. The pro forma adjustments include the income tax effects of the pro forma adjustments calculated using an 
estimated statutory income tax rate of 39%. 

(e) Shares Outstanding. Reflects the elimination of Progress Energy’s common stock and the issuance of approximately 766 million common 
shares of Duke Energy, ushg the unadjusted exchange ratio of 2.61 25, or 255 million shares using the adjusted exchange ratio of 0.87OS3. The 
adjusted exchange ratio of 0.87083 reflects the planned 1 -for-3 reverse stock split, as discussed in Note 2. This share issuance does not consider 
that fractional shares will be paid in cash, as applicable. 

The pro forma weighted average number of basic shares outstanding is calculated by addmg Duke Energy’s weighted average number of 
basic shares outstanding for the year ended December 31, 201 0 (presented without consideration of the planned reverse stock split and also 
presented to adjust for tlie planned reverse stock split) and the number of Duke Energy shares expected to be issued to Progress Energy 
shareholders as a result of the merger (presented without consideration of the planned reverse stock split and also presented to adjust for the 
planned reverse stock split). The pro forma weighted average number of diluted shares outstandmg is calculated by adding Duke Energy’s 
weighted average number of diluted shares outstandmg for the year ended December 31,2010 (presented without consideration of the planned 
reverse stock split and also presented to adjust for the planned reverse stock split) and the number of Duke Energy shares expected to be issued as 
a result of the merger (presented without considemtion of the planned reverse stock split and also presented to adjust for the planned reverse stock 
split). 

Year Ended December 31,2010 
Basic (millions): 

Duke Energy weighted average shares outstanding 
Equivaleiit Progress Energy common shares after exchange* 
Progress Energy employee equity-based awards outstanding 

Diluted (millions): 

Adjusted to 
R e n d  Reverse 

stock split 

1,318 439 
766 255 

3 1 
2,087 695 
- 
i 
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Duke Eriergy weighted average shares outstanding 
Equivalent Progress Energy common shares after exchange* 
Progress Energy employee equity-based awards outstanding 

:er to Note 2 for supporting calculation 

1,319 440 
7 66 255 

3 1 
2,088 696 
- 
= 

Aa!justments to Pro Forma Condensed Combined Consotidated Balance Sheet 

(0 Inventoty. Emission allowances and renewable energy certificates, accounted for as inventory by Progress Energy, have been reclassified 
as intangible assets within Investments and Other Assets-Other, to conform to Duke Energy's accounting policy (decrease of $7 million). 
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

(g) Regulatory Assets andDefenedDebits. Includes a pro forma net increase to regulatory assets ($9 million in other current assets and $610 
million in regulatory assets and deferred debits) to reflect the fair values of debt instruments of Progress Energy's regulated subsidiaries (an 
increase to current maturities of long-term debt and long-term debt of $9 milhon and $610 million, respectively, as described in Note 3(m)). An 
estimate of the hture amortization of this regulatory asset fair value adjustment over the next five years, which will offset a portion of the debt fair 
value adjustment amortization (related to regulated operations) described in Note 3(m), is as follows (m millions) 

Preliminary Annual 
Amortization, pre- 

tnr 

201 1 
201 2 
201 3 
2014 
201 5 

$ 82 
71 
51 
42 
36 

Also, regulatory assets and deferred debits were reduced by $21 million.to eliminate deferred costs onparent company debt. Additional 
adjustments to regulatdry assets are discussed in Note 3(1) (decrease'to regulatory assets of $1 8 million), andNote 3(n) (increase in regulatory 
assets of $145 million). 

(h) Goodwill.. Reflects the preliminary estimate of the excess of the purchase price.paid over the fair value of Progress Energy's identifiable 
assetsacquired and liabiliiies assbed.  The estimated purchase price of the transaction, based on the closing price of Duke Energy's common stock 
on the NYSE on A p d  5,201 1, md'the excess purchase price over the fair v;alue of the identifiable net assets acquired is calculated as follows (in 
millions): 

Preliminary purchase price 
Less: Fair value of net assets acquired 
Less: Progress Energy existing goodwill 
Pro forma goodwill adjustment 

The goodwill resulting from the merger, based on the preliminary purchase price, is estimated to be $8,018 million. 

(i) Other Long-Tern2 Assets. Represents the pro forma adjustment to reflect the fair value of Progress Energy's emission allowances and 
renewable energy certificates at current market prices (increase of $22 million, offset with an increase in regulatory liabilities). Also includes the 
reclassification of emission allowances and renewable energy certificates from inventory (increase of $7 million). 

(j) Accounts Payable. Represents the accrual for estimated non-recurring merger transaction costs of $90 million for the combined companies 
to be incurred after December 31, 201 0. Also refer to Note 3(n). 

(k) Deferred Income Taxes. Primarily represents the estimated net deferred tax asset, based onthe estimated post-merger composite domestic 

ted tax rate is different from Duke Energy's effective tax rate for the year ended December 31,201 0, whicli includes other tax charges or 
statutoIy tax rate of 39% multiplied by the fair value aqjustments recorded to the assets acquired and liabilities assumed, excluding goodwill. This 
e 
\ ba-.,&, and does not take into account any historical or possible future tax events that may impact the combined company. 
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NOTES TO TEE UNAUDImD PRO FORMA CONDENSED 
COMBINED CONSOLIDATED FlLNANcLAL STATEMENTS - (Continued); 

(1) Derivative Assets andliabilities. Represents ,a pro f q a  adjystme.nt to conform Progress Energjr's accounting policy'of presenting 
derivative mark-to-market agd posted collateral counts  on a gross basis, with Duke Energy's accounting policy to net derivative mark-to-market 
and posted collateral amounts, when such amounts eiist with the same counterparty.un8er a master,netting agreement These adjuStments resulted 
in decreases in various asset and Liability accounts ($8 million in accounts receivable,.$l70 millionin other current.assets, $18 million in 
regulatory assets, $8 miliion in accounts payable, $71 million in other current liabilities, and $117 million other deferred credits-and other 

(m) Long-Tem'Debt. In connection wit$ the merger, Duke Energy'will Consoli+te all of Progress Energy's outstandmg debt: The pro forma 
adjustment represents the fair value adjustments to increase Progress Energy's parent company debt (cwent maturities of long-term debt and 
long-term debt of $7 million and $465 million, respectively) and regulated companies' debt (current maturities of long-term debt and long-term 
debt of $9 million and $61 0 million, respectively) based on prevailing market prices for the indiyidual debt securities BS of December 31, 2010. 
The fmal fair value detmni.nation'of the debt will be based on prevahg market prices at the completion of themerger. The resulting adjustment 
to the parent debt will be amortized as a reduction (if there continues to be a premium to book value) to interest expense over the remaining life of 
the deb$ as described in Note 3(c). The portion of the adjustment'related to Progress Energy's regulated company debt is offset by an increase to 
regulatory assets, and amortization of these adjustments will offset each other with no effect on earnings, as described inNote 3(g). An estimate of 
fitwe amortization of the total fair value adjustments over the next five years is as follows (in millions): 

201 1 
2012 
2013 
2014 
201 5 

Preliminary h u a ~  
Amartization, pre-tar 
$ 133 

112 
58 
I 2- 
65 

(n) Shareholders'Equity. The.pro forma balance sheet reflects the elimination of Progress Energy's historical equity balances, includmg the 
components of accumulated.other comprehensive income/loss ("AOCI") not related to the regulated operations ($38 million, net of tax), the 
reclassificationofcertain AOCI amounts related to regulat6d operations to regulatory assets ($57 million, net'of tax, or $145 million, pre-tax), and 
recognition of approximately 766 million new Duke Energy common .shares issued ($1 million of common stock at $0.001. par value a d  $1 4,101 
million of'additional paid-ib capital). Amo~A-~ts b additional paid-in capital ako'igclude'$62 million to,reflect the portion of the purchase price' 
related to the total estimated fair value of stock compensation aymkds outs@di$g as of December 31,201 0, excludmg the value, associated with 
employee service yet to be rendered As discussed in Note 2 andNote 3(e), the exclmge ratio will be adjusted proportionately to reflect a 1 -for-3 
reverse stock split with respect to the issued and outstanding Duke Energy common stock that Duke Energy plans to implement prior to, and is. 
conditioned on, the completion of the merger. The reverse stock split will not change the ainount'oftbtai shareholder's equity resulting &om the 
merger. 

Additionally, reh,ined earnings were. reduced by $55 million (net of tax, with the tax benefit reflected an increase in other current assets 
and the pre-tax amount reflected in accounts payable) for estimated merger transaction costs of the combined companies directly related to the 
merger that would be expensed. Estimated merger,.transaction costs have been excluded from the pro forma income statement as they reflect non- 
recurring charges directly related to the merger. 
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UNAUDITED FlLNANCLcyL FORECASTS 

I 
X e  b e r g  and Progress Energy are including in this document certain fwancial forecasts that the respective managements of Duke Energy 

and Progress Energy prepared for their respective boards in connection with their annual strategic planning and budgeting process and their 

h t tp : / /wrvw.sec .gov /~c~v~s~e~~/da t l326  160/000 11 93 1251 1092517/ds4a~tm[4/21/201 I 1 1 2 6 4 9  AM] 



Amendment No. 1 to Form S-4 

consideration of the proposed merger. These financial forecasts also were provided to Duke Energy’s and Progress Energy’s respective f m c i a l  
advisors. See “The Merger-Opinions of Financial Advisors to Duke Energy” beginning on page E-] and “‘--opinions of Financial Advisors to 
Progress Energy” beginning on page [-I. The financial forecasts.were not prepared with a view toward public disclosure or compliance with 
published guidelines of the SEC or the American hti tute of Certified Public Accountants for preparation and presentation of prospective financial 
bC -nation or GAAP but, h the view of Duke Energy’s and Progress Energy’s respective managements, were prepared on a reasonable basis. The 
%----.ion of this infomation in this document should not be regarded as an iridication ,that any of Duke Energy, Progress Energy or any other 
recipient of this information considered, or now considers, it to be.necessarily predictive of actyl  future results. The incliision of h e .  financial 
forecaits: ixi this docwent does not constitute an admission or representation by Duke Energy or Progress Energy that such information is material. 

The. financial forecasts.ofDuke Energy and Progress Energy included in this document were prepared by;andare the responsibility of, D&e 
Energy management and Progress Ehergy managemen$ respectively, and are unaudited. .Neither ‘Duke Energy’s’ nor Progress Energy’s independent 
registered public accounting f;rm, nor any other independent.auditors,.have compded, examined or performed any procedutes with respect to the 
prospective f ~ c i a l  infonisation contained. in the fhancial forec.uk, .nor ,hire t&ey expressed any opinion or: given qy.fonis of as+rance on the 
f i c i a l ,  forecasts, or their achievability. They assume no responsibility for, and disclaim any association with, the prospective fhxicial 
information Furthermore, the financial forecasts: 

were prepared in December 2010; 

make numerous assumptions, as further described below, many of which are beyond.the control of.Duke Energy and Progress Energy 
and may not prove to be accurate, 

do not necessarily reflect revised prospects for Duke Energy‘s and Progress Energy’s buskesses, changes in general business or 
economic conditions, or any other transaction or event that has occurred or that may, occur and that was not anticipated at the time the 
forecasts were prepared, 

are not necessarily indicative of current values or future performance, which may be signi5cantly more favorable or less favorable than 
as set forth below; and 

are not, and should not be regarded as, a representation !;at the f i c i a l  forecasts will be achieved. 

These financial forecasts,were prepared by the respective managements.ofDuke Energy and.Progress Energy based on information they had 
at the time of.preparation and are not a guarantee of future performance. These financial forecasts were, in.general, prepared solely for use by 
Duke Energy’s and Progress Energy’s respective boardsand fmancial advisors and are subjective in many respects and thus subject to 
interpretation Neither Duke Energy nor Progress Energy can assure you that theimespective financial forecasts will be realized or that their 
rr 
ir, 

Ytive futqre financial results will not materially vary from such fmapcial forecasts. “he financial forecasts cover multiple years and such 
,nation by its nature becomes less predictive with each succeedmg year. 

The financial forecasts, do not take into account any circumstances or events occurring after the date they were prepared Duke Energy and 
Progress Energy do not intend to update or revise the financial forecasts. The f m c i a l  forecasts are forward-lookmg statements. For additional 
information on factors which may cause Duke Energy’s and Progress Energy’s future financial results to materially vary from those projected in 
the €inancia1 forecasts, see “Cautionary Statement Regarding Forward-Looking Statements” and “Risk Factors,” beginning on pages [-] and [-I, 
respectively. 
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Unaudited Financial Forecasts of Duke Energy 

December 31, 201 0, 2011, 201 2,201 3, 201 4 and 201 5, which projections we refer to, collectively, as the Duke Energy management case. Duke 
Energy management prepared the Duke Energy management case to assist the Duke Energy board of directors in its evaluation of the strategic 
rationale for the merger. Duke Energy also furnished the Duke Energy management case to its financial advisors. Duke Energy also fimished the 
Duke Energy management case to Progress Energy, which, in tum, furnished the Duke Energy management case to Progress Energy’s financial 
advisors. 

In the course of their mutual due diligence, Duke Energy provided Progress Energy with non-public f m c i a l  projections for the years e n h  

The key drivers of the Duke Energy management case include: 

approximately 5.8% average per annum growth of Duke Energy’s revenue from 2011 through 2015 based onDuke Energy 
management’s assessment of demand fundamentals, includmg 1% per annum increases in retail-load growth, and the outcome of Duke 
Energy-s rate cases in the various regulatory jurisdictions in which it operates; 

approximately 3.4% average per annum growth in the cost of maintenance and operations from 201 1 through 2015; and 

continued major construction efforts requiring significant capital expenditures, premised on the modernization of Duke Energy’s 
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regulated generating fleef including new coal, nuclear, gas and integrated gasification combined cycle facilities and the retirement of 
older coal units. 

Duke Energy Managwnent Case 

..%e following table presents the Duke Energy management case: 

Year Ended December 31, 
2010EW 2011E 2012E 2013E 2014E 2 0 1 s  

(in millions, except per share data) 
~ - - - - ~  

Revenue 
EBITDA(2) 
Capital Expenditures 
Earnings per Share ($/share) 
Dividends per Share ($/share) 

$14,093 $14,032 $15,458 $16,460 $17,220 $17,600 
5,270 5,186 5,540 6,180 6,473 6,747 
4,992 4,924 4,283 4,203 4,482 4,235 

$ 1.42 $ 1.35 $ 1.35 $ 1.43 $ 1.52 $ 1.56 
$ 0.97 $ 0.99 $ 1.01 $ 1.03 $ 1.05 $ 1.07 

(1) 

(2) 

Amounts for 201 0 were estimates made prior to the availability of actual results for the period and therefore differ from Duke Energy’s 
subsequently reported results. 
EBITDA is defined as earnings before interest, tau, depreciation and amortization, is a non-GAAP fmicial  measure and shouldnot be 
considered as an alternative to operating income or net income as a measure of operating performance or cash flows or as a measure of 
liquidity. EBITDA does not include the impact of any potential synergies or costs related to the merger. 

Unaudited Financial Forecasts of Progress Energy 

December 31, 201 0,201 1,201 2,201 3 and 201 4, which projections we refer to, collectively, as the Progress Energy management case. Progress 
Energy management prepared the Progress Energy management case to assist the Progress Energy board of directors in its evaluation of the 
strategic rationale for tlie merger. Progress Energy also furnished the Progress Energy management case to its fmancial advisors. Progress Energy 
also e h e d  the Progress Energy management case to Duke Energy, which, in turn, fimished the Progress Energy management case to Duke 
Energy’s financial advisors. 

In the course of their mutual due diligence, Progress Energy provided Duke Energy with non-public f m c i a l  projections for the years en* 

The key drivers and assumptions behind the Progress Energy management case include: 

modest retail sales growthinNorth Carolina, South Carolina andFlorida as well as effective management of operating andmaintenance 
costs; 
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favorable outcome of rate cases in Florida, North Carolina and South. Carolina. Both Progress Energy Carolinas and Progress Energy 
Florida assume increases effective in 2013. Progress Energy Carolinas also assumes an additional increase in 201 4 related to new 
generation assets placed in service at the end of 201 3; 

levels of capital expenditures; and 

equity issuances of $300mg%on per year in 201 1-2014. 

* 

Pr0gi.e~~ Energy Mmragement Case 

The following table presents the Progress Energy management case: 

Revenue 
EBITDAW 
Capital Exp. (incl. nuclear hel) 
Earnings per Share ($/share) 
Dividends per Share ($/sliare) 

Year Ended December 31, 
2010EI’) 2011E 2OlZE 2013E 2014E - -  

(in millions,per s h m i G  - 
$9,852 $9,192 $9,754 $10,593 $10,851 

3,005 2,946 3,095 3,580 3,785 
2,409 2,241 2,109 2,034 2,301 

$ 3.02 $ 3.05 $ 3.13 $ 3.22 $ 3.39 
$ 2.48 $ 2.48 $ 2.48 $ 2.48 $ 2.48 

(’ ‘ 

(2) 

Amounts for 201 0 were estimates made prior to the availability of actual results for the period and therefore differ from Progress Energy’s 
subsequently reported results. 
EBITDA is defined as earnings before interest, tax, depreciation and amortization, is a non-GAAP financial measure and should not be 
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considered as an alternative to operating income or net income as a measure of operating performance or cash flows or as a measure of 
liquidity. EBITDA projections do not include the impact of any potential synergies or costs related to the merger. 

Duke Energy’s Adjustments to the Progress Energy Management Case 

’rogress Energy management used assumptions about required cash contributions to the Progress Energy defined benefit plan when 
pr+iiing the Progress Energy management case described above under “-Progress Energy Management Case.” Duke Energy management 
adjusted the Progress Energy management case to reflect Duke Energy management’s assumptions about such required cash contributions. In 
addition, Duke Energy management extended the Progress Energy management case by one year, to include estimates for 2015, by assuming a 
reasonable rate of growth from 201 4 to 201 5. Duke Energy firmished the adjusted and extended Progress Energy management case to its f m c i a l  
advisors. 

The following table presents the Progress Energy management case, as adjusted and extended by Duke Energy management: 

Year Ended December 31, 
2010E(’) 2011E 20lZE 2013E 2014E 2015E ---- 

(in millions, meat DC share dah- 
- 

Revenue 
EBITDA(2) 
Capital Expenditures 
Adjusted Earnings per Share ($/share) 
Dividends per Share ($/share) 

. .  
$9,852 $9,192 $9,754 $10,593 $10,851 $1 

3,005 2,946 3,095 3,580 3,785 
2,409 2,241 2,109 5034 2,301 

$ 3.02 $ 3.04 $ 3.12 $ 3.19 $ 3.36 
$ 2.48 $ 2.48 $ 2.48 $ 2.48 $ 2.48 

1,095 
3,870 
2,352 
N/AQ 
N/Ao) 

(1) 

(2) 

Amounts for 2010 were estimates made prior to the availability of actual results for the period and therefore differ from Progress Energy’s 
subsequently reported results. 
EBITDA is defined as earnings before interest, tax, depreciation and amortization, is a non-GAAP f m c i a l  measure and should not be 
considered as an alternative to operating income or net income as a measure of operating performance or cash flows or as a measure of 
liquidity. EBITDA does not include the impact of any potential synergies or costs related to the merger. 
Duke Energy management did not calculate 201 5 estimates for Adjusted Earnings per Share or Dividends per s h e  when extending the 
Progress Energy management case. 

(3) 
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HLSTORICAL MARKET PRICES AND DIVIDEND INFORMATION 

Shares of Duke Energy’s common stock and Progress Energy’s common stock trade on the NYSE under the tickers “DUK” and “PGN,” 
respectively. The following table sets forth, on a per share basis for the periods indicated, the high and low sales price of shares of Duke Energy’s 
common stock and Progress Energy’s common stock as reported on the NYSE. Ln addition, the table also sets forth for the periods indicated the 
quarterly cash dividends per share declared by each of Duke Energy and Progress Energy with respect to their respective common stock. 

Fiscal Year Ending December 31,2011: 
Second Quarter (through April 5,201 1) 
First Quarter 

Fiscal Year Ended December 31,2010 
Fourth Quarter 
Third Quarter 
Second Quarter 
First Quarter 

Fiscal Year Ended December 31,2009: 
Four& Quarter 
Third Quarter 
Second Quarter 
F 2uarter 

Fiscal Year Ended December 31,2008 
Fourth Quarter 

Duke Energy Common Stock’ 
Cash 

Dividends 
Eli& LOW Declared (I) 

- $18.45 $18.19 
$18.48 $17.36 $ 0.245 

$18.60 $17.19 $ 0.245 
$18.08 $15.87 
$17.14 $15.47 $ 0.485 
$17.29 $16.02 $ 0.240 

__ 

$17.93 $15.33 $ 0.240 
$16.02 $14.10 
$14.83 $13.31 $ 0.470 
$15.96 $11.72 $ 0.230 

__ 

$17.99 $13.50 $ 0.230 

Progress Enu‘gy Common Stock 

High 

$46.92 
$46.83 

$45.61 
$44.82 
$40.69 
$41.35 

$42.20 
$40.05 
$38.20 
$40.85 

$45.60 

Low 

$46.26 
$42.55 

$43.08 
$38.38 
$37.13 
$37.04 

$36.67 
$35.97 
$33.50 
$31.35 

$32.60 

Chsh Dividends 
Dedared 

__ 

0.620 

0.620 
0.620 
0.620 
0.620 

0.620 
0.620 
0.620 
0.620 

0.620 
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Third Quarter 
Second Quarter 
First Quarter 

$45.52 $40.1 1 $ 0.615 $19.10 $16.77 
$19.20 $17.02 $ 0.450 $43.58 $41.00 $ 0.615 
$20.60 $17.00 $ 0.220 $49.16 $40.54 $ 0.615 

__ 

(1) Dividends declared by the board of directors of Duke Energy in the second quarter of each year were payable m the second and third quarter 
9f each year. Of the dividends declared in the second quarter, $0.23, $0.24 and $0.245 was paid in the third quarter of 2008,2009 and 2010, 
respectively. 

The information in the precedmg table is historical only. The market prices of shares of Duke Energy common stock and Progress Energy 
common stock will fluctuate between the date of this document and the completion of the merger. No assurance can be given concemmg the 
market prices of shares of Duke Energy common stock and Progress Energy common stock before the completion of the merger or Duke Energy 
common stock after the completion of the merger. Because the exchange ratio will not be adjusted to reflect changes in the market prices for 
shares of Duke Energy common stock and Progress Energy common stock, the market value of the consideration that Progress Energy Shareholders 
will receive in connection with the merger may vary si@icantly from the prices shown in the table above. Duke Energy and Progress Energy 
urge you to obtain current market quotations for shares of Duke Energy common stock and Progress Energy common stock before making any 
decision regarding the proposals contained in this document 
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COMPARISON OF S m H O L D E R  RIGHTS 

Upon completion of the merger, Progress Energy shareholders will receive shares of common stock of Duke Energy in exchange for their 

The rights of Duke Energy shareholders are, and the rights of shareholders of the combined company upon completion of the merger 
will be, governed by the Delaware General Corporation Law, which we refer to in this docunient as the DGCL, Duke Energy’s 
amended and restated certificate of incorporation and its amended and restated by-laws. 

The rights of Progress Energy shareholders are governed by the NCBCA, Progress Energy’s amended and restated’&cles of 
incorporation and its .by-laws, each as amended 

shares of Progress Energy common stock. 

The following table.summarizes rnaterial.differences between the rights of holders of Progress Energy common stock and Duke Energy 
common stock. This summary is qualified in its entirety’by reference to.the DGCL, the NCBCA, Duke Eaergy’s amended anctrestated certificate 
of incorporation, Duke Energy’s ‘amended and restated by-laws, .Progress Energy’s amended and restated articles of incorporation and Progress 
Energy’s by-laws, each as amended. For a more complete Fderst5nding of the differences between bekg a shareholder,of Progress,Energy and 
Duke Energy, you should carefully read this entire documentand the relevant piovisions of the DGCL and the NCBCA, Duke Energy’s Bmended 
and restated certificate of incorp.oration, Duke Energy’s:amended and restated by-laws, Progress Energy’~.amended and restated articles of 
incorporation and Progress Energy’s by-law, each & amended, which are incorporated by reference into thisdocument 

Progress Energy 
Corporate Governance 

Duke Enera 

Progress Energy’s amended and restated articles of incorporation, by-laws, 
each as amended, and North Carolina law, including the NCBCA, govern 
the rights of holders of Progress Energy common stock. 

Duke Energy’s amended and restated certificate of incorporation, 
amended and restated by-laws and Delaware law, includmg the 
DGCL, govern theriglib of holders of Duke Energy common stock. 

Authorized Capital Stock; Authority to Issue Capital Stock 

Progress Energy’s amended and restated articles of incorporation provide 
that the total number of shares of capital stock which may be issued by 
Progress Energy is 520,000,000, consistmg of 500,000,000 shares of 
common stock, no par value per share and 20,000,000 shares of preferred 
stock, no par value per share. All outstandmg shares of Progress Energy 
common stock are fully paid and nonassessable. As of the close of business 
on April 5,201 1,294,226,134 shares of Progress Energy common stock 
were issued and outstanding. 

Duke Energy’s amended and restated certificate of incorporation 
provides that the total number of slmres of capital stock whiclimay 
be issued by Duke Energy is 2,044,000,000, consisting of 
2,000,000,000 slmres of common stock, par value $0.001 per share 
and 44,000,000 shares of preferred stock, par value $0.001 per share. 
All outstandmg shares of Duke Energy common stock are fiiuy paid 
and nonassessable. As of the close of business on April 5,201 1, 
1,331,163,833 shares of Duke Energy common stock were issued 
and outstandmg. 

‘/ 

The NCBCA provides that a corporation’s board of directors must consist 

Number of Directors; Classification of Board of Directors 

The DGCL provides that a corporation’s board of directors must 
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of one or more individuals, with the number specified in or fixed in 
accordance with the articles of incorporation or by-laws. The NCBCA 
further provides that directors need not be residents of the State of North 
Carolina nor shareholders of the corporation unless the corporation's 
ar' ' s of incorporation or by-laws so provide. The articles of 

consist of one or more individuals, with the number fixed by, or in 
the manner provided in, the by-laws, unless the certificate of 
incorporation fwes the number, in which case a change in the 
number of directors may be made only by amendment of the 
certificate. The DGCL further provides that directors need not be 
shareholders of the corporation 
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incorporation and by-laws may also prescribe other qualifications for 
directors. 

The Progress Energy by-laws provide that the number of directors will not 
be less than 11 nor more than 15, as shall be determined by the affirmative 
vote of a majority of the whole board of directors, provided that, the 
number of directors shall not be reduced to a number less than the number 
of directors then in office unless such reduction shall become effective 
only at and after the next ensuing meeting of the shareholders for the 
election of directors. The Progress Energy board of directors is not 
classified, and the term of each member of the board expires at the next 
annual meeting of shareholders. 

Duke Energy 
unless the corporation's certificate of incorporation or by-laws so 
provide. The certificate of incorporation and by-laws may also 
prescribe other qualifications for directors. 

The . W e  Energy certificate of.incorporation provides 'that except as 
otherwise fuced or pursuant to the rights of the holders of any series 
of preferred stock, the number of directors will not be less tlm 9 nor 
more than 18, as may be fwed from time to, time by the board. The 
Duke Energy by-laws provide that a &rector must be a shaieholder 
of Duke Energy or become a shareholder of Duke Energy within a 
reasonable time after election to the Board. Upon completion of the 
merger, Duke Energy's boardof directors willconsist of 18 
directors. Duke Energy: expects that each of its 11 current directors 
&ll continue senring on its board upon the completion of %e merger, 
and Progress Energy expects &tM?. Johnson and six additional 
current members of its'board of directors will serve on the-board of 
directors .of Duke Energy upon completion of the merger, subject to 
such'individuals' ability ahd wilhgness to serve. The Duke Energy 
board of directors is not classified, and the term of each member of 
the board expires at the-next annual meeting of 'Shareholders. 

Vacancies on the Board and Newly Created Directorships 

The NCBCA provides that unless the articles of incorporation provide 
otherwise, if a vacancy occurs on a board of directors, including, without 
limitation, a vacancy resulting from an increase in the number of directors 
or &om the failure by the shareholders to elect the full authorized number 
of directors, the shareholders may fill the vacancy; or the board of directors 
may 611 the vacancy; or if the directors remaining in office constitute fewer 
than a quorum of the board, they may fill the vacancy by the affirmative 
vote of a majority of all the directors, or by the sole director, remaining in 
office. 

The Progress Energy articles of incorporation provide that, subject to the 
rights of the holders of any preferred stock then outstan& and any 
limitations set forth in the NCBCA, newly created directorship resulting 
from any increase in the number of directors and any vacancies on the 
boardresulting from death, resignation, disqudfication, removal or other 
cause will be filled solely (i) by the affirmative vote of a majority of the 
remaining directors then in office, even though less than a quorum of the 
board or (ii) at an annual meeting of 
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The.DGC;Z provides that, unless.otherwise'provided in the certificate 
of kcorppration or by-laws, vacancies.qnd newly. created 
d&ctorships.resulting from any increase ;1 the authorizednumber of 
directors may be filled by a majority of the directors then in office, 
although less than a quorum, or by a sole remaining director. The 
Duke Energy certificate of&co$orat%n provides that, subject to the 
rights of holders of m y  class or'series of preferied stock, newly 
created directorship resulhng from any hcrease. &-I tlie riumber.of 
dir;?cto* and any.vacancies on the board resulting &om death, 
resignation, disqudfication, removal or.other cause will be fdled 
only by the affirmative vote of a Wjorityof the remaining diiectors 
then in office, even though less than a quorum of the board. Any 
director elected to fill a vacancy onthe board will hold office until 
the next annual meeting of shareholdeis at which directors are 
elected arid untiltheir successors are duly elected and qualified, or 
until their earlier d e a ~  resignation, retirement, disqualification or 
removal. No decrease in the number of directors con&uting the 
board of directors will shorten'the term of any incumbent direcbr. 

I 
IL, .e of Content5 
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Progress Energy 
shareholders by the Shareholders entitled to vote on the election of 
directors. The Progress Energy by-laws provide that any director elected by 
the affirmative vote of a majority of the remaining directors then in office 
to r'T a vacancy on the board will hold office until the next annual m e e w  
0. 

elected 
reholders at which directors are elected and until their successor is 

Duke Energy 

Removal of Directors 

The NCBCA provides that unless the articles of incorporation or a by-law 
adopted by shareholders provide otherwise, any director or the entire board 
of directors may be removed, with or without cause, by the affmative 
vote of the holders of a majority of the votes entitled to be cast at any 
election of directors. 

Progress Energy's articles of incorporation provide that, subject to the 
rights of the holders of any preferred stock then outstandmg, any director 
may be removed with or without cause by the affirmative vote of a 
majority of the voting power of the then outstanding shares of capital stock 
of the corporation entitled to vote generally in the election of directors, 
voting together as a single voting group. 

The DGCL provides that any director or the entire board of directors 
may be removed, with or without cause, by the holders of a majority 
of the shares then entitled to vote at an election of directors, except 
in certain circumstances. Duke Energy's certificate of incorporation 
provides that a director may be removed by shareholders with or 
without cause, provided that subject to applicable law, any director 
elected by the holders of any series of preferred stock may be 
removed without cause only by the holders of a majority of the 
shares of such series of preferred stock. 

Quorum. for Meetings of Shareholders 

The NCBCA provides that unless the articles of incorporation, a by-law 
adopted by the shareholders, or the NCBCA provides otherwise, a majority 
of the votes entitled to be cast on the matter by the voting group constitutes 
a quorum of that voting group for action on that matter. Shares entitled to 
vote as a separate voting group may take action on a matter at a meeting of 
shareholders only if a quorum of that voting group exists. Once a share is 
represented for any purpose at a meeting, it is deemed present for quorum 
p ;es for the remainder of the meeting and for any adjournment of that 
m o u q  unless a new record date is or must be set for that adjourned 
meeting. In the absence of a quorum at the opening of any meeting of 
shareholders, suchmeeting may be adjourned from time to time by the 
vote of a majority of the votes cast onthe motion to adjourn; and subject to 
the by-laws, at any adjourned meeting any business may be transacted that 
might have been transacted at the original meeting if a quorum exists with 
respect to the matter proposed. 

Progress Energy's articles of incorporation and by-laws do not modify 
these provisions of the NCBCA. 
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The DGCL generally provides that a quorum for a shareholders 
meeting consists of a majority of shares entitled to vote present in 
person or represented by proxy at such meeting, unless tlie certificate 
of incorporation or by-laws of the corporation provide otherwise. 

Duke Energy's by-laws provide that unless otherwise expressly 
required by the certificate of incorporation or.applicable law, at  riny 
meeting of the shareholdeis, the presence in. person orby proxy of 
shareholders entitled to cast a majority of the votes entitled to be cast 
at such meeting will constitute a quorum for the entire meetmg 
notwithstanding the withdrawal of shareholders entitled to cast, a 
sufficient number of votes in perSon by proxy.to redbce the number 
of votes represented.at'the meeting below a quorum. Shares of Duke 
Energy's:capital stockbelonging to Duke Energy or to another 
corporation,:if a majority of the shares entitled to vote in an election 
of the directors of such other corporation is held by Duke Energy are 
neither to be counted for the purpose of determining the presence. of 
a quorum nor entitled to vote at any'meeting of the shareholdeis; 
provided, howevkr, that the foregoing does'not limit the right of 
Duke Energy to vote stock,.includmg Stock of Duke'Energy, held in 
a fiduciary capacity. 
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Voting Rights and Required Vote Generally 

The NCBCA provides that, unless the articles of incorporation provide 
otherwise, each o u t s t a n b  share, regardless of class, is entitled to one 
VO+- 9n each matter voted on at a shareholders meeting, except that absent 
si I circumstances, the shares of a corporation are not entitled to vote if 
they are owned, directly or indirectly, by a second corporation, domestic or 
foreign, and the first corporation owns, directly or indirectly, a majority of 

Tho DGCL provides that unless otherwise provided in a 
corporation's certificate of incorporation, each shareholder is entitled 
to one vote for each share of capital stock held6by such sliareholder 
The DGCL M i e r  provides that unless a corporation's certificate of 
incorporation or by-laws otherwise provides, directors of a 
corporation are electeclby a plurality of the votes of the shares 
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the shares entitled to vote for directors of the second corporation. The 
NCBCA further provides that unless the articles of incorporation, a by-law 
adopted by the shareholders, or the NCBCA provides otherwise, if a 
quorum exists, action on a matter (other than the election of directors) by a 
vr group is approved if the votes cast within the voting group favoring 
&- ,don exceed the votes cast opposing the action. With respect to 
election of directors, unless otherwise provided in the articles of 
incorporation or a valid shareliolders agreement directors are elected by a 
plurality of the votes cast by the shares entitled to vote in the election at a 
meeting at which a quorum is present. 

Progress Energy’s by-laws provide that when a quorum is present at any 
meeting of shareholders, all.matters, including .the election of directors, are 
to be decided by’the vote ofthe holders of’a majority of the outstanding 
stock having voting: power pr.esent in person or represented by proxy atthe 
meeting, unless the question is one upon which by express provision of any 
applicable statute or of ‘the articles of incorporation a different vote ;S 
required. 

present in person or represented by proxy and entitled to vote in the 
election at a shareholders meeting at which a quorum is present. The 
Duke Energy certificate of incorporation provides that the election of 
directors need not be by written ballot unless required by the by- 
laws. Except as otherwise required by the DGCL or by the certificate 
of incorporation or by-laws, under the DGCL, all matters brought 
before a shareholders meeting (other than the election of directors) 
require the affiiative vote of the majority of the shares present in 
person or represented by proxy and entitled to vote at that meeting at 
a shareholders meeting at which a quorum is present. 

Duke Energy’s by-laws provide that when a quorum is present at any 
meeting OF shareholders, all matters are to be decided by the vote of a 
majority of the total number of votes represented and enbtled to vote 
at such meeting, unless the matter is one upon which by express 
provision of law, the rules or regulations of any stock exchange or 
governmental or regulatory body applicable to Duke Energy, the 
certificate of incorporation or by-laws, a different vote is required. 
The Duke Energy by-laws provide that at each meeting of 
shareholders for the election of directors at which a quorum is 
present, the persons receiving the greatest number of votes, up to the 
number of directors to be elected, will be the directors. 

Votes on Mergers, Consolidations, Sales or Leases of Assets and Certain Other Transactions 

Under the NCBCA, a merger, share exchange, sale of all or substantially 
all of a corporation’s assets or voluntary dissolution must be approved by 
each voting group entitled to vote separately by a majority of all the votes 
entitled to be cast by each such voting group, unless a greater vote is 
required by the corporation’s articles or as otherwise provided by law. 
However, unless required by the articles of incorporation, approval is not 

Under the DGCL, a merger, consolidation or sale of all or 
substantially all of a corporation’s assets must be approved by a 
majority of the outstandmg stock of the corporation entitled to vote. 
However, unless required by its certificate of incorporation, approval 
is not required by the holders of the outstandmgstock of a 
constituent corporation surviving a merger iE 

r; 
CC. 

.ed by the holders of the outstandmg stock of a constituent 
,ration surviving a merger if: 

* except for certain amendments permitted by the NCBCA by a 
corporation’s board of 
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the merger agreement does not-amend in any respect its 
certificate of incorporation; 

each share of its stock outstandmg prior to the merger will 
be an identical share of stock following the merger; and 
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directors without shareholder approval, the merger agreement 
does not amend in any respect the corporation’s articles of 
incorporation; 

outstanding immediately before the effective date of the 
merger will hold the same shares, with identical preferences, 
limitations and relative rights, immediately after the effective 
date of the merger, 

* the number of voting shares outstanding immediately after the 
merger, plus the number of voting shares issuable as a result of 
the merger (eitlier by the conversion of securities issued 
pursuant to the merger or the exercise of rights and warrants 
issued pursuant to the merger), will not exceed by more than 
20% the total number of voting shares of the surviving 
corporation outstanding immediately before tlie merger, and 

the number of participating shares outstandmg immediately after 

each Shareholder of the corporation whose shares were 

Duke Energy 

either no shares of the surviving corporation’s common 
stock and no shares, securities or obligations convertible 
into such stock will be issued or delivered pursuant to 
the merger, or the authorized unissued-shares or treasury 
sllares of the surviving corporation’s common stock to 
be issued or delivered pursuant to the merger plus those 
initially issuable upon conversion of any other shares, 
securities or obligations to be issued or delivered 
pursuant to the merger do not exceed 20% of the shares 
of the surviving corporation’s common stock 
outstanding immediately prior to the effective date of the 
merger. 

Shareholder approval is not required for either the acquired or, in 
most cases, the acquiring corporation in a merger if the corporation 
surviving tlie merger is at least the 90% parent of the acquired 
corporation. If the 90% parent is not the surviving corporation, 
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the merger, plus the number of participating shares issuable as 
a result of the merger (either by the conversion of securities 
issued pursuant to the merger or the exercise of rights and 
warrants issued pursuant to the merger), will not exceed by 
more than 20% the total number of participating shares 
outstanding immediately before the merger. 

however, the otherwise required vote of at least a majority of tlze 
parent's outstandmg stock entitled to vote is required to approve the 
merger. No vote of the holders of the subsidiary's outstan- stock 
is required in these circumstances. 

The Duke Energy certificate of incorporation and by-laws do not 
m o w  these provisions of the DGCL. 

I 

Unless required by the articles of incorporation require othemise, 
shareholder approval is not required for either a parent corporation owning 
at least 90% of the outstanding shares of each class of a subsidiary 
corporation or such subsidiary corporation if the corporation surviving the 
merger is the subsidiary corporation. If the parent corporation owning at 
least 90% of the outstanding shares of each class of a subsidiary 
corporation is not the surviving corporation, the otherwise required vote of 
at least a majority of the parent's outstanding stock entitled to vote is 
required to approve the merger. No vote of the holders of the subsidiary's 
outstandmg stock is required in these circumstances. 

The Progress Energy articles of incorporation and by-laws do not modify 
these provisions of the NCBCA. 
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Business Combination or Anti-takeover Statutes 

The.North Carolina Shareholder Protection Act and the North Carolha 
Control Share Acquisition Act restrict business combinations with, and the 
a xlation of shares of voting stock of, certain North Carolina 
CL.. .xations. 

Progress Energy has elected not to be covered by the restrictions imposed 
by these statutes. As a result, these statutes.do not apply to Progress Energy 
or to, the mcrger. 

Section 203 of the D G G  is Delaware's business combination 
statu&. Section 203 is designed to protect publicly-traded.Delaware 
corporations, such as Duke Energy, from hostile-takeovers, by 
prohibiting a Delaware corporation from engaging in a."business 
combination" with a person beneficially o&g 15% or more of the 
corporation's v o w  stock for three.years f0vowhg:the time that 
'person becomes a 15%%erieficial owner, with certain eiceptions. A 
corporation may elect not to be governed by.S,ection 203 of the 
DGCL. 

Duke Energy has not opted out of the protections of Section 203 of 
theD&X. 

Shareholder Action by qrritten Consent 

The NCBCA provides that any action required to be taken at any annual or 
special meeting of shareholders of a corporation, or any action permitted to 
be taken at any annual or special meeting of such shareholders, may be 
taken without a meeting and without prior notice, if one or more unrevoked 
consents in writing, describing the action to be taken and delivered to the 
corporation for inclusion in the minutes or f ihg  witli the corporate 
records, is signed by all shareholders entitled to vote on the action. 

There is no provision for shareholder action by written consent in either the 
articles of incorporation or the by-laws of Progress Energy. 

The DGCL provides that unless otherwise provided in the certrficate 
of incorporation, any action required to be taken at any annual or 
special meeting of shareholders of a corporation, or any action which 
may be taken at any annual or special meeting of such shareholders, 
may be taken without a meeting, without prior notice and without a 
vote, if a consent or consents in writing, setting fortli the action so 
taken, is signed by the holders of outstanding stock having not less 
than the mhimun number of votes that would be necessary to 
authorize or take such action at a meeting at which all slmres entitled 
to vote thereonwere present andvoted. The Duke Energy certificate 
of incorporation allows for shareholder action by written consent if it 
is signed by all the holders of Duke Energy's issued and outstanding 
capital stock entitled to vote thereon 

Special Meetings of Shareholders 
( 

The NCBCA provides that a corporation will hold a special mee- of 
shareholders if called for by its board of directors or the person or persons 

The DGCL provides that special meetings of the shareholders may 
be called by the board of directors or by such persons as may be 
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authorized to do so by the articles of incorporatioii or the by-laws. Only 
business within the purpose or purposes described in the meeting notice 
required by the NCBCA may be conducted at the special meeting of 
shareholders. 

TI .ogress Energy by-laws provide that a special meeting of shareholder 
may be called for by a majority of the board of directors or of the executive 
committee, or by the chairman of the board of directors or the president of 
the corporation for any purpose, as stated in tlie notice of such special 
meeting. 
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authorized by the certificate of incorporation or by the by-laws. The 
Duke Energy by-laws provide that except as otherwise expressly 
required by the certificate of incorporation or applicable law and 
subject to the rights of the holders of any series of preferred stock of 
Duke Energy, special meetings of the shareholders or of any class OT 
series entitled to vote may be called for any purpose or purposes by 
the chajrman of the board of directors or by the board of directors 
pursuant to a resolution stating the purpose of the meeting. Any 
business properly brought before the meeting may be transacted at a 
special meeting. 

Table of Contents 

Progress Energy Duke Energy 
Amendments to Governing Documents 

The NCBCA provides that an amendment to a corporation’s articles of 
incorporation generally requires that, after adopting an amendment, the 
board of directors must submit the amendment to the shareholders for their 
approval and that the amendment must be approved by either a majority of 
all shares entitled to vote thereon or a majority of the votes cast tliereon, 
depending on the amendment’s nature, unless the articles of incorporation, 
a by-law adopted by the shareliolders or the board of directors require a 
greater vote. If the amendment affects the shares of a certain class or series 
of stock m a particular way, that class or series must approve the 
amendment separately. In accordance with tlie NCBCA, the board of 
directors may condition the proposed amendment’s submission on any 
basis. The NCBCA also provides that a corporation’s board of directors 
II mend or repeal the corporation’s by-laws, except to the extent 
obblwise provided in the articles of incorporation or a by-law adopted by 
the slxireholders or the NCBCA, and except that a by-law adopted, 
amended or repealed by the shareholders may not be readopted, amended 
or repealed by the board of directors ifneither the articles of incorporation 
nor a by-law adopted by the shareholders authorizes the board of directors 
to adopt, amend or repeal that particular by-law or the by-laws generally. 
The NCBCA also provides that a corporation’s shareholders may amend or 
repeal tlie corporation’s by-laws even though the bylaws may also be 
amended or repealed by its board of directors. 

The Progress Energy articles of incorporation provide that an amendment 
or restatement of tlie articles of incorporation requiring Shareholder 
approval shall be approved by a majority of the votes entitled to be cast by 
each voting goup that is entitled to vote on the matter, unless in 
submitting any such amendment or restatement to the shareholders the 
board of directors requires a greater vote. The Progress Energy articles of 
incorporation also provide that in furtherance of, and not in limitation of, 
the powers conferred by the NCBCA, the Progress Energy board of 
directors is expressly authorized and empowered to adopt, amend or repeal 
the by-laws of the corporation- Any such by-laws adopted by the board of 
directors may be altered, amended or repealed by the board of directors or 
by the affirmative vote of the holders of a majority of the voting power of 
the then-outstandmg voting stock, voting together as a single voting group 
The affirmative vote of tlie holders 

The DGCL provides that an amendment to a corporation’s certificate 
of incorporation requires that the board of directors adopt a 
resolution setting forth the proposed amendment and that the 
shareholders must approve the amendment by a majority of 
outstanding shares entitled to vote (and a majority of the outstan& 
shares of each class entitled to vote, if any). The Duke Energy 
certificate of incorporation provides that Duke Energy may 
supplement, amend, alter, change or repeal any provision contained 
in the Duke Energy certificate of incorporation in the manner then 
prescribed by Delaware law and the certificate of incorporation 
Notwithstanding the foregoing, the amendment provision ofthe 
certificate of incorporation and those provisions of the certificate of 
incorporation which address the number of directors and vacancies 
and newly created directorships may not be supplemented, amended, 
altered, changed, or repealed unless approved by the affirmative vote 
of the holders of at least 80% of the combined voting power of the 
then outstanding shares of stock of all classes of Duke Energy 
entitled to vote generally in the election of directors, voting together 
as a single class. 

The Duke Energy by-laws provide that.except’as otherivise expressly 
provided’in the certificate of incorporation, the by-1aws;or any of 
them, may &om tihe to’time be supplemented, amended or repealed, 
or new by-laws may be adopted, by the board at any regular or 
special meeting of the board, if such supplement, amendmeni, repeal 
or adoption is approved by a majority of the entire board (meaning 
the total number.of directors as Duke Energy would have absent any 
vacancies). Duke Energy’s certificate of incorporation provides &,at 
no by-laws may be adopted, repealed, altered or amended in any 
manner tlmt yould be inconsistent with the certificate of 
incorporafion. The Duke Energy board’s power to amend the by- 
laws includes the ability to amend by-laws adopted ,by the 
shareholders. 
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of a majority of the voting power of the then-outstandmg voting stock, 
VO+’ -,together as a single voting group also is required for the adopt of 

i ar+ jitional by-laws by the shareholders. Any by-law adopted, amended 
or repealed by the shareholders may not be readopted, amended or repealed 
by the board of directors unless the articles of incorporation or a by-law 
adopted by the,shareholders authorizes the board of directors to adopt, 
amend or repeal that particular by-law or the by-laws generally. 

Indemnification of Directors and Officers 

The NCBCA provides that a corporation may indemrufy its directors, 
officers, employees and agents against liabilities and expenses incurred in a 
proceedmg if the person conducted himself or herself in good faith and in a 
manner he or she reasonably believed to be, with respect to conduct in his 
or her official capacity with the corporation, in the best interests of the 
corporation, with respect to all other conduct, not opposed to the best 
interests of the corporation and with respect to any criminal proceeding, he 
or she had no reasonable cause to believe his or her conduct was unlawful. 
The NCBCA M e r  provides that no indemnification is available in 
respect of a claim in connection with a proceedmg by or in the right of the 
corporation in which the person has been adjudged to be liable to the 
corporation or in connection with any other proceeding charging 
impersonal benefit to him or her, whether or not involving action in his or 
her official capacity, in which he or she was adjudged liable on the basis 
that personal benefit was improperly received by him or her. Under the 
NCBCA, unless limited by its articles of incorporation, a corporation must 
indemnlfy its present or former directors and officers who were wholly 
successful, on the merits or otherwise, in the defense of any proceedmg to 
w’. ’ ’7 he or she was a party because he or she is or was a director or 
0. ~ of the corporation against any reasonable expenses incurred by him 
or her in connection with such proceeding. 

The Progress Energy by-laws provide that Progress Energy will i n d e e  
any past, present or future officer or director of the corporation, as well as 
persons who are serving at the request of the corporation as an officer or 
director of any other corporation., partnership, joint venture, trust or other 
enterprise, for and against such liabilities and expenses to the maximum 
extent allowed under the NCBCA. 
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The DGCL provides that a corporation may indemnify its officers, 
directors, employees and agents agaifst liabilities and expenses 
incuired in proceedings if the person acted in good-f&h a d  in a, 
manner he, or she reasonably believed to be in, or not opposed to, &e 
best interests of the corporation and, with respect to any criminal 
action, had no reasonable cause to believe.that the person’s conduct 
was unlawll. The DGCL. M e r  provides that no indemnification is 
available in respect of a claim as to which the person has been 
adjudged to .be liable to the corporation, unless apd only to theextent 
that a’court determhes,that jn view of all the circumstances, such 
person is fairly andreasonably entitledto indemnity for such 
expenses that the court.deems proper. Under the DGCL, a Delaware 
corporation must indemrufy its present or former directors and 
officers against expenses (includmg attorneys’ fees) actually and 
reasonkbly incurred to the extent that the ofkcer.or director has been 
successfulon the merits. or otherwise in defense of any action, suit or 
proceeding.brought against him or her by reason of the fact that he or 
she is or was a director or. officer of the corporation. 

The’Duke Energy by-laws provide that Duke Energy will indemnify 
any person who was or is a party or is threatened to be made a party 
to any threatened, pendmg or completed action or suit by or in the 
right of Duke Energy to procure a judgment @ its favor by reason of 
the fact.,that such person is or was a director or officer of the 
corporation, or is or was a director or offker of the corporation 
serving at the request of Duke Energy as a director, officer, 
employee or agent of another corporation, partnership, joint venture, 
trust or other enterpike if such person acted 3goodfaith, in a 
mgmer such person reasonably believed to be 
the best interests of Duke 

or not opposed to 
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The Progress Energy by-laws also provide that Progress Energy will 
indemrufy any such officer or director, as well as persons who are serving 
at the request of the corporation as an officer or director (or in any position 
of similar authority, by whatever title known) of any other corporation, 
partnership, joint venture, trust or other enterprise and any person who at 
any time serves or has served as an individual trustee or administrator 
under any employee benefit plan, against all reasonable expenses, 
i r  b g  attorney’s fees, and the payments made in satisfaction of any 
j i  money decree, fine, penalty or settlement, actually and 
necessarily incurred in connection with any pending, threatened or ’ 

Duke Energy 
Energy, and with respect to any criminal action or proceeding, had 
no reasonable cause to believe his conduct was unlawful. Any 
indedicat ion will be made only as authorized by Duke Energy in 
the specific case upon a determination that indedication of the 
present or former director or officer is proper in the circumstances, as 
further detailed in the Duke Energy by-laws. To the extent that a 
present or former director or officer of the corporation has been 
successful on the merits or otherwise, Duke Energy will indemmfy 
such person against expenses actually andreasonably incurred in 
connection therewith, without the necessity of authorization in the 
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completed action, suit or proceedmg, whether civil, criminal, 
administrative or investigative, and whetlier or not brought by the 
corporation or on behalf of the corporation in a derivative action, s e e m  
to hold him or her liable by reason of or arising out of his or her status as 
sir 
ho,. dfer, that the corporation shall not indemrvfy any person against 
liability or litigation expense he or she may incur on account of his or her 
activities which were at the time taken known or believed by him or her to 
be clearly in conflict with the best interests of the corporation 

his or her activities in any of the foregoing capacities; provided, 

specific case. 

The Progress Energy by-laws also provide that the corporation may, in its 
sole discretion, wholly or partially indemnify any employee or agent of the 
corporation to the same extent as provided in the by-laws for officers and 
directors of the corporation. 

Limitation of Personal Liability of Directors 

The NCBCA provides that a director of a corporation shall not be liable for 
any action taken as a director, or any failure to take any action, if he or she 
performed the duties of his or her office in compliance with the 
NCBCA. The NCBCA also provides that a corporation may limit or 
eliminate a director’s personal liability arising out of an action whether by 
or in the right of the corporation for monetary damages for breach of duty 
as a director, except with respect to acts or omissions that the director at 
the time of such breach knew or believed were clearly in conflict with the 
best interests of the corporation, any liability for unlawful distributions, 
any transaction from which the director derived an improper personal 
benefit, or acts or omissions occming prior to the date such provisions of 
the N B C A  became effective. 

The DGCL provides that a corporation may. include in its certificate 
of incorporation a provision eliminating the liability of a director to 
the corporation or. i&, shareholders for monetary damages for a 
breach of the director’s fiduciary duties, except liability for any 
breach ,of the director’s duty of loyalty to the corporation’s 
shareholders, for acts or omissions not in good faith or that involve 
intentional misconduct.or knowing violation.of law, under Section 
174 of the DGCL (which deals generally with unla&,payments of 
dividends, stock repurchases and redemptions), and for my 
transaction from which the director derived  ai^ iniproper personal 
benefit. 

The Duke Energy certificate of incorporation provides that except to 
the extent elimination or limitation of liability is not permitted by 
applicable law, no director of Duke Energy will be personally 
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The Progress Energy articles of incorporation provide that a director of the 
corporation shall not be liable to the corporation or any of its shareholders 
for monetary damages for breach of duty as a director, to the fullest extent 
permitted by the NCBCA. In addition, the Progress Energy by-laws 
provide that no past present or future director or officer of the corporation 
(or his or her heirs, executors, and administrators) shall be liable for any 
act, omission, step or conduct taken or had in good faith that (whether by 
condition or otherwise) is required, authorized or approved by any order or 
orders issued pursuant to: PUHCA, the Federal Power Act or any state 
statute regulating the corporation or its subsidiaries by reason of their being 
public utility companies or subsidiaries of public utility holdmg 
companies, or any amendments to the foregoing laws. 

Duke Energy 
liable to Duke Energy or its shareholders for monetary damages for 
any breach of fiduciary duty in such capacity Any repeal or 
modifcation of this provision by the shareholders of Duke Energy 
will not adversely affect any right or protection of a director of Duke 
Energy existing at the time of such repeal or modification with 
respect to acts or omissions occurring prior to such repeal or 
moddkation 

Preemptive Rights 

The Progress Energy shareholders do not have preemptive rights. Thus, if 
additional shares of Progress Energy common stock are issued, the current 
holders of Progress Energy common stock will own a proportionately 
s r  ’ler interest in a larger number of outstanding shares of common stock 
d, extent that they do not participate in the additional issuance. 

The Duke Energy Shareholders do not have preemptive rights. Thus, 
if additional shares of Duke Energy common stock are issued, the 
current holders of Duke Energy common stock will ovirll a 
proportionately smaller interest in a larger number of outstandmg 
shares of common stock to the extent that they do not participate in 
the additional issuance. 
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Dividends and Stock Repurchases 

The NCBCA provides that, subject to any restrictions in a corporation’s 
articles of incorporation, a corporation’s board of directors may authorize 
and the corporation may make distributions to its shareholders provided 
tl 1 the corporation is able to pay its debts as they become due in the 
usLwl course of business, and (5) the corporation’s total assets are greater 
than the sum of its liabilities plus the amount that would be needed, if the 
corporation were to be dissolved at the time of the distribution, to satisfy 
the preferential rights upon dissolution of shareholders whose preferential 
rights are superior to those receiving the distribution 

Progress Energy’s articles of incorporation also restrict the corporation’s 
abilig to declare and pay or set apart for payment any dividends (other 
than dividends payable in common stock or other stock of the corporation 
ranking junior to the preferred stock as to dividends) or make any other 
distribution on such junior stock if, at the time of making such declaration, 
payment or distribution, the corporation is in default with respect to any 
dividend payable on, or any obligation to redeem, any shares of preferred 
stock. 

The DGCL provides that, subject to any restrictions in a 
corporation’s certificate of incorporation, dividends may be declared 
from the corporation’s surplus, or, if there is no surplus,..fiom itsnet 
profits for, the fical year in which the dividend is declared and for 
&e prece- fical year. Dividends may not be declged out of net 
profits, h.owever, .if the.corporatioh’s, capital has been.diminished to 
& amount less than .the aggregate am&t of.all capital represented 
by the issued and outs&ding stockof all classes having a preference 
upon the distribufion of ‘assets until the deficiency h the amount of 
capital represented by the issued and outstanding stock of all’classes 
having a preferenceupoii the dis&bufion of: +Sets is repaired 
Fuitheqtiore, the DGCL generally provides that a corporation may 
redeem or repurchase its .shares only if the redemption or repurchase 
would not impairthe capital of the corporation. Subject to the rights, 
if any, of the holders of any class or series of prefened stock or any 
class or series of stock having a preference over or.the right to 
par&ipate with the ~ o q m o n  stock with respect to the payment of 
diiridends, Duke Energy’s, certificate of incoiporation places no 
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ProgeSs Energy Duke Energy 
additional restrictions on the ability of its board of directors to 
declare dividends or redeem or repurche shares of its capital stock. 

Record Date for Determining Shareholders Entitled to Vote 

P. 
the board of directors may fx a future date as the record date for the 
purpose of determining shareholders entitled to notice of or to vote at any 
meeting of shareholders or any adjournment thereof, to receive payment of 
any dividend, or in order to make a determination of shareholders for any 
other proper purpose. Suchrecord date may not be more than 70 days 
before the meeting or action requiring a determination of shareholders. 
When a determination of shareholders entitled to vote at any meeting of 
shareholders has been made, the by-laws provide that such determination 
shall apply to any adjournment thereof unless the board of directors fixes a 
new record date, which it shall do if the meeting is adjourned to a date 
more than 120 days after the date fxed for the original meeting 

mitted under the NCBCA, the Progress Energy by-laws provide that As permitted under the DGCL, the Duke Energy by-laws provide 
that in order that the corporation may determine the shareholders 
entitled to notice of or to votk at any. meeting of .shareholders or any 
adjournment thereof, the board of directors may fuc: a record date, 
which record date may not precede the date upon which the 
resolution f h g  the .record date is adopted by the board of directors, 
and which record date may not be more tim 60 nor less than I O  days 
before the date of su& meeting. If ‘the botxd does not f;x a record 
date, the record datr; for deteminiyg shilieholders entided to vote at 
a meeting of shareholders is the close of business on the.day next 
preceding ‘the day -on which the meeting is to be held. 

Notice of Shareholders Meetings 

As permitted under the NCBCA, Progress Energy’s by-laws provide that 
the Corporation must notify shareholders between 10 and 60 days before 
any annual or special meeting of the date, time and place of the meeting. A 
notice of a special meeting must state the purpose or purposes for which 
the special meeting is called 

As permitted under the DGCL, Duke Energy’s bylaws provide that, 
unless otherwise provided by law, Duke Energy must no@ 
shareholders between 10 and 60 days before any annual or special 
meeting of the h e  and place of the meeting. A notice of a special 
meeting must state the purpose or purposes for which the special 
meeting is called Notices may be given by electronic transmission to 
the fullest extent permitted by the DGCL in a form of electronic 
transmission to which the shareholder has consented 

Advance Notice of Shareholder Nominations for Director Candidates and Shareholder Proposals 

Under the Progress Energy by-laws, a shareholder who is a holder of 

ry 
br, L7 ousiness before the meeting and nominate persons for election to the 
board of directors. To be timely, a shareholder’s notice of their intent to 

Under the Duke Energy by-laws, a shareholder who is a holder of 
record and is entitled to vote at an annual meeting of shareholders 
may bnng business before the meeting and nominate persons for 
election to the board of directors, subject to the rights of holders of 

’ and is entitled to vote at an annual meeting of shareholders may 
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bring business before a n  annual meeting must be received by the Secretary 
of Progress Energy at the principal executive offices of Progress Energy no 
later than the close of business 60 days prior to the anniversary date of the 
immediately precedmg annual meeting, and a shareholder's notice of a 
nc-%ation of persons for election to the board of directors must be 
n 

any class or series of prefened stock, by giving notice as described 
below. The shareholder must give Written notice to the Secretary of 
Duke Energy, by mail or personal delivery at the principal executive 
offices of Duke Energy, not less than 90 days nor more than 120 
days prior, to the anniversary date of the immediately precedmg 
annual meeting, except that in the event that the date of the annual 
meeting is 

ed, either by personal delivery or by United States 
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Progress ~nergY 
registered or ceicified mail, postage prepaid, by the Secretary of Progress - . _ _ _  
Energy at the principal executive offices of Progress Energy no later than 
the 120th calendar day prior to the anniversary, of the date the corporation's 
annual proxy statement was released to shareholders in connection with 
the previous year's annual meeting. The public announcement of an 
a d j o m e n t  or postponement of an e u a l  meeting or the fact ,&at an 
annual meeting is held after the e v e r s a r y  of the preceding, annual 
meeting will not commence a new &ne period for'the.giving of.either such 
shareholder notice. A shareholder's notice must set forth as to eachmatter 
the shareholder proposes to brmg before the meeting (i) a brief description 
of the business desired to be brought before the annual meeting, (2) &e 
reasons for ConductGig such business at the annual meeting, (iii) the name 
and address of the shareholder and beneficial owner, .if any, on whose 
behalf the proposal is made, (iy) the class and number of shares of the 
corporation which are owned by the shareholder and such beneficial owner; 
(v) a representation that h e  shareholder is a holder of record of shares of 
t l ~ p  -7rporation entitled to yore at such meeting and intends to appear in 
p i or by proxy 'at the meeting to propose such bixiiness and (vi) any 
material interest of the shareholder and such b,eneficial owner 'in such 
business. .A shareholder's notice with respect tq a nomination. of a person 
for election to the'board of directors must set forth (i) thename and 
.address of record of the shareholder who intends to make the nomination, 
the beneficial owner, if any, on whose behalf the nomination is made gnd 
of the person or persoix to be nominated, (ii) the class and number of 
shares of the corporation that are owned by the sheholder and such 
beneficial owner, (E) a-representation &at the shareholder is a holder of 
record of shares of the corporation entitled to vQte at such meeting and 
intends to appear in person or by proxy at the meetmg to nominate 'the 
person or persons specified in the notice, (iv) a description of all 
arrangements, understandings or relationships between the slmreholder and 
each nominee and any other person'or persons (naming such person or 
persons) pursuant to which the nomination or nominations are to be made 
by the shareholder and (v) such other information regarding each nominee 
proposed by such shareholder as would be required to be disclosed in 
solicitations of proxies for election of directors in an election contest, or is 
otherwise required to be disclosed, pursuant to the proxy rules of the SEC, 
had the nominee been nominated, or inten.ded to be nominated, by the 
board of directors, and 

Duke Energy 
more than 30 days before or 'more than GO days after such 
anniversary date, notice by the shareholder to be timely must be 
received not later than the tenth day following the day on which 
notice of the date of theannual meeting was mailed or public 
anno$cement of the date ofthe meeting is first made by Duke 
Energy, whichever f i t  occurs and, in the case of an, election of 
directors to be held at a special meeting of Duke Energy 
shareholders, not earlier than the 90th day prior to such special 
meeting and not later than the later of the 60th day prior to such 
special meeting or the tenth day following the day on which public 
aimouncement ofthe date of the,spedial meeting and of the nominees 
to be elected at such meeting is first made. A public announcement 
of an adjoumment of an annual meetirg will not start a new time 
period for the giving of notice. A notice must set forth a brief 
description of the business desired to be brought before the meeting 
and the reasons for conducting such business a t  the annual meeting, 
and if such business includes a proposal to amend the organizational 
documents of the company, a text of the proposed amendment; the 
name and address, as they appear on the company's books, of the 
shareholder proposing such business; the class and number of shares 
of the company that the slmreholder owns beneficially; any material 
interest of the shareholder in such bushess; and, if the shareholder 
intends to solicit proxies in support of the proposal, a representation 
to that effect A notice with respect to a nomiixttion of a person for 
.election to. the board of directors must set forth the name and address 
of the shareholder who,intends to make the nomjnation, a 
representation that the shareholder is a holder of record.of stock of 
Duke Energy entitled to vote at such meeting and intends to appear 
at the meeting to make thenomination, a description of all 
arrangements or understandings between the sheholder, the 
nominee and any other person with respect to the nomination, such 
other i.n€ormation.regarding such nominee as would be required to be 
included in a proxy 'statement filed pursuant to the proxy rules of the 
SEC had the nomination been made by the Duke Energy board of 
directors, &e consent of each nominee to serve as a director if elected 
and if the shareholder Atends to solicit proxies iri support of the 
nomination, a representation to that effect. 

If the shareholder does not appear or send a quakfied representative 
to present the proposal at the annual meeting, the company need not 
present such proposal 
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Progress Energy Duke Energy 
shall include a consent signed by each such nominee to serve as a director 
of the corporation if so elected 

Ir. ~I event that a shareholder attempts to bring business before a meeting 
without comply&m with these procedures, such business will not be 
transacted at such meeting, and in the event that a shareholder attempts to 
nominate any person for the board of directors without complying with 
these procedures, such person shall not be nominated and shall not stand 
for election at such meeting. 

for a vote, notwithstandmg that proxies in respect of suchvote may 
have been received by the company. Only persons nominated in 
accordance with the above provisions are eligible to serve on the 
Duke Energy board of directors. 

i 

Shareholder Inspection of Corp.orate Records 

Under the;NCBCA, a complete liskofthe Shareholders edited to vote at a 
shareholders meeting must be available for shareholder inspection 
beginning two business days aker notice of the shareholders meeting is 
given, and continuing through the meeting at the corporation’s.principal 
office or at a place identifizd &I the meeting notice &I the city where the 
meeting will be held 

The’DGCLprovides any shareholder with the,right to’inspect the 
company’s stock ledger, shareholder lists and other books and 
records for a purpose reasonably related to the person’s interest as a 
shareholder; A complete list of the shareholders entitled to’ vote at a 
shareholders . .  meeting must available for shareholder inspection at 
least 10, days before the meeting. 
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LEGAL MATTERS 

The validity of the shares of Duke Energy common stock to be issued in the merger will be passed upon by Wachtell, Lipton, Rosen & Katz. 
Certain US. federal income tax consequences relating to the merger and the transactions contemplated by the merger agreement will be passed 
upon by Hunton & Williams LLP for Progress Energy and by Wachtell, Lipton, Rosen & Katz for Duke Energy. 

EXPERTS 

The consolidated fmcial.statementsand the related fuiancial statement schedules bcorporated by reference from Duke Energy’s Annual 
Report on Form 10-K for the year ended December 3T, 201 0, anathe effectiveness of Duke Energy’s internal control over. f m c k l  reporting have 
been audited by Deloitte & Touche LLP? an independent registered public accounting fm, as stated’ in their report, which is incorporated herein by 
reference. Such fmancial statements and financial statement schedules have been so incorporated in reliance upon tlie report of such firm given 
upon tliciir authority as experts in ac,counting and audiiing. 

The consolidated financial ,statements and the related fuiancial statement schedule iricorporated by reference &om Progress Energy’s’ Annual 
Repod on Form 10-K for the year ended December 31,, 201 0, and the effectiveness of Progress Energy’s internal.contro1 over financial, reporting 
have been audited by Deloitte & Touche LLP, an independent registered public’accounting,firm, as stated in their reports, which are incorporated 
herein by reference. Such financial statements and financial statement schedule have beenso.incorporated in reliance upon the reports ofsuch firm 
given upon their authority ‘as experts in accounting and auditing. 

DATES FOR SUBMISSION OF SEL4lXEXOLDER PROPOSALS FOR 2012 ANNUAL MEETINGS 

Duke Energy 

Duke Energy will hold an  annual meeting in 201 2 regardless of whether the merger has been completed. 

For inclusion in the proxy statement and form of proxy relating to the Duke Energy 2012 annual meeting of shareholders, shareholder 
proposals submitted pursuant to Rule 14a-8 of the Exchange Act must have been received by Duke Energy not later than November 19, 201 1 (or, 
if Duke Energy were to reschedule the Duke Energy 2012 annual meeting of shareholders on a date that is not within 30 days of May 5,2012, the 
anniversary of the Duke Energy 201 1 annual meeting of shareholders, not later than a reasonable period of time before Duke Energy begins to print 
and send its proxy materials for the its 2012 annual meeting of shareholders). 

A Duke Energy shareholder who otherwise intends to present business at the Duke Energy 2012 annual meeting of shareholders, or who 
v\ ,s to nominate a person for election to the Duke Energy board of directors, must comply with Duke Energy’s bylaws Duke Energy’s bylaws 
require, among other things, that for nominations of persons for election to the Duke Energy board of directors or the proposal of business not 

I 
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included in Duke Energy’s notice of the meeting to be considered by the Duke Energy shareholders at an annual meeting, a Duke Energy 
shareholder must give timely writtennotice thereof. To be timely for the Duke Energy 2012 annual meeting of shareholders, Duke Energy’s 
corporate secretary must receive that notice not earlier than January 5,201 2 and not later than February 4,201 2. However, if the Duke Energy 
2012 annual meeting of shareholders is advanced by more than 30 days, or delayed by more than 60 days, from May 5,2012, then the notice must 
bt. livered not later than the close of business on the 10th day following the day on which notice of the date of the annual meeting was mailed or 
PL- - announcement of the date of suchmeeting is first made by Duke Energy, whichever OCCUIS first. The Duke Energy shreholders notice must 
contain and be accompanied by 
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certain information as specified in Duke Energy’s bylaws. Duke Energy reserves the right to reject, rule out of order or take other appropriate 
action with respect to any proposal that does not comply with these or other applicable requirements. 

Progress Energy 

Progress Energy will hold an annual meeting in 201 2 only d the merger has not already been completed. 

For inclusion in the proxy statement and form of proxy relating to the Progress Energy 201 2 annual meeting of shareholders, shareholder 
proposals submitted pursuant to Rule 14a-8 of the Exchange Act must have been received by Progress Energy not later than December 2,201 1 (or, 
ifprogress Energy were to reschedule the Progress Energy 201 2 annual meeting of shareholders on a date that is not within 30 days of May 11, 
2012, the anniversary of the Progress Energy 201 1 annual meeting of shareholders, not later than a reasonable period of time before Progress 
Energy begins to print and send its proxy materials for its 201 2 annual mee- of shareholders). 

A Progress Energy shareholder who otherwise intends to present business at the Progress Energy 2012 annual meeting of shareholders, or 
who wishes to nominate a person for election to the Progress Energy board of directors, must comply with Progress Energy’s bylaws Progress 
Energy’s bylaws require, among other things, that for nominations of persons for election to the Progress Energy board of directors or the proposal 
of business not included in Progress Energy’s notice of meeting to be considered by the Progress Energy shareholders at an annual meeting, a 
Progress Energy shareholder must give timely written notice thereof. To be timely for the Progress Energy 201 2 annual meeting of shareholders, 
P :ss Energy’s corporate secretary must receive that notice not later than December 2, 2011, and Progress Energy’s corporate secretary must 
r t  i e  notice of a Progress Energy shareholder’s intention to present other business not later than March 12, 201 2. The Progress Energy 
shareholders notice must contain and be accompanied by certain information as specified in Progress Energy’s bylaws Progress Energy reserves 
the right to reject, rule out of order or take other appropriate action with respect to any proposal that does not comply with these or other applicable 
requirements. 

T V H E R E  YOU CAN FIM) MORE mORMATION 

Duke Energy and Progress Energy file annual, quarterly and current reports, proxy statemen@ imd ofher inforination with the SEC: You may 
read and copy any of this inforxqation at the SEC’s Public Reference Room at 100 F SWef N.E., Room 1580, Washington, D.C. 20549. Please call 
the SEC at 1 -800-SEC-0330 for further information on the Public Reference Room. The SEC also maintains an Internet website that contains 
repprts, proxy and information statements, and other information regardmg issuers, including Duke Energy and Progress Energy, who file 
electronically with the SEC. The address of that site is www.sec.gov. 

Investors may also consult Duke Energy’s or Progress Energy’s respectiire websites for more information concerning the mergefdescribed in 
this document Duke Energy’s website is www.duke-ew+gy.cork Progress Energy’s website is progress-energy.com. We provide additional 
information at http:/!lww.dulce-energy.com/progress-energy-merger/. We do not incorporate by reference into this document information 
included on these websites. 

Duke Energy ‘has filed with the SEC a registration statement to register the shares of Duke Energy common stock to be issued toProgress 
Energy shareholders in connection with the merger. This document f o e s  a part of that registration statement and constitutes a prospectus of Duke 
Energy, in addition to being a proxy statement of Duke Energy for its. special shateholder meeting and of Progress Energy for its special 
shareholder meeting. The registration statement, including the ‘attached exhibits and schedules, contains additional relevant information about Duke 
Energy common stock. The rules and regulations of the SEC allow Duke Energy and Progress Energy to omit certain information included in the 
registration statement from this document 
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In addition, the SEC allows Duke Energy and Progress Energy to disclose important information to you by referring you to other documents 
filed separately with the SEC. This information is considered to be a part of this document, except for any information that is superseded by 
information included directly in this document 

IlGs document incorporates by reference the documents listed below that Duke Energy and Progress Energy have previously filed with the 
S ~ G ;  provided, however, that we are not incorporating by reference, in each case, any documents, portions of documents or information deemed to 
have been furnished and not filed in accordance wi@ SEC rules. They contain important information about Duke Energy and Progress Energy, the 
financial condition of each company and other matters. 

Duke Energy filings @le No. 001-32853) 

Annual Report on Form 10-K 

Proxy Statement on Schedule 14A 

Current Reports on Form%-K 

Description of Duke Energy common stock 

Progrcss Energy Fiings (Elk No. 001-15929) 

Ann& Report on Form 1 C-K 

Proxy Statement on Schedule 14A 

C it Reports on Form 8-K 

Pkriod 

Filed onFebruary 25,201 1 for the fiscal year ended December 3 1,  
2010 

Filed onMarch 17,201 1, in connection with the solicitation of 
proxies for the Duke Energy 201 1 annual meeting of shareholders 

FiledonJanuarylO,2011, Jan~11,2011,Jan~ary13,2011,  
January 26,201 1, February 17, 201 1, February 22,201 1, March 11, 
201 I, April 1,201 1, April 5,201 1 and [-I, 201 1 (other than 
documents or portions of those documents not deemed to be filed). 

Contained in Item 8.01 of Duke Energy’s Form 8-K filed on April 4, 
2006. 

&nod 

Filed onFebruary 28,201 1 for the ffical year ended December 31, 
201 0, as amended by Annual Report on Form 10-WA filed on March 
17,2011. 

Filed on March 31,201 1, in connection with the solicitation of 
proxies for the Progress Energy 201 1 annual meeting of 
shareholders. 

Filed on January 10,201 1 (including Items 8.01 and 9.01), January 
10,201 1 (including Items 1.01,5.02 and 9.01), January 18, 201 1, 
January 21,2011, February 18, 2011, February 25,2011, March 15, 
201 1, March 21,201 1, April 4,201 1 and [-I, 201 1 (other than 
documents or portions of those documents not deemed to be filed). 

This document also incorporates by reference all additional documents that may be filed by Duke Energy and Progress Energy with the SEC 
under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act between the date of this document and the later to occur of the date of the Duke 
Energy special meeting and the date of the Progress Energy special meeting. These include periodic reports, such as Annual Reports on Form 10- 
K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, as well as proxy statements (other than portions of those documents 
deemed to have been furnished and not filed). 

Progress Energy has supplied all information relating to Progress Energy; Duke Energy lm supplied all information relating to Duke Energy. 
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Duke & e r g  and Progress Energy shareholders can obtain any document incorporated by reference into this document &om the companies 
without charge, excluding all  exhibits, except that if the companies have specifically incorporated by reference an exhibit in this document, the 
exhibit will also be provided without charge by requesting them in writing or by telephone from the appropriate company at the following 
addresses and telephone numbers: 

Duke Energy Corporation 
shareholders should contact 

1, Georgeson Inc. 
199 Water Street, 26th Floor 

Progress Energy, he. 
shareholders should contact 

Inniskee M&A Incorporated 
501 Madison Avenue, 20th floor 
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New York, New York 10038 
Shareholders call toll fiee: (800) 509-0984 

Banks and brokers call collect: (212) 440-9800 

New York, New York 10022 
Shareholders call toll-fiee: (877) 750-9499 

Banks and brokers call collect: (21 2) 750-5833 

You should rely only on the information contained or incorporated by reference into this document. We have not authorized anyone to 
F 
y~ Aiould not rely on it. If you are in a jurisdiction where offers to exchange or sell, or solicitations of offers to exchange or purchase, the 
securities offered by this document or the solicitation of proxies is d a w f i i l  or if you are a person to whom it is unlawful to direct these types of 
activities, then the offer presented in this document does not extend to you. This document is dated [-I, and the information contained in this 
document speaks only as of such date. You should not assume that the information contained in this document is accurate as of any date other than 
that date. Neither the mailing ofthis document to Duke Energy and Progress Energy shareholders nor the issuance of Duke Energy common stock 
in the merger create any implication to the contrary. 

'de you with information that is different from wlmt is contained in this document. Therefore, if anyone does give you information of this sort, 
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AGREEMENT AND PLAN OF MERGER, dated as of January 8,201 1 (this “&~eement”), by and among DUKE: ENERGY 
CORPORATION, a Delaware corporation (“Duke”), DIAMOND ACQUISITION CORPORATION, a North Carolina corporation and a direct 
wholly-owned subsidiary of Duke PMerger Sub”), and PROGRESS ENERGY, INC., a North Carolina corporatron (“Pro~ess”). 

WHEREAS, the respective Boards of Directors of Duke and Merger Sub have approved this Agreement, and deem it advisable and rn the 
best interestr, of their respective stockholders to consummate the merger of Merger Sub with and into Progress on the terms and conditions set forth 
herein (the “Merger”), and the Board of Directors of Duke has determined to recommend to the stockholders of Duke that they approve an 
amendment to the Amended and Restated Certificate of Incorporation of Duke providing for a reverse stock spM and that they approve the issuance 
of shares of Duke Common Stock in connection with the Merger as set forth in this Agreement; 

WHEREAS, the Board of Directors of Progress has adopted this Agreemenf and deems it in the best interest of Progress to consummate the 
merger of Merger Sub with and into Progress on the terms and conditions set forth herein and has determined to recommend to the shareholders of 
Progress that they approve this Agreement and the Merger; 

WHEREAS, Duke and Progress desire to make certain representations, warranties, covenants and agreements in connection with the Merger 
a- die transactions contemplated by this Agreement and also to prescribe various conditions to the Merger, and 
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WHEREAS, for United States federal income tax purposes, it is intended that the Merger shall qualify as a reorganization under 
Section 368(a) of the Internal Revenue Code of 1936, as amended (the “Code“), and this Agreement is intended to be, and is hereby, adopted as a 
plan of reorganization within the meaning of Section 368(a) of the Code. 

NOW, THEREFORE, in consideration of the foregoing and of the representations, warranties, covenants and agreements contained in this 
ment, the parties agree as follows: P 
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ARTICLE I 

THE MERGER 

Section 1.01. The MerEec. Upon the terms and subject to the conditions set forth in this Agreemenf at the Effective Time, Merger Sub shall 
be merged with and into Progress in accordance with the North Carolina Business Corporation Act (the ‘WCBCA”). At the Effective Time, the 
separate corporate existence of Merger Sub shall cease, and Progress shall be the surviving corporation in the Merger (the “Surviving 
C0rI)oration”) and shall continue its corporate existence under the laws of the State of North Carolina and shall succeed to and assume all of the 
rights and obligations of Progress andMerger Sub in accordance with the NCBCA and shall become, as a result of the Merger, a direct wholly- 
owned subsidiary of Duke. 

Section 1.02. Closing. Unless this Agreement shall have been,terminated pursuant to Section 7.01, the closing of the Merger (the “Closing”) 
will take place at 10 00 am., local time, on a date to be specified by the parties (the “Closir~ Date”), which, subject to Section 4.06 of this 
Agreement, shall be no later than the second business day after satisfaction or waiver of tlie conditions set forth in Article VI (other than those 
conditions that by &eir terms are to be satisfied at the Closing, but subject to tlie satisfaction or waiver (to the extent permitted by applicable law) 
of such conditions at such time), d e s s  another time or date is agreed to by the parties hereto; The Closing shall be held at such location as is 
agreed to by the parties hereto. 

Section 1.03. Effective Time of the MerEer. Subject to the provisions of this Agreement, as soon as practicable after 1000 a.m., local time, 

iation as is req&ed by, Section 55-1 1-05 of the NCI3CA with the Secretary of State of the State of North Carolina and on or after the Closing 
on the Closing Date the parties thereto shall fde articles of merger (the “Articles of Merger”) execked in accordance with, and containing such 
i 
Dam s h d  make $I other fdhgs or recordmgs required under die NCBCA. The Merger shall become effective at, such time as the Articles of 
Merger are duly fied with the Secretary of State of the State ofNorth Carolina or.at such.later time as is speci6ed’in the Articles ofMerger (the 
time the Merger becomes effective being hereinafter referred to as the “Effective Time”). 

Section 1.04. Effects of the Mercer. The Merger shall generally havethe effects set forth in this Agreement and the applicable provis’ions of 
the NCI3CA. 

Section 1.05. Articles of Incorporation and By-laws of the Surviving Corporation 

(a) At the Effective Time, the articles of incorporation of Merger Sub as in effect immediately prior to the Effective Time shall be the articles 
of incorporation of the Sunk6ng Corporation until thereafter amended in accordance n6th the provisions thereof and hereof and applicable Law, in 
each case consistent with the obligations set forth in Section 5.08. 

@) At the Effective Time, the by-laws of Merger Sub as in effect immediately prior to the Effective Time shall be the by-laws of the 
Surviving Corporation until thereafter amended in accordance with the provisions thereof and hereof and applicable Law, in each case consistent 
with the obligations set forth in Section5.08. 

Section 1.06. Directors and Officers of the Surviving Corporation 

(a) The directors of Merger Sub at the Effective Time shall, from and after the Effective Time, be the directors of the Surviving Corporation 
in the Merger until their successors have been duly elected or appointed and qualified, or their earlier death, resignation or removal. 

(b) The officers of Progress at the Effective Time shall, from and after the Effective Time, be the initial officers of the Surviving Corporation 
m6.I their successors have been duly elected or appointed and &fie& or their earlier death, resignation or removal. 
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Section 1.07. Post-Merger Operations. 

(a) Board Matters. Duke shall take’all necessary corporate action to causethe following’ to &cui as of the Effective Time: (i) the number of 
directors constituting the Board of Directors of Duke shall be as set forth in Exhibit A hereto, with the identities of the Duke Designees (as defrned 
ir ”--hibit.Ahereto) =.set forth in Exhibit A hereto and the.identities of the Progress Designees (as defrned in Exhibit A hereto) as identified by 
E ~ ~ s s  after the date hereof in accordance %.ith the provisions of Exhibit A hereto, subject to suchindiviiluals’ ability and willingness to serve; 
(ii) the committees of the Board of Directors of Duke shall be % set forth ‘in Exhibit A.hereto; and the chairpersons of each such committee shall 
be desigmted k accordance with the‘provisions of Exhibit A hereto,. subject to such individuals’ ability and wilhgness to seee; &d (iii),the,lead 
bidependent director of the Boqd.ofDirector&,of Duke shall be desikriated 21 accordanqe with the provisions of Exhibit A hereto, subject to s ~ l i  
individualTs ability and,willingness. to serve. In the event arry.Duke Designee or any:Progress Designee becomes unable or unwdhg to serve as a 
,director.onthe Board of Directors of Duke, or as a charperson of a committee or as lead independent director, a replacement for such designee 
shall be determined in accordance with the provisions of Exhibit A hereto. 

(b) Chairman of the Board President and Chief Executive Officer. Executive Officers. 

(i) Duke’s Board of Directors shall cause the current Chief Executive Officer of Progress (the “?roFess CEO”) to be appointed as the 
President and Chief Executive Officer of Duke, andcause the current Clcef Executive Officer of Duke (the ‘ ‘ W e  CEO”) to be appointed as the 
Chairman of the Board of Directors of Duke, in each case, effective as of, and conditioned upon the occurrence of, the Effective Time, and subject 
to such individuals’ ability and willingness to serve. The roles and responsibilities of such officers shall be as specified on Exhibit B to this 
Agreement. In the event that the Progress CEO is unwilling or unable to serve as the President and Chief Executive Officer of Duke as of the 
Effective Time, Progress and Duke shall confer and mutually designate a President and Chief Executive Officer of Duke, who shall be appointed 
by Duke in accordance with the Amended and Restated Certificate of Incorporation and Amended and Restated By-laws of Duke as in effect as of 
the Effective Time. In the event that the Duke CEO is unwillmg or unable to serve as the Chairman of the Board of Directors of Duke as of the 
Effective Time, Progress and Duke shall confer and mutually designate a Chairman of the Board of Directon of Duke, who shall be appointed by 
Duke in accordance with the Amended and Restated Certificate of Incorporation and Amended and Restated By-laws of Duke as in effect as of the 
Effective Time. 

(ii) The material terms of the Progress CEO’s employment with Duke as the President and Chief Executive Officer of Duke to be in 
effect as of the Effective Time are set forth on Exhibit C hereto. The parties shall use their comrrlercially reasonable efforts to cause an 
employment agreement reflecting such terms to be executed by Duke and the Progress CEO as promptly as practicable after the date hereof, 
effective as of, and conditioned upon the occurrence of, the Effective Time. 

(iii) The material terms of the Duke CEO’s employment with Duke as the Chairman of the Board of Directors of Duke to be in effect as 
OL ule Effective Time are set forth on Exhibit D hereto. The parties shall use their commercially reasonable efforts to cause an amendment to the 
employment agreement of the Duke CEO reflecting such amended terms to be executed by Duke and the Duke CEO as promptly as practicable 
after the date hereof, effective as of, and conditioned upon the occurrence of, the Effective Time 

(iv) Subject to such individuals’ ability and willingness to so serve, Duke shall take all necessary corporate action so that the 
individuals identified on Exhibit E and designated for the Duke senior executive officer positions specified on such Exhibit shall hold such officer 
positions as of the Effective Time. In the event that any such individual(s) is(are) unwilhg or unable to serve in such officer position(s) as of the 
Effective Time, Progress and Duke shall confer and mutually appoint other individual(s) to serve in such officer position(s). 
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(c) Name. Headquarters and Operations. Following the Effective Time, Duke shall retain its current name, and shall maintain its headquarters 
and principal corporate offices in Charlotte, North Carolina, none of which shall change as a result of the Merger, and, taken together with its 
subsidiaries following the Effective Time, s l d l  maintain substantial operations in Raleigh, North Carolina. 

( 4  Community Support. The parties agree that provision of charitable contributions and community support in their respective service areas 
serves a number of their important corporate goals. During the two-year period immediately following the Effective Time, Duke and its 
subsidiaries taken as a whole intend to continue to provide charitable contributions and community support within the service areas of the parties 
and each of their respective subsidiaries in each service area at levels substantiauy comparable to the levels of charitable contributions and 
c o m m ~ t y  support provided, directly or indirectly, by Duke and Progress within their respective service areas prior to the Effective Time. 

Section 1 .OX. Transition Committee. As promptly as practicable after the date hereof and to the extent permitted by applicable law, the parties 

,t to operations and major regulatory decisions. This transition committee shall be co-chaired by the Progress CEO and the Duke CEO, and 
SI?-” create a special transition committee to oversee integration plaming, includmg, to the extent permitted by applicable law, consulting with 
rt 
shall be composed of such chief executive officers and two other designees of Duke and two other designees of Progress. 
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ARTICLE’II 

CONVERSION OF SHARES; E X C W G E  OF CERTIFICATES. 

Section2.01 Effect on Canital Stock..At theEffective Time,’by virtue of the Merger and.without any action on the part of holders of any 

(a) Cancellation of Certain Progress CommomStock. Each share of Progress Common Stock that i s  o,wned by Progress fother than in a 

shares of Progress Common Stock or any capital stock of Merger Sub: 

fiduciary capacity), Duke or Merger Sub shall automatically be canceled and retired and shall cease to exist, and no consideration shall be 
delivered in exchange therefor: 

(b) Convei-sion of ProFess Common,Stock. Subject to Sections 2.02(e) and 2.02(k), ,each’issued and outstanding sliare of Progress Common 
Stock (other thdn shares to be ceceled in accordaqce with Section 2.0l(a)) shall be converted ;It0 the right to receive 2:6125 (the ‘ ‘ E x c h m  
w) fully paid and nonassessable shares of Duke Common Stock (such aggregate amount; the “Merger Consideratiod’). As of the Effective 
Time, all such shares of Progress Common Stock shall no longer be outstan- and shall automatically’be canceled andretired and shal1,cease to 
exist, and each holder of a certificate representing any such shares of.Progress Common Stock shall cease to have any rights with respect thereto, 
except the right to receive the Merger Considerationas contemplated by this Section 2.01(b) (and cash in lieu of fractional shares of Duke 
C o d o n  Stock payable in accordance with Section 2.02(e)) to be issued or paid in consideration therefor upon the surrender of certificates in 
accor,&ce with Section 2.02, wifiiout interest, atid the right to receive dividknds and’other distributions in accordance with Section 2.02. 

(c) Conversion of Merger Sub Common Stock. At the Effective Time, by virtue of the Merger and without any action on the part of tlie holder 
thereof, each share of common stock, par value $0.01 per.share, of Merger Sub.issued and outstandmg immediately prior to the Effective Time 
shd’be converted into and become one validly issued, Nly paid and nonassessable share ofcommon stock par value $0.01 per share, of the 
Surviving Corporation and shall constitute the only outstanding capital stock of the Surviving Corporation. From and after the Effective Time, all 
certificates representing the colnmon stock of Merger Sub shall be deemed for all purposes to represent the number of shares of common stock of 
the Sup+ing Corporation ihto wllich they were converted in accordance with the himediately precedmg sentence. 

CIection 2.02 Exchange of Certificates. 

(a) E-. Prior to the Effective Time, Duke shall enter into an agreement with such bank or trust company as may be’mutually 
agreed by Duk,e and Progress (the “Exchange Agent”), which agreement shall provide that Duke shall deposit with the Exchange. Agent at or prior 
to tlie Effective Time, for the benefit of the holdei-s of shares of Progress Common Stock, for exchange in accordance with this Article 11, through 
the Exchange Agent, certificates representing the shares of Duke Common Stock representing the Merger Cons,ideration (or appropriate alternative 
arrangements shall be made by Duke if uucertificated shares of Duke Common Stock will be issued). Following the Effective Time, Duke shall 
make available to the Exchange Agent, from time, to time as needed, cash sufficient to pay any dividends and, other distributions ‘pursuant to 
Section 2.02(c) (such shares of Duke Common Stock to be deposited, together with any dividends or distri6utionS with respect thereto with a 
record date after the Effective Time, being hereinafter referred to as. the ‘%Excharire Fund”). 

(b) ;Fxchange.Procedures. As soon as reasonably practicable after the Effective Time and in any event not.later than the fifth Business Day 
following the Effective Time, Duke shall cause the Exchange Agent to mail to each holder of record of a certificate or cerfificates that immediately 
prior to the Effective Time represented outstanding shares ofProgress Common Stock .(the “Certificates”) whose shares.were converted.into the 
right to receive shares of Duke Common Stock pursuant to Section 2.01(b), (i) a letter of trarismittal (which shall specify that.delivery shall be 
effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent and shall be in such 
fontn and have such other provisions as Duke and Progress may reasonably 
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spec@) and (ii) instructions for use in surrendering the Certificates in exchange for certificates representing whole shares of Duke Common Stock 
(or appropriate alternative arrangements shall be made by Duke if uncertificated shares of Duke Common Stock will be issued), cash in lieu of 
fractional shares pursuant to Section 2.02(e) and any dividends or other distributions payable pursuant to Section 2.02(c). Upon surrender of a 
Cel5cate for cancellation to the Exchange Agent, together with such letter of transmittal, duly completed and validly executed in accordance with 
tl! mctions thereto, and such other documents as may reasonably be required by the Exchange Agent, the holder of such Certificate shall be 
entitled to receive in exchange therefor that mmber of whole shares of Duke Common Stock (which shall be in uncertificated book entry form 
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unless a physical ceicificate is requested), that such holder has the right to receive pursuant to the provisions of this Article II, certain dividends or 
other distributions in accordance with Section 2.02(c) and cash in lieu of any fractional share of Duke Common Stock in accordance with 
Section 2.02(e), andthe Certificate so Surrendered shall forthwith be canceled In the event of a transfer of ownership of Progress Common Stock 
that is not registered in the transfer records of Progress, the proper number of shares of Duke Common Stock may be issued to a person other than 
the -erson in whose name the Certificate so surrendered is registered if such Certificate shall be properly endorsed or otherwise be in proper form 
f ;  dsfer and the person requesting. such issuance shall pay any transfer or other taxes required by reason of the issmce of s h e s  of Duke 
Common Stock to’aperson other than the registered holder of such Certificate or estabiish to the satisfaction ofDulie that suchtax,has been paid or 
is not applicable. Until surr,exidered as contemplated E;y this Section 2.02, each Certificate shall be deemed.at any time after the Effective Time to 
represent only the riglit.to receive upon such Surrender the .Merger Consideration, wlich the holder thereof has the right to receive in respect of 
such Certificate pursuant to the provisions of this Article 11, certain dividends or other distributions in accordance with Section 2:02(c) anacash in 
lieu of any fractional share of Duke.Common Stock, in accordance with Sectio1~’2.02(e). No interest shall be paid.or will accrue bnthe Merger 
Chsideration’or any cash payable to holders of Certificates pursugnt to &e provisions of this Article II. 

(c) Distributions with Respect to Unexchanged Shares. NO dividends or other distribtitions with respect to Duke C o w o n  Stock with a 
record date after the Effective Time shall be paid to the holder ,of any unsurrendered Certificate with respect to the shares of Duke Common Stock 
issuable hereunder in respect thereof andno cash payment in lieu of fractional shares shall be paid to any such holder pursuant to Section 2.02(e), 
and all such dividends and other distributions shall be paid by Duke to the Exchange Agent and shall be included in the Exchange Fund, in each 
case until the surrender of such Certificate in accordance with this Article E. Sybject to the effect of:applicable.escheat or similar laws, following 
surrender of any such Cert%c,ate there shall be paid. to the recordholder thereof, (i] without kteres.6 the number of whole shares of Duke Common 
Stock issuable in exchange therefor pursuant to this Article II, the amount of dividends or other distributions with a record date after the Effective 
Time theretofore paid with respect to such whole shares of Duke Common Stock and the qmouqt of any cash payable in lieu of a fractional share of 
Duke Common Stock to which such holder is entitled pursuant to Section 2.02(e) and (ii) at the appropriate payment date, the amount of dividends 
or other distributions with a record date after the Effective Time but prior to such surrender and with a payment date subsequent to such surrender 
payable with respect to such whole shares of Duke Common Stock. 

- 

(d) I\lo Further Ownership Rights in Pro_mess Common Stock Closirq of Transfer Books. All shares of Duke Common Stock issued upon 
the surrender for exclmge of Certificates in accordance with the terms of this Article II’(inc1uding any cash paid pursuant to this Article II) shall 
be deemed to have been issued (and paid) in full satisfaction of all rights pertaking to the shares of Progress Common Stock theretofore 
represented by such Certificates, subject, however, to Progress’s obligation to pay any dividends or make any other distributions with a record date 
prior to the Effective Time that may have been declared or made by Progress on such shares of Progress Common Stock that remain unpaid at the 
Effective Time. As ofthe Effective T h e ,  the stock transfer books.of Progress shall be closed, ,and there shall be no’furher registration of trahkfers 
or stock transfer books of Progress of the shares of Progress Common Stock tliat were outstanding immediately prior to the Effective Time. If, 
a. .le Effective Time, Certificates are presented to Progress, Duke or the Exchange Agent for any reason, they shall be canceled and exchanged 
as provided in this Article 11, except as otherwise required by law. 
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(e) No Fractional Shares. 

(i) No certificates or scrip representing fractional shares of Duke Common Stock sfiall be issued uponthe surrender for exchange of 
certificates, no dividend or distribution of Duke shall relate to such fractional share interests and such fractional share interests will not entitle the 
owner thereof to vote or to any rights of a shareholder of Duke but, in lieu thereof, each holder of such Certificate will be entitled to a cash. 
payment in accordance with the provisions of this Section 2.02(e). 

(ii) As promptly as practicable following the Effective Time, the Exchange Agent shall determine the excess of (A) the number of 
whole shares of Duke Common Stock delivered to the Exchange Agent by Duke pursuant to Section 2.02(a) represen- the Merger Consideration 
over (El) the aggregate number of whole shares of Duke Common Stock to be distributed to former holders of Progress Common Stock pursuant to 
Section 2.02(b) (such excess being herein called the “Excess Shares”). Following the Effective Time, the Exchange Agent shall, on behalf of 
former shareholders of Progress, sell the Excess Shares at then-prevailing prices on the New York Stock Exchange, Inc. (“NYSE), all in the 
nmmer provided in Section 2 02(e)(i$. The pades acknowledge that payment of the cash consideration in lieu of issuing fractional shares of Duke 
Common Stock was not separately bargained for consideration but merely represents a mechanical roundmg off for purposes of avoiding the 
expense and inconvenience to Duke that would otherwise be caused by the issuance of fractional shares of Duke Common Stock. 

(iii) The sale of the Excess Shares by the Exchange Agent shall be executed on the NYSE though one or more member firms of the 
NYSE and shall be executed in round lots to the extent practicable. The Exchange Agent shall use reasonable efforts to complete the sale of the 
E i Shares as promptly following the Effective Time as, in the Exchange Agent’s sole judgment, is practicable consistent with obtaining the 

I bt xecution of such sales in light of prevailing market conditions. Until the net proceeds of such sale or sales have been distributed to the holders 
of Certificates fomerly representing Progress Common Stock, die Exchange Agent shall hold such proceeds in trust for holders of Progress 
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Common Stock (the ‘‘Common Shares Trust’’). The Surviving Corporation shall pay all commissions, transfer taxes and other out-of-pocket 
transaction costs, includmg the expenses and compensation of the Exchange Agent incurred in connection with such sale of the Excess Shares. The 
Exchange Agent shall determine the portion of the Common Shares.Trust to which each former holder of Progress Common Stock is entitled,, if 
any,. by multiplying the amount of flie aggregate net proceeds, composing the Common Shares Trust by a fraction, the numerator of which is .the 
w n m t  of the fractional share interest to which such’former holder of Progress Comnlon Stock would otherwise be.entitled (after talung into 
a 
fractional share interests to which altformer holders of Progress Common Stock would otheyise be entitled. 

nt all shares of Progress Common Stock held at the Effective Time by such holder) and the denohiiriator of which isthe aggregate aqount of 

(iv) As soon as practicable .after the determination of the amount of cash, Zany, to’be paid to holders of Certificates formerly 
representing Progress Common Stock with respect to m y  fractional share interests, the Exchange..Agent shall make available such amounts to such 
holders of Certificates fornierly representing Progress.Common Stock, without interest, subject to and in accordance with the terms of 
Section 2.02(c). 

(f) Termiiiation of Exchange Fund. Any portion of the Exchange Fund that remains undistributed to the holders .of the Certificates for one 
year after the Effective T h e  shall be delivered to Duke, upon demand, and any.holders of the Certificates who have not theretofore complied with 
this.Article It shall thereafter.look only to Duke for paym,ent.of their claim for Merger Consideration, any dividends or distributions with respect to 
Duke Common Stock and any cash in lieu of fractional shares of Duke Common Stock. 

(g) No Liability. None of Duke, Progress; Merger Sub, ,the Surviving Corporation or the Exchange Agent or a ~ y  of their respective directors, 
officers, employees and agents shall be liable to riny person in respect of any.shares of Duke Common Stock, any dividends or distributions with 
respect thereto, any cash in. lieu of fractional shares of Duke Common Stock or any cash &om the Exchange Fund, in each case delivered to a 
public official 
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pursuant to any applicable abandoned property, escheat or similar law. If any Certificate shall not have been surrendered prior to five years after 
the Effective Time (or immediately prior to such earlier date on which any Merger Consideration, any dividends or distributions payable to the 
holder of such Certificate or any cash payable to the holder of such Certificate formerly representing Progress Common Stock pursuant to this 

ft ’5 It, would otherwise escheat to or become the property of any Governmental Authority), any such Merger Consideration, dividends or 
b ~utions in respect of such Certificate or such cash shall, to the extent permitted by applicable law, become the property of Duke, free and clear 
of all claims or interest of any person previously entitled thereto. 

(h) Tnvestment of Exchange Fund The Exchange Agent shall invest any cash included in the Exchange Fund, as directed by Duke, on a daily 
basis, provided that no gain or loss thereon shall affect the amounts payable to the holders of Progress Common Stock pursuant to the other 
provisions of this Article II. Any interest and other income resulting from such investments shall be paid to Duke. 

(i) Withholding Rights. Duke and the Exchange Agent shall be entitled to deduct and withhold from any consideration payable pursuant to 
this Agreement to any person who was a holder of Progress Common Stock immediately prior to the Effective Time such amounts as Duke and the 
Exchange Agent may be required to deduct and withhold with respect to the making of such payment under the Code or any other provision of 
applicable federal, state, locd or foreign tax law. To the extent that amouuts are so withheld by Duke or the Exchange Agent and duly paid over to 
the applicable taxing authority, such withheld amounts shall be treated for all purposes of this Agreement as having been paid to the person to 
whom such consideration would otherwise have been paid. 

6 )  Lost Stolen or Destroyed Certificates. If any Certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that 
fact by the person claiming such Certificate to be lost, stolen or destroyed and, if required by Duke, the posting by such person of a bond in such 
reasonable amo’unt as Duke may direct as indemnity against any claim that may be made against it with respect to such Certificate, the Exchange 
Agent shall issue m exchange for such lost, stolen or destroyed CertZcate, the Merger Consideration and, if applicable, any unpaid dividends and 
distributions on shares of Duke Common Stock deliverable in respect thereof and any cash in lieu of fractional shares, in each case pursuant to this 
Agreement 

(k) Adjustments to Prevent Dilution. In the event that Progress changes the number of shares of Progress Common Stock or securities 
convertible or exchangeable into or exercisable for shares of Progress Common Stock, or Duke changes the number of shares of Duke Common 
Stock or securities convertible or exchangeable into or exercisable for slmes of Duke Common Stock, issued and outstandmg prior to the Effective 
Time, in each case as a result of a reclassification, stock split (includmg a reverse stock split), stock dividend or distribution, subdivision, exchange 
or readjustment of shares, or other similar transaction, the Exchange Ratio shall be equitably adjusted; provided. however, that nothing in this 
Section 2.02(k) shall be deemed to permit or authorize any party hereto to effect any such change that it is not otherwise authorized or permitted to 
u 
desmbed in Section 5.01 (c), the Exchange Ratio will be reduced by multiplying the then-current Exchange Ratio by a ratio, the numerator of 
which is the number of shares of Duke Common Stock outstanding immediately following such reverse stock split, and the denominator of which is 

&e pursuant to this Agreement Without limitkg the generality of the foregoing, upon Duke’s implementation of the reverse stock split as 
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the number of shares of Duke Common Stock outstandmg immediately prior to such reverse stock split 

(1) Uncertificated Shares. In the case of outstandmg shares of Progress Common Stock that are not represented by Certificates, the parties 
shall make such adjustments to this Section 2.02 as are necessary or appropriate to implement the same purpose and effect that this Section 2.02 
has with respect to shares of Progress Common Stock that are represented by Certificates. 
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REPRESENTATIONS AND W-S 

Section3.01 Representations and Warranties of Provess. Except as.set forth in the letter dated the date of this Agreement and delivered to 
Duke by Progress concurrently with the execution and delivery of this Agreement (the “Progress Disclosure Letter.”) or, to the extent the quallfylng 
nature of such disclosure is readily apparent therekom and excluding any forwad-looking statemenis, risk factors and other similai statementk ‘that 
are cautionary and non-specific in nature, as set forth in the Progress SEC Reports fded on or after January 1,2009 and prior to the date hereof, 
Progress represents and warrants to Duke as follows: 

(a) Organization and Oualification 

(i) Each of Progress and its subsidiaries is duly organized, validly existing and in good standmg (with respect to jurisdictions, that 
recognize the concept of good standing) under the laws of its jurisdiction of organization and has full power and authority to conduct its business as 
and to the extent now conducted and to own, use and lease its assets and properties, except for such failures to be so organized, existing and in 
good stan- (with respect to jurisdictions that recognize the concept of good Stan-) or to Imve such power and authority tlmt, individually or in 
the aggregate, ,have not had and could not be reasonably expected to have a material adverse effect on Progress. .Each of Progress and its 
subsidiaries is duly qualified, licensed or admitted to do bukess and is in good standing (with respect to Juridictions that recognize the concept of 
good stan-) in eachjurisdiction in which the ownership> use or ieashg of its assets and properties, or the conduct or nature of its b$iness, 
makes such quahfication, licensing or admission necessay, except for such failures, to be so quahfied, licensed or admitted and $ goodstanding 
(with respect to jurisdictions that recognize the concept of goodstanding) that, individually or in the aggregate, have not had and:could not 

r: 
t l ~  - greement the name and jurisdiction of organization of each subsidiary of Progress. No subsidiary. of Progress owns any stock in Progress. 
Progress has made available to Duke prior to the date of this Agreement a true and complete copy of Progress’s articles of incorporation and by- 
laws, each as amended through the date hereof. 

ably be expected to have a material adverse effect on Progress. Section 3.01 ‘(a) of the Progress Disclosure Letter sets forth as.of the date of 

(ii) Section 3.01 (a) of @e Progress Disclosure Letter sets forth a descriptionas of the date of this Agreement, of all $+ogress Joint 
Ventures, including (x) the name of each such entity and (y) a brief description of the prikipal. line or lines of business conducted by each such 
entity: For purposes of this Agreement: 

(A) “Joint Venture” of a person or entity shall mean any person that is,not a s.ubsidmy of such.fGt person, in which such fmt 
person or one or more of its subsidiaries owns directly or indirectly an equity interest, other than equity interests held for passive. 
investment purposes that are less than 5% of each class of the outstanding voting securities or equity interests of such second person; 

associated with Progress’s or its subsidiaries’ interest as of the date of this Agreement exceeds $50,000,00; and 

with Duke’s or its subsidiaries’ interest, as of the date of this Agreement, exceeds $1 00,000,000. 

(iii) Except for interests inthe subsidiaries of Progress; the Progress Joint Ventures and interests acquired after the-date of this 

(B) “Progress Joint Venture” shall mean, any Joint Venture of Progress or any of its. subsidiaries in which the invested capital 

(C) ‘puke Joint Venture” shall mean any Joint Venture of Duke or any of its Subsidiaries in which the invested capital associated 

Agreement without violating any covenant or agreement set forth herein, neither Progress nor any of its subsidiaries directly.or indirectly owns any 
equity or similar interest in, or any’,interest convertible &it0 or exchangeable or exercisable for, any equity or . s k i l a r  interest in, any person, in 
wbich the invested capital associated with such interest of Progress or any of.its subsidiaries exceeds, individually as of the date of thii Agreement, 
$50,000;000. 
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(b) Capital Stock. 
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(i) The authorized capital stock of Progress consists of 

outstandmg ak of November 2,201 0; and 
(A) 500,000,000 shares of common stock, 110 par value (the “Propress Common Stock”), ofwhich 293,150,141 shares were 

(E3) 20,000,000 shares of prefenred stock, no par value per share, none of which were outstanding as of tlie date of this Agreement 

- ~ As of the date of this Agreement, noshares of Progress Common Stock were held in the tre.asury of Progress. As. of the date of this, 
Agreement, 1,418,447 shares of Progress Common Stock were subject to outstandmg stock options gratited under the Progress Employee Stock 
Option Plans. (collectively, the “.Propress Employee Stock Options”), 1,194,888 shares of Progress Common Stock were subject to outstanding 
awards of restricted stock units or phantom shares of Progress Common Stock (“progress Restricted Stock Units”), 1,875,087 shares of Progress 
Common Stock were subject to ou&tandug awards of performance sharesof Progress Common:Stock, determined at maximuperformance levels 
(“Progress Performance Shares”) and 1,651,047 additional shares’ of Progress Common Stock were reserveil for issuance ,putsuant to the Progress 
Energy, Inc. 1997 Eqbity Incentive Plan, the Progress Energy, Inc,.2002 Equity Incentive Plan, the Progress Energy, k c .  2007 Equity Incentive 
Plan, the Amended and Restated Progress Energy, Inc. Non-Employee Director Stock Unit Plan, and any other compeIjsatory plan, program or 
arrangement under which shares of Progress Common Stock are reserved for issuance (collectively, the “pro9ess Employee Stock Option Plans”). 
Since November 2,201 0, no shares of Progress Common Stock have been issued excbpt pursuant tci the Progress Employee Stock Option Plans and 
Progress Employee Stock Options issued.thereunder and the Progress Energy, Inc. Investor Plus Plan, and from November 2;2010 to the date of 
this Agreement, no shares of Progress Common Stock have been issued other than 17,367 shares of Progress Common Stock issued pursuant to the 
Progress Employee Stock Option Plans or Progress Employee Stock Options issued tliereurider and 62,489 shares of Progress Cornon Stock 
issued pursuant to the Progress Energy, Inc. Investor Plus Plan All of the issued and outstandmg shares of Progress Common Stock are, and all 
shares reserved for issuance will be, ,qon issuance in accordance with the terms specified in the instruments or agreements pursuant.to which they 
are issuable, duly authorized, validly issued, fully paid and nonassessable. Except as disclosed in this Section 3.01 (b), as of tlie date of this 
Agreement there are no outstanding subscriptions, options, warrants, rights (includmg stock apprec on rights), preemptive rights or other 
contracts, commitments, understandugs or’arrangements, including any right of conversion or exchange under any outstanding security, instrument 
or agreement (together, “Options”), obligating Progress or .any of its subsidiaries (A) to issue,or sell iiny shares of capital-stock ofProgress, (E3) to 
grant, extend or enter into any Option with respect thereto, (C) redeem or otherwise acquire any such shares of capital stock or other equity 
interests or @) provide a material amount of funds to, or make any material investment (in the form of a loan, capital conhiiution or otherwise) in, 
any of their respective subsidiaries. 

(ii) Except as permitted by this Agreement, all of the outstanding shares of.capital stock of each subsidiary of Progress are ‘duly 
authorized, validly issued, fully paid and noysessable and are owped, beneficially and of record, by Progress or a subsidiary of Progress, free and 
ck-- of any liens, claims, m,ortgages, encumbrances, pledges, security interests, equities and charges of any kind (each a “W), except for any of 
tl :egokg that, individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on 
Progress. There are no (A) outstandug Options obligating Progressor any ofits subsidiaries to issue or sell any shares of capital stock of any 
subsidiary of Progress or.to granf extend or enter into any such Option or (E3) voting trusts, proxies or otlier commitments, understandings, 
restrictions or arrangements in favor of any person other than Progress or a’subsidiary wholly-owned, directly or indirectly, by Progress with 
respect to the voting of or the riglit to participate in dividends or otlier e&gs on.any capital stock of Progress or any subsidiary ofProgress. 

(iii) Progress is a “holdmg company” as defmed,under Section 1262 of the Public Utility Holding Company Act of 2005, as amended 
(the “2005 Act“). 
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(iv) As of the date of this Agreement, no bonds, debentures, notes or other indebtedness of Progress or any of its subsidiaries having tlie 
right to vote (or which are convertible into or exercisable for securities having the right to vote) (collectively, “Progress Voting Debt”) on any 
matters on which Progress shareholders may vote are issued or outstanding nor are tliere any outstanding Options obligating Progress or any of its 
subsidiaries to issue or sell any Progress Voting Debt or to grant, extend or enter into any Option with respect thereto. 

(v) There have been no repricings of any Progress Employee Stock Options through amendments, cancellation and reissuance or other 
means during the current or prior two (2) calendar years. None of the Progress Employee Stock Options, Progress Restricted Stock Units or 
Progress Performance Shares (A) have been granted since November 2,201 0, except as permitted by this Agreement, or (J3) have been granted in 
contemplation of the Merger or the transactions contemplated in tlk Agreement. None of the Progress Employee Stock Options was granted with 
an exercise price below the per share closing price on the NYSE on the date of grant. All grants of Progress Employee Stock Options, Progress 
Restricted Stock Units and Progress Performance Shares were validly made and properly approved by the Board of Directors of Progress (or a duly 
authorized committee or subcommittee thereof) in compliance with all applicable laws and recorded on the consolidated financial statements of 
P :ss in accordance with GAAP, and no such grants of Progress Employee Stock Options involved any “back daw,” “forward dating” or 
~ f i . . ~ d r  practices. 
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(c) Authority. Progress has full corporate power and authority to enter into this Agreement, to perform its obligations liereunder an4 subject 
to obtaining Progress Shareholder Approval, to consummate the transactions contemplated hereby. The execution, delivery and performance of this 
Agreement by Progress and the consummation by Progress of the transactions contemplated hereby have been duly and validly adopted and 
unanimously approved by the Board of Directors of Progress, the Board of Directors of Progress has recommended approval of this Agreement by 
t h ~  -%.reholders of Progress and directed that this Agreement be submitted to the shareholders of Progress for their approval, and no other 
cc ite proceedings on the part of Progress or its shareholders are necessary to authorize the execution, delivery and performance of this 
Agreement by Progress and the consummation by Progress of the Merger and the other transactions contemplated hereby, other than obtaining 
Progress Shareholder Approval. This Agreement has been duly and validly executed and delivered by Progress and, assuming this Agreement 
constitutes the legal, valid and bin- obligation of Duke and Merger Sub, constitutes a legal, valid and bin- obligation of Progress enforceable 
against Progress 111 accordance with its terms, except that such enforcement may be subject to applicable b h p t c y ,  insolvency, reorganization, 
moratorium or other similar laws, now or hereafter in effect, relating to creditors’ rights generally and to general equitable principles. 

(d) No Conflicts: Approvals and Consents. 

(i) The execution and delivery of this Agreement by Progress does ,not, mid the performance by Progress of its obligations liereunder and 
the consummation of the Merger and the other transactions Contemplated hereby will not, conflict with, result in a violation or breach of, constitute 
(with or without notice or lapse of time or both) a default under, result in or give to any person any right of payment or reimbursement, termination, 
cancellation, modification or.acceleration of, or result in the creation or imposition of any Lien upon any of the assets or properties of Progress or 
“ny of its subsidiaries or any of the Progress Joint Ventures under, any of the terms, conditions or provisions of (A) the. certificates or articles of 
bcorporation or by-laws .(or other comparable organizational documents) of Progress or my of its. subsidiaries or ‘any of the Progress Joint 
Ventures, or (B) subject to the obtaining of Progress Shareholder Approval and the taking, of the actions described in paragraph (ii) of this 
Section 3.01(d), including the Progress Required Statutory Approvals, (x) any statute, law, rule, regulation or ordinance (together,“‘]aws”), or any 
judgment, order, writ or decree (together, “orders”), of ”-y federal, state, local or foreign government or any court of competent jurisdiction, 
administrative agency or commission or other governmental authority or instrumentality, domestic, foreign or supranationai (each, a 
“Governmental Authority”) applicable to Progress or any of its subsidides or any of the Progress Jo,int Ventures or any of theif respective assets or 
properties, or (y) any ‘note, bond, mortgage, security agreement, credit agreement, indenture, license, franchise, pentiit, concession, contract, lease, 
obligation or other instrument 
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to which Progress or any of its subsidiaries or any of the Progress Joint Ventures is a party or by which Progress or:any of its subsidiaries or any of 
the Progress Joint Ventures or any of their respective assets or properties is bouhd, excludmg.from the foregoing clauses (x) and (y) such items that, 
individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. 

(ii] Except for (A)’,compliance with, Wdfilings under, the Hart-Scott-Rodino Antitrust Improvements Act of 1976,. as amended, .and 
the rules and regulations thereunder (the ‘tHSR Act”); (B) the fding with and,. to the extent required, the declaration of effectiveness by the 
Securities and E x c b g e  Cominission (the ‘‘m) of (1) a proxy statement relating to the approval of this Agreement byProgress,’s sh+eIiolders 
(such proxy statement, together with the proxy .statement relatihg to the approval of this Agreement by Duke’s shikholders; in each’case 
amended or supplemented from time to time, the ‘fJoint Proxy Statement”) pursuant to the Securities Exchange Act of 1934, as amended, and the 
rules and regulations thereunder (the +‘I3xcliange Act”), (2) the registration statement onForm .S-4 prepared in connection with the .issuance of 
Duke Common Stock in the Merger (the “Form S-4”) and (3) such reports under the Exchange Act as may be required in comection.with this 
Agreement ~d the transactions contemplated hereby; (C) the filing of documents .with various state securities authorities that may be required in 
connection with the transactions contemplated hereby; (D) such fdings with arid approvals of theNYSE to permit the ,shares of D$ce Common 
Stock that are to be issued pursuant to Article II to be ,listed on the NYSE; (E) the registration, consents, approvals and notices required under tlie 
2005 Act; (F) notice to, and the consent and approval of, the Federal Energy Regulatory Commission (the “m) under Section 203 of.the 
Federal Power Act, as amended (the “Power Act”), or an order under the Power Act disclaimhg jurisdiction over the transactions contemplated 
hereby; (G) the filing of an application to, and consent and approval of, and issuance of any required licenses and license amendmen& by, the. 
Nuclear Regulatory Commission (the “E) under the Atomic Energy Act of 1954, as amended (the “Atomic Energy Act”); (€3’) the filing of the 
Artjcles of Merger and other appropiiate merger documents required by the NCBCA with the Secretary of State of the State of North Carolina and 
appropriate documents with the relevant authorities of other states in which Progress is @fied to do business; (I) compliaixe <d.h ang such 
filings as may be.required under applicable Environmental Laws; (J) to the extent required, notice to and the approval of the North Carolina 

(the “m), the Public Utilities Commission of Ohio (the “PUCO”), the Indiana Utility Reaplatory Commission (the ‘‘m) and the Kentucky 
Public Service Commission (the “m) (collectively, the “Applicable PSCs”); (K) required pre-approvals (the .’%CC Pre-Approvals”) of 
livose transfers with,the Federal Coinmunications Commission (the ‘Ec;cL“); ’&) such other items as disclosed in Section 3,01(d) ofthe Progress 
B isure Letter, and (M) compliance with, and fdings under, antitrust or competition laws of any foreign jurisdiction, if required (the items set 
form above in clauses (A) through CH) and (J), collectively, the “Proe;ress Required Statutory Approvals”), no consent, approval, license, order or 
authorization (“Consents”) or action of,’ registration, declaration or filing wit& or notice to any Governmental Authority is necessary or required to 

es Commission (the ‘~CVC’’), &e Public Service Commission of South Carolina (the “FSCSC”), the Florida Public. Service Commission 
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be obtained or made in connection with the execution and delivery of this Agreement by Progress, the performance by Progress of its obligations 
hereunder or the consummation of the Merger and the other transactions contemplated hereby, otlier than such items that the failure to make or 
obtain, as the case may be, individually or in the aggregate, could not reasonably be expected to have a material adverse effect on Progress. 

(e) SEC Reports. Financial Statements and Utility Reuorts 

(i) Progress and its subsidiaries have fded or furnished each form, report, schedule, registration statement, registration exemption, if 
applicable, d e f ~ t i v e  proxy statement and other document (together with all amendments thereof and supplements thereto) required to be filed or 
furnished by Progress or any of its subsidiaries pursuant to the Securities Act of 1933, as amended, and the rules and regulations thereunder (the 
“Securities Act”) or the Exchange Act with the SEG since January 1,2007 (as such documents have since the time of their fib been amended or 
supplemented, the “Progress SEC Reports”). As of their respective dates, after giving effect to any amendments or supplements thereto, the 
Progress SEC Reports (A) complied as to form in all material respects with the requirements of the Securities Act and the Exchange Act, if 
applicable, as the case may be, and to the extent applicable, the Sarbanes-Oxley Act of 2002 (“sox.l), and (B) did not contain any 
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untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements therein, 
in light of the circumstances under which they were made, not misleadmg. 

(ii) Each of the principal executive officer of Progress and the principal financial officer of Progress (or each former principal executive 
offcer of Progress and each former principal financial officer of Progress;,as applicab1e)has made all certifications required by Rule 13a-14 or 
15d- 14 under the Exchange Act or Sections 302 and 906 of SOX and the rules and regulations of the SEC promulgated thereunder with respectto 
the Progress SEC Reports. For purposes of the precedmg sentence, “principal executive officer” and “principal financial officer”’shall have the 
meanings given to such terms in SOX. Since January 1,2007,,neither Progress nor any of its’ subsidiaries has arranged ai~y outstandmg “extensioix 
of credit” to directors or executive officers within the meaning .of Section 402 of SOX. 

(iii) The audited consolidated financial statements andunaudited interim.consolidated financial statements (including, in each case, the 
notes;if any, thereto) included in the Progress SEC Reports (the “Progress Financial Statements”) complied as to form in all material respects with 
,& iiblished rules w d  regulations of the SEC with respect thereto in effect at the time. of filing or fumisl-Ling the applicable Progress SEC Report, 
d, prepared &I accordance. with United States generally accepted accounting principles (“GAM”) applied on a consistent baiis during the 
periods involved (except as may be indicated therein or in the notes thereto and except with respect to unaudited statements as permitted by Form 
10-Q of the SEC) and faFrly present (subject,.in the case of the unaudited interim .financial statements, to normal, recurring year-end audit 
adjustments that were not or are not expected to be, individually or in the aggregate, materially.adverse t4 Progress) the consolidated fmancial 
position of Progress and its consolidated subsidiaries as of the respective dates thereof and the consolidated results of their operations ‘and cash 
flows for the respective periods then ended. 

(iv) All f ihgs (other than immaterial fihgs) required to be made by Progress or any of its subsidiaries s;lce Jaimary 1,2007, $der- 
the 2005 A& the Power Act, the Atomic Energy Acf the Natural Gas Act, the Natural Gas Policy Act.of1978, the Communications Act of 1934 
and applicable state laws and regulations, have been filed with the SEC, the FERC, the Department of Energy (the “m), the FCC or any 
applicable state public utility commissions (includmg, to the extent required, NCUC, PSCSC and.FPSC), as the case may be, i n c l a  all forms, 
statements; reports, agreements (oral or written) and all do,cuments, exhibits, amendments and supplements apperbining thereto; &cludmg all rates; 
tariffs, franchises, service agreements and related documents, and all such fd&gs complied, as of their respective dates, wit.& ali applicable 
requirements of the applicable statute and the rules and regulatioris thereunder, except for fdings the failurk of which to make or the failure of virhich 
to make in compliance with all applicable requirements of the applicable statute and the rules and regulations thereunder, individually or in the 
aggregate, have not had and couldnot reasonably be expected to have a material adverse effect on Progress. 

(v) Progress has designed and maintains a system of htemal control over financial reporting (as defined &I Rules 13a-l5(f) and 15d- 
15(f),of the Exchange Act) sufficient to provide reasonable assirrarices regarding the reGability o f f w c i a l  reporting. Progress (x) has designed ithd 
maintains disclosure controls and procedures.(as definedin Rules 13a-l5(e) and 156-1 5(e) of the E x c h ~ g e  Act) to provide‘reasonable assuiance 
that all infomation required to be.disclosed by Progress in the reports that it files or submits under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms and is accumulated and communicated to Progress’s 
management as appropriate to allow timely decis’ions regardmg required disclosure, and (y) has disclosed, based on its most recent evaluation of 
internal control over f m c i a l  reporting; to Progress’s outside auditors and the audit committee of the Board of Directors of Progress (A) all 
sigmficant deficiencces and material weaknesses in’the design or opefation of internal control over f m c i a l  reporting which are reasonably likely 
to adversely affect Progress’s ability to record, process, summarize and report financial information and (B) any’fiaud, whether or not material, 
&- ‘ kvolves management or other, employees who have asignificant role in Progress’s intern$ control over financial reporting. Since 
1 
so disclosed 

.nber 31,2006, any material change in internal control over f m c i a l  reporting required to be disclosed in any Progress SEC Report has been 
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(vi) Since December 31,2006, (x) neither.Progress nor any of its subsidiaries nor, to the knowledge of the Executive Officers (for the 
purposes of this Section 3.01 (e)(vi), 'hi sach term is 'defme,d in Section 3b-7 of the Exchatige Act) of Progress, any diyector, officer, employee, 
auditor, accountant or representative of Progress or any of its subsidiaries has.received or otherwise obtained knowledge of any.material complain4 
allegation, assertion.or claim,. whether written or oral, regardmg.the accounting or auditing practices, procedures, methodologies or methods of 
Progress or any of its subsidiaries or their respective internal accounting controls. relating to periods after December 31, 2006, includmg any 
material complaint, allegation, assertion or claim thakProgress or @y of its Subsidiaries has engaged in questionable acco+g or auditing 
practices (except for ~y of the foregoing after the date hereof w&ch have nore,asoniible'basis), and or) to the knowledge ofthe Executive Officers 
of Progress, no attorney representing. progress or any of i@ subsidiaries, whether or not employed by Progress. any of its subsidiaries, has 
reported evidence of amaterial violation.of securities laws, breach of fiduciary duty or similar violation, relating to periods after December 31, 
2006, by Progress or any of its officers., directors, employees or agents to the Board of Directors of Progress or any committee thereof or to any 
director or Executive Officer of Progress. 

(f) Absence of Certain Changes or Events. Since December 31, 2009, through tlie date hereof, Progress and its subsidiaries'have conducted 
their respective businesses in all material respects in the ordmuy course of business in a consistent manner since such date and there has not been 
any change, event or development that, individually or in the aggregate, has had or could reasonably be eqected to have amaterial adverse effect 
on Progress. 

(g) Absence of Undisclosed Liab es. Except for matters reflected or reserved against in the consolidated balance sheet (or notes thereto) as 
of December 31, 2009, included in the Progress Financial Statements, neither Progress nor any of its subsidiaries has a q f  liabilities or obligations 
(whether absolute, accrued, contingent, fxed or otherwise, or whether due or to become due) of any nature that would be required by GAAP to.be 
reflected on a consolidated balance sheet of Progress and its consolidated subsidiaries (includmg the notes thereto), except liabilities or obligations 
(i) that were incurred in the ordinary course of business consistent with past practice since December 31, ,2009, (ii) that were incurred in 
connection with the transactions Contemplated by this Agreement and that are not material h the aggregate or &)that individually or in the 
aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. Neither Progress'nor dny of its 
subsidiaries is a party to, or has any commitment to become a party to, anjTjoint ve~nture, off-balFce sheet parkiers&p or any similar contract or 
arr---?ement (including any Contract relating to any -action or relationship between or among Progress and any.of itr, subsidiaries, on the onti 
12 md any-unconsolidated affiliate, including any structured finance, special purpose or limited purpose entity or person, on the other hand, or 
any "off-balance sheet arrangements" (as defmed in Item 303(a) of Regulation S-K under the Exchange Act), where tlie res.ulf purpose or effect of 
such conkact or arrangement is to avoid disclosure of any material transaction involving, or material liabilities of, Progress'or any of its 
subsidiaries, in the Progress Financial Statements or the Progress SEC Reports. 

(h) Legal Prdceedings. Except for Environmental Claims, whkh are tlie subject of Section3.Ql(n), as of the date of tliis Agreement, (i) there 
are no actions, suits, arbitrations or proceedings pen& or;to the knowledge of Progress, threatened against, relating to or affecting, nor to the 
knowledge.of Progress are there any Governmental Authority investigations,' inquiries or audits pending or threatened against, relating$o or 
affecting, Progress 'or any of its subsidiaries or any of the Progress Joint Ventures or any of their respective assets and properties.thaf in each case, 
individually or in the aggregate, have had or could reasonably be expected to,have a material adverse effect on Progress and (ii) neither Progress 
nor any of its subsidiaries or material assets is subject to any order of any Gov,ernmental Aythority that, individually or,in the aggregate, has had or 
could reasoMbly be expected to have a material a.dverse effect on Progress. 

(i) Information Supplied. None of the infomation supplied or to be supplied by Progress for inclusion or incorporation by reference in (i) the 
Form S-4 wilz at the time the Form S&4 is filed with the SEC, at any time it is amended or supplemented or at the time it becomes effective under 
the Securities Act, contain any untrue 
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statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein not 
misleading, or (ii) the Joint Proxy Statement will, at the date it is first mailed to Duke's shareholders or Progress's shareholders or at the time of the 
Progress Shareholders Meeting or the Duke Shareholders Meeting, contain any untrue statement of a material fact or omit to state any material fact 
required to be stated therein or necessary in order to make the statements there& in light of the circumstances under which they are made, not 
rr ding. The Joint Proxy Statement (other than the portions thereof relating solely to the Duke Shareholders Meeting) d comply as to form in 
all ,.,aterial respects with the requirements of the Exchange Act and the rules and regulations thereunder, except that no representation is made by 
Progress with respect to statements made or incorporated by reference therein based on information supplied by or on behalf of Duke or Merger 
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Sub for inclusion or incorporation by reference in the Joint Proxy Statement 

6) permits: Compliance with Laws and Orders. Progress,.its subsidiaries andthe Progress Joint Ventures hold all permits, licenses, 
certificates, notices, authorizations, approvals and similar Consents of all Governmental Authorities (“Permits”) necessary for the lawful conduct 
of their respective b*inesses, except for failures to hold such Permits that, individually or in the aggregate, have not had and’couldnot reasonably 
.t Iected to have a material adverse effect on Progress. Progress, its subsidiaries and the Progress Joint Ventures are in compliance with the 
teZ2 oftheir Permits, except failures so to comply that., iridividyally or in the aggregate, have not had and could not reasonably be expected to 
have a matpial adverse effect on Progress.,Progress, its subsidi&es and the Progress Joint Ventures are not, tmd since JanUary 1,2008 have not 
been, in violation of or default under any law or order of any Governmental Authority, except for such violations ,or defaults that., individually or in 
the aggregate, have not.had.and couldnot reasonably be expected to have a material adverse effect on’Progress. Progress is, and since Janua~y 1, 
2008 has been, in.compliaixe.in all material respects with (i) SOX and (ii) the applicab1e.listing Standards and corporate governance.rules:and 
regulations of the NYSE. The above provisions of this Section 3.016) do not relate to matters with respect to taxes, such.matters being the subject 
of ,Section 3.01 (k), Environmenb+l Permits and Envkobrnental Laws, such,matters being the subject of Section 3.01(n), benefits plaris, such matters 
being the subject of Section 3.01(1) and nuclear power plants, such mattes being the subject of Section 3.01 (0). 

(k) Taxes. 

(i) Except as has not had, and could not reasonably be expected to have, a material adverse effect on Progress: 

(A) Each of Progress and its subsidiaries has timely filed, or has caused to be timely filed on its behalf, all Tax Returns required 
to be filed by it, and all such Tax Returns are true, complete and accurate. All Taxes shown to be due and owing on such Tax Retums 
have been timely paid. 

(l3) The most recent financial statements contained in the Progress SEC Reports filed prior to the date of this Agreement reflect, 
in accordance with GAAP, an adewte  reserve for all Taxes payable by Progress and its subsidiaries for all taxable periods through the 
date of sucli f m c i a l  statements. 

(C) There is no audit, examinaticn, deficiency, refund litigation, proposed adjustment or matter in controversy with respect to any 
Taxes or Tax Return of Progress or its subsidiaries, and, to the knowledge of Progress, neither Progress nor any of its subsidiaries has 
received writfennotice of any claim made by a governmental authority in a jurisdiction where Progress or any of its subsidiaries, as 
applicable, does not file a Tax Return, that Progress or such subsidiary is or may be subject to income taxation by that jurisdiction. No 
deficiency with respect to any Taxes has been proposed, asserted or assessed against Progress or any of its subsidiaries, and no requests 
for waivers of the time to assess any Taxes are pending. 

the assessment of any Taxes or deficiencies against Progress or any of its subsidiaries, andno power of attorney granted by either 
Progress or any of its subsidiaries with respect to any Taxes is currently in force. 

(D) There are no outstanding written agreements, consents or waivers to extend the statutory period of limitations applicable to 

A-15 

Table of Contents 

(E) Neither Progress nor any of its subsidiaries is a party to any agreement providing for the allocation or sharing of Taxes 
imposed on or with respect to any individual or other person (other than (I) such agreements with customers, vendors, lessors or the like 
entered into in the ordinary course of business and @) agreements with or among Progress or any of its subsidiaries), and neither 
Progress nor any of its subsidiaries (A) has been a member of an affiliated group (or similar state, local or foreign filing group) filing a 
consolidated U.S. federal income Tax Return (other than the group the common parent of which is Progress or a subsidiary of Progress) 
or (€3) has any liability for the Taxes of any person (other than Progress or any of its subsidiaries) (I) under Treasury Regulation 
Section 1.1502-6 (or any similar provision of state, local or foreign law), or @) as a transferee or successor. 

subsidiaries. 
(F) There are no material Liens for Taxes (other than for current Taxes not yet due and payable) on the assets of Progress and its 

(ii) Neither Progress nor any of its subsidiaries has taken or agreed to take any action or knows of any fact, agreement, plan or other 
circumstance that is reasonably likely to prevent or impede the Merger from qualifying as a reorganization under Section 368(a) of the Code. 

For purposes of this Agreement 

‘‘= means any and all federal, state, local, foreign or other taves of any kind (together with any and all interest penalties, additions to 
tax and additional amounts imposed with respect thereto) imposed by any governmental authority, includmg, without limitation, taxes or other 
charges on or with respect to income, franchises, windfall or other profits, gross receipts, property, sales, use, capital stock, payroll, employment, 
ut 

v a  -added. 
loyment, social security, workers’ Compensation, or net worth, and taxes or other charges in the nature of excise, withholdmg, ad valorem or 

\ 
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“T- means any return, report or similar statement (includq die schedules attached thereto) required to be filed with respect to 
Taxes, i n c l u h ,  without limitation, any information return, claim for reflmd, amended return, or dec,laration of estimated Taxes. 

(1) Emplovee Benefit Plans: ERISA. 

(i) Except for such matters that, individually or in the aggregate, have not had and could not reasonably be expected to have a material 
adv,;se effect on Progress, (A) all Progress Employee Benefit Plans are in compliance with all applicable requirements of law, including the 
Employee Retirement Income Security Act of 1974, as amended, and the rules and regulations thereunder (“mSA”), and the Code, and (B) there 
does not now exist nor do any circumstances exist that could result in, any Controlled Group Liability that would be a liability of Progress or any 
of its subsidiaries following the Closing. The only material employment agreements, severance agreements or severance policies applicable to 
Progress or any of its subsidiaries are the agreements and policies disclosed in Section 3.01(1)(i) of the Progress Disclosure Letter. 

(u) As used herein: 

(3) under Sections 41 2 and 4971 of the Code, and (4) as a result of a failure to comply with the continuation coverage requirements of 
Section 601 et seq. of ERISA and Section 4980B of the Code; 

(B) “Promess Emplovee Benefit Plan” means any Plan entered into, established, maintained, sponsored, contributed to or 
required to be contributed to by Progress or any of its subsidiaries for the benefit of the current or former employees or directors of 
Progress or any of its subsidiaries and existing onthe date of this Agreement or at any time subsequent thereto and, in the case of a Plan 
tliat is subject to Part 3 of Title I of ERISA, Section 412 of the Code or Title IV of ERISA, at any time 

(A) “Gntrolled Group Liability” means any and all liabilities (1) under Title IV of ERISA, (2) under Section 302 of ERISA, 
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during the five-year period preceding the date of this Agreement wifh respect to which Progress or any of its subsidiakies has or could 
reasonably be expected to have any present or future actual or contingent liabilities; and 

(C) “plan“ means any employment, bonusj incentiye compensation, defeFed compensation, long temi incentive, pension, profit 
sharing, retirement, stock purchase, stock option, stock ownership, stock appreciation rights, phantom stock, leave of absence, ,layoff, 
vacation, day q dependent care, legal seryices, cafeteria, life, health., medical, accident, disability, workmen’s compensation or other 
insurance, retention, severance, separation, termination, change of control or other benefit plan, agreement practice, policy, program, 
scheme or arrangement of any kind, whether written or:oral, including any “employee benefit.plan” wii3.i.n the meaning of Section 3(3) 
of ERISA. 

(iii) No eventbas occqrred, q d  there exists nij condition or s,et of circumstances in connection with any Progress Employee Benefit 
Plan, that has had or couldreasonably be expected to h v e  a.material adverse effect on Progress. 

(iv) Section S.Ol(l)(iv) of the Progress Disclosure Letter identifies each Progress Employee Benefitplan that provides, upon the 
occurrence of a change in the ownerslip or effective control of Progress or its subsidiaries or a change in the ownership of all or a substantid 
portion of the assets of Progress or itssubsidiaries; either alone or upon the occurrence of any additional or subsequent events and whether or not 
appgcable to the transactions contemplated by th,s’Agreement, for (A) g.n acceleration oftlie time of payment of or vesting in, or an kcrehe ,+ the 
amount of, compensati.on or benefits due any current or former employee, director or officer of Progress or its subsidiaries, (B) any forgiveness of 
indebtedness or ‘obligation to fund compensation or benefits with respect to any such employee, director or officer, or (C) an entitlerneni of any 
such employee, director or officer to severance pay, unemployment compensation or any other payment or other benefit.. 

(v) Each Progress Employee Benefit Plan that is in any part a “nonqualified deferred compensation phi’’ subject to Section 409A of 
the Code (A) materially complies and, at all times. after December 31,2008 has materially complied, both in form agd operation, with the 
repuirements of Section 409A of,the Code and the fmal regulations thereunaer and (€3) between January 1,2005 andDecember 31, 2008 was 
operated i11 material reasonable, good faith compliance with Section 409A of the Code, as d e t e e e d  under applicable guidance of the United 
States Department of the Treasury (the “Treasuf’) and the Internal Revenue Service. 

(m) Labor Matters. As of tlie date hereof, neither Progress nor any of its subsidiaries is a party to,,bound by.or in the process of negotiahg 
any collective bargainiig weement or other labor agreement with any union br labor organization As::of the date of this Agreement there qe  no 
disputes,‘grievances or arbitrations pending or, to the knowledge of Progress, threatened between Progress or’any of its subsidiaries gnd any trade 
union or othgr representatives of its employees and there is no charge or complaint pen% or threatened in writing against Progress or any of  its 
subsidiaries before tlie National Labor Relations Board (the ‘TJT.XF3’’) or any similar Governmental Authority, except in tach case as, individually 
c- ‘ the aggregate, have not had and could not reasonably be expected to have a. material adverse effect on Progress, and, to die knowledge of 
1 .ess, as of tlie date of this Agreement, there are no material organizational efforts presently being made involving any of the employees of 
Progress or any of its subsidiaries. From December 31, 2007, to the date of this Agreement, there has beenno’work,stoppage, strikt, slowddwn or 
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lockoui by or affecting employees of Progress or any of its subsidiaries and, to the knowledge of Progress, no such action has been threatened in 
writing, except in each case as, individually or in the aggregate, have not had and could not reasonably be expected to have amaterial adverse 
effect on Progress. Except as, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse effect 
on Progress; (A) there are no litigations, lawsuits, claims, charges, complaints, arbitrations, actions, investigations or proceedmgs pending or, to the 
kny-71edge of Progress, threatened between or involving Progress or any of its subsidiaries and any of their respective cure& or former employees, 
in ndent contractors, applicants for employment or classes of the foregoing; (B) Progress and its subsidiaries are in compliance with all 
apphcable laws, orders, agreements, contracts and policies respecting employment and 
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employment practices, including, without limitation, all legal requirements respecting terms and conditions of employment, ewal opportunity, 
workplace. health and safety, wages and hours, child labor; immigration, discrimination, disability rights or benefits, facility closures and layoffs, 
workep’ compensatiog labor relations, employee leaves andunemployment i n s i i ~ c e ;  and (C) since JanUary 1, 2007, neitherprogress nor any of 
its subsidiaries has engaged iri any “plant closing” or “mass layoff,” as defined in the Worker Adjustment Retraining and Notification Act or any 
comparable state or local law (the “WARN Act”), .without complying with the notice requirements of such laws. 

(n) Erivironmental .Matters. 

(i) Each of Progress, its subsidigies and the Progiess Joint Ventures since January 1,2008 has been and is in compligixe with all 
applicable Environmental Laws (as hereinafter defined), except where the failure to be in such compliance, individuiilly or in the aggregate, has not 
had and could not reasonably be expected to have a material adverse effect o n  Progress. 

(ii) Each of Progress, its subsidiaries and the Progress Joint Ventures has obtained all Permits under Environmental Laws. (collectively, 
the “Environmental Permits”) necessary for the’constmction oftheir facilities and the conduct of their operations as of the date of this Agreement, 
as applicable, and all such Environmental Permits &e valihly issued, in full force and effect, and final, and Progress, its subsidiaries apd the 
Progress Joint Ventures are in compliarice with all terms and conditions of the Environmental Permits, except where the failire to obtain such 
Environmental Permits, of such Permits to be in good standmg or, where applicable, of a renewal application to have been timely filed and be 
pen- or to be in such compliance, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse 
ef m Progress. 

(iii) There is no Environmental Claim (as hereinafter defined) pending: 

(A) against Progress or any of its subsidiaries orany of the Progress Joint Ventures; 

(€3) to the knowledge of Progress, against any person or entity. whose liability for such Enviromental Claim has: been retained or 

(C) against any real or personal property or operations that Progress or any of its subsidiaries or a ~ y  of the Progress Jo-t 

assumed either contractually or by operation of law by Progress or any of its subsidiaries or any of the Progress Joint Ventures; or 

Ventures owns, leases or manages, in whole or in part, or, to the knowledge of Progress, formerly owned, leased or managed, in whole 
or hi part, except in the case.of clause (A), ,@j or (CJ for such’Environmental Claims that, individually or in the aggregate, have not had 
b d  couldnot reasonably be.expected to have amaterial adverse effect on Progress. 

(iv) To the knowledge of Progress, there have not been any Releases (aS hereinafter ‘defhed) of any Hazardous Material (as hereinafter 
defined) that would be reasonably likely to form the basis of any Environmental Claim against Progress or any of its subsidiaries, or any of the 
Progress- Joint Ventures, in each.case, except for such Releases thaf individually or in the aggregate, have not had and could not reasonably be 
expected to have a material adverse effect onProgress. 

(v) As used in this Section 3.01 (n) and hi Section- 3.02(n): 

letters, directives, claims, liens, investigations, proceedmgs or notices ofnoncompliance, liability or violation (written or oral) byany 
perion or entity (includmg any Governmental ,Authority) alleging potential hability (inclu+g potential respoqib&y or liability for 
enforcement, investigatory costs, cleanup costs, goverlimental respode costs, removd costs, remedial costs, natural resources 
damages, property damages, personal injuries or penalties) arising out of, based on or resulting &om circumstances forming tlie basis of 
any actual or alleged noncompliance witb, violation of, or liability under, any Environmental Law or Environmental Permit; 

(A) ‘‘&x+onm ental Claim” means any and all administrative, regulatory or judicial actions, suits, orders, demands, demand 
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(B) “Environmental Laws” means all domestic or foreign federal, state and local laws, principles of common law and orders 
relating to pollution, the environment (including ambient air, surface water, groundwater, land surface or subsurface strata) or 
protkction of h p a n  health as it relates to the environment incldng laws relating to the presence or Release ofHazardoys Materials, or 
otherwise relating to the manufacture, processing, distribution, use, treatmenf storage, disposal, transport or handling of, or exposure 
to, Hazardous Materials; 

(C) “J-Jazardous Materials” means (a) any petroleum or petroleum products, radioactive materials, asbestos, in any form that.is or 
could become friable, urea .formaldehyde foam insulation, and polychlorinated biphenyls; and (b) any chemical, material, substance or 
waste that is prohibited, limited or regulated under any Environmental Law, and 

(D) “Release” means any spill, emission,.leakmg, injection, deposit, disposal, discharge, dispersal, leaching or migration into the 
atmosphere, soil surface water, groundwater or property. 

(0) Ownership of Nuclear Power Plants. The operations of the nuclear generation stations owned, in whole or part, by Progressor its 
subsidiaries’ (collectively, the ‘‘Progress Nucledr Facilities”) are wij have been conducted in compliance wifh all applicable laws and Permits, 
except for such failuires to comply that, individylly or in the aggregate, have notlhad and could not reasonably be expected to have a material 
adverse effect on Progress. Each of the,Progress Nuclear Facilities maintains, and is.in material compliance with, emergency p l ~  designed to 
respond to an unplanned Release therefrom of radioactive materials and each such plan conforms with the requirements of applicable law in-all 
material respects. The plans for the decomdssio&g,of each of the Progress Nuclear Fac 
with the requirements of applicable law in all materialxespects and, solely with respect to the portion of the Progress’Nuclear Facilities owned, 
directly or indirectly, by Progress, are funded consistent with applicable law. Since December 31,2008, the operations of the Progress Nuclear 
Facilities have not been the subject of any notices of violation, any ongoing proceedmg, NRC Diagnostic Teh.hpections or requests for 
information from the NRC or any other agency with jurisdiction over such facility, except for such notices or requests for information that, 
individually or in the aggregate, have not had and could not reasonably be expected to have amaterial adverse effect on Progress. No Progress 
Nuclear Facility is listed by the NRC in the Unacceptable Performance column of the NRC Action’Matrix, as a part of NRC’s Assessment of 
Licensee Performance. Liability insurance to the full extent required by law for operating the Progress Nuclear Facilities remains in h l l  force and 
effect regardmg such facilities, except for failures to maintain such insurance ‘in full force and effect that, individually or in the aggregate, have not 
had and could not reasonably be expected.to have a material adverse effect on Progress. 

es and for the storage of spent nuclear fuel conform 

(p) Vote Required. Assuming the accuracy of the representation and wauanty contained in Section3.O2(r), the affirmative vote of the holders 
of record of at least a majority of the outstanding slues of Progress Common Stock, with respect to the approval of this Agreement (the “Progress 
Shareholder Auuroval”), is the only vote of the holders of any class or series of the capital stock of Progress or its subsidiaries recpired to approve 
tl-’ Ygreement, the Merger and the other transactions contemplated hereby. 

(4 @inions of Finan cia1 Advisors. The Board of Directors of Progress has received the opinion of each of Lazard Freres & Co.. LLC and 
Barclays Capital Inc., to the effect that, as of the date of such opinion and’based on the assumptions,, qualifications and 1i.rnitations contained 
therein, the Exchange Ratio is fair, from a f m c i a l  point of view, to the holders of Progress Co&on’Stock. 

(r) Ownership of Duke Capital Stock. Neither Progress nor any of its subsidiaries or other affiliates beneficially owns any shares of Duke 
capital stock. 

( s )  1. Progress has taken .d necessary actions, if any, so that the provisions of 
Articles 9 and 9A of the NCBCA will not, before the termination of this Agreemenf apply to this Agreemenf the Merger or the other transactions 
contemplated hereby. No “fair price,” 
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“merger moratorium,” “control share acquisition,” or other anti-takeover or similar statute or regulation applies or purports to apply to this 
Agreement, the Merger or the other transactions contemplated hereby. 

(t) Joint Venture Representations. Each representation or warranty made by Progress in this Section 3.01 relating to a Progress Joint Venture 
that is neither operated nor managed solely by Progress or a Progress subsidiary shall be deemed made only to the knowledge of Progress. 

(u) Jnsurance. Except for failures to maintain insurance or self-insurance that, individually or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect on Progress, from January 1,2007, through the date of this Agreement, each of Progress 
and its subsidiaries has been continuously insured with financially responsible insurers or has self-insured, in each case in such amounts and with 
ref-sct to such risks and losses as are customary for companies in the United States conducting the business conducted by Progress and its 
s liaries dunng such time period Neither Progress nor any of its subsidiaries has received any notice of anj7 pen- or threatened cancellation, 
termination or premium increase with respect to any insurance policy of Progress or any of its subsidiaries, except with respect to any cancellation, 
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termination or premium increase that, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse 
effect on Progress. 

(v) Energy Price Risk Management Progress has established risk parameters, limits and guidelines in compliance with the risk.mauagement 

aries with such energy price risk parameters. Progress has provided the Progress Risk MLagement Guidelines to Duke prior to the date of 
poliw approved by Progress’s Board ofbirectors (the “Progress Risk Management Guidelines”) and monitors compliance by Progress and its 
SL 
thisxgreement. Progress is in compliance in all mateeal respects with ,the Progress Risk Management Guidelines. 

(w) PrFress Material Contracts. 

,(i) For purposes of this Agreement, the term “Fro_press Material Contra c e  shall mean any Contract to which Progfess or any of its. 
subsidides is a party or bound as of the date hereof: 

(A) that is a.“material contract” (as such term is defmed in Item 601 (b)(l 0) of Regulation SLK of the SEC); 

(B) that (1) purports to liinit in any material respect either the type of business in which Progress or its subsidiaries (or, after the 
Effective Time, Duke or its subsidiaries) or. any of their, respective affiiates may engage or the manner or geographic area in which any 
of them may so engage.in any business, (2) would require the disposition of any material assets or line of buskess d Progress or its 
subsidiaries (or, after the Effective Time, Duke or its subsidiaries) or any of their respective affiliates as a result of the consummation of 
the transactions contemplated by this Agreement, (3)  is amaterial ,Contract that grants “most favored nation” status that, following the 
Effective Time, would impose obligations upon Duke or it.$ Subsidiaries, includmg Progress and its subsidiaries, or.(4) prohibits or 
h k ~ ,  in any material respect, the right of Progress or any of its subsidiaries (or, after the Effective Time, Duke or its subsidiaries) to 
make, sell or distribute any products or services or use, transfer, license or enforce any of their respective intellectual property rights; or 

(C) that (I). has an aggregate principal amount, or provides,for an aggregate obfigation, in excess of $100,000,000 (I) evidencing 
indebtedness for borrowed money of Progress or any of its subsidiaries to any third party, (II) guaranteeing any such’indebtedness. of a 
third party or (ID) containing a covenant restricting the payment of dividends, or (2) has the economic effect of any of the items set 
forth in subclause (1) above. 

(i;) Neither Progress nor qiy subsidiary of Progress is in breach of or default under the terms of any Progress Material Contract and no 
event has occurred that (yritli or without notice or lapse of time or both) could.result in a.breac1i’or default under any Progress Material Contract 
where such breach or .default could reasonably be expected to have, individually or ip the aggregate, a material adverse effect.onProgress. To the 
knowledge of 

A-20 

Table. of Contents 

Progress, no other party to any Progress Material Contract is in breach of or default under the terms of any Progress Material Contract where such 
breach or default has had, or could reasonably be expected to have, individually or in the aggregate, a material adverse effect on Progress. Except 
as could not reasonably be expected to have, individually or in the aggregate, a material adverse effect on Progress, each Progress Material 
Contract is a valid and binding obligation of Progress or the subsidiary of Progress which is party thereto and, to the knowledge of Progress, of 
each other party thereto, and is in full force and effect, except that such enforcement may be subject to applicable bankruptcy, insolvency, 
reorganization, moratorium or other similar laws, now or hereafter in effect, relating to creditors’ rights generally and to general equitable 
principles. 

(x) Anti-Bribery Laws. 

(i) To the knowledge of Progress, Progress and its subsidiaries are, and since January 1,2008, have been, in compliance in all material 
respects with all statutory and regulatory requirements under the Foreign Corrupt Practices Act (1 5 U S.C. §$7Xdd-I, et seq.), as amended, the 
Anti-Kickback Act of 1986, as amended, the Organization for Economic Cooperation and Development Coiwention Against Bribery of Foreign 
Officials in International Business Transactions and all legislation implementing such convention and all other international anti-bribery 
conventions, and all other anti-coqtion and bribery laws (includmg any applicable written standards, requirements, directives or policies of any 
Governmental Authority) (the “bti-Bnbery Laws”) in jurisdictions in whicliProgress and its subsidiaries have operated or currently operate. 
Since January 1,2008, neither Progress nor any of its subsidiaries has received any communication from any Governmental Authority or any 
written communication from any third party that alleges that Progress, any of its subsidiaries or any employee or agent thereof is in material 
violation of any Anti-Bribery Laws, and no such potential or actual material violation or liability has been discovered 

(ii) Without limiting the other provisions of this Section 3.01 (x), since January 1,2008, none of Progress or its subsidiaries nor, to the 
k r  --.ledge of Progress, any of their respective current or former directors, officers, principals, employees, managers, sales persons, consultants or 
G 

made or offered or solicited or accepted any contribution, gi& gratuity, entertainment, bribe, rebate, payoff, influence payment, kickback or other 
Gents or representatives, distributors, contractors, joint venturers or any other person acting on any of their behalf, has, directly or indirectly, 
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payment or anythmg else of value to or from any person, private or public (includmg customers, potenbal customers, pohtical parties, elected 
officials and candidates), whether in money, property, services or any other form, to influence any act of such person in such person’s official 
capacity, inducing such person to do or omit to do any act in violation of the la* official duty of such person or securing an improper advantage 
or to induce such person to use such person’s influence to obtain or retain business for Progress or its subsidiaries or otherwise to confer any 
bertpfit to Progress or its subsidiaries in violation in any material respect o f  any Anti-Bribery Laws. 

(iii) Since January 1,2006, neither Progress nor any of its subsidiaries bas made any disclosure (voluntmy or otherwise) to any 
Governmental Authority with respect to any alleged material irregularity, material misstatement or material omission or other potential material 
violation or liability arising under or relating to any Anti-Bribery Law. 

Section3.02 Representations and Warranties of Duke and M erger Sub. Except as set forth in the letter dated the date of this Agreement and 
delivered to Progress by Duke concurrently with the execution and delivery of this Agreement (the “Puke Disclosure Letter”) or, to the extent the 
qualifying nature of such disclosure is readily apparent therefrom and excludmg any forward-looking statements, risk factors and other similar 
statements that are cautionary and non-specific in nature, as set forth in the Duke SEC Reports filed on or after January 1,2009 and prior to the 
date hereof, Duke and Merger Sub represent and warrant to Progress as follows: 

(a) Organization and Oualification 

(i) Each of Duke and its subsidiaries is duly organized, validly existing and in good standing (with respect to jurisdictions that 
recognize the concept of good standing) under the laws of its jurisdiction of organization and 

A-21 

L _I -_-- -- 

Table of Contents 

has full power and authority to conduct its business as and to the extent now conducted and to own, use and lease its assets and properties, except 
for such fahres to be so organized, existing and in good standing (wig1 respect to jurisdictions that recognize the concept of good standing) or to 
hav.e such power and authority that., individually or in the aggregate, have not had and could not be reasonably ‘expected to have a mat‘erial adverse 
effect on Duke. Each of Duke and its subsidikies is 8uly quahfied, licensed or admitted to do business and is in good standmg (with respect to 
jurisdictions that recogriize the concept of goodstanding) in.each jurisdiction in whichtlie.ownership, use or l e a s h  of its assets and properties, or 
thr -7nduct or nature of its business, makes such qualification, licensing or admissionnecessary, except for such failures to be so qualified, 
li 
aggregate, have not had and could not reasonably be expected to have a material adverse effect on Duke. Section 3.@2(a)’of %e Duke Disclosure 
Letter sets forth as of the date of tI$Agreement the name and jurisdiction of organiiation of each subsidiary of Duke. Merger Sub .k .a newly 
formed corporation and IBS engaged in no activities except as contemplated, by this Agreement All of the outstanding capital s@ck of Merger Sub 
is owned directly by Duke.‘No subsidiary of Duke owns any stock in Duke. Duke has made available to Progress prior to the date of this 
Agreement a true and complete copy of Duke’s ce&icate of incorporation andby-laws, each as amended through: the date hereof. 

jd or admitted and in good standing (witli-respect to jurisdictions that recognize the concept of good s t a n d q )  that., i n d i v i M y  or in the 

(S) Section 3.02ia) of the Duke Discldsuie Letter sets forth a description as of tlie date of this Agreemenf of all Duke Joint Ventures, 
including (x) the name of each such entity &d (y) a brief description of the principal iine or lines of business cdnducted by each such entity. 

(iii) Except for interests in the subsidiaries of Duke; the Duke Joint Ventures and interests acquired after the date of this Agreement 
without violating any covenant or agreement set fortli herein, neither Duke nor any of.its subsidiaries directly or indirectly owns any equity or 
similar interest in, or any interest convertible into or exchangeable or exercisable for, ariy eciuityor siniilar interest in, any person, in which the 
invested capital associated with such interest of Duke’ or any of its subsidiaries exceeds, individually as of the date ofthis Agreement., 
$1 00,000,000. 

(b) Capital Stock.. 

(i) The authorized capital stock of Duke consists of 

shares were outstanding as of October 29,201 0; and 
(A) 2,000,000,000 shares of common stock, par value $0.001 per share (the “Duke Common Stock”), of which 1,324,548,714 

@) 44,000,000 shares of preferred stock, par value $0.001 per share, none of which were outstandmg as of tlie date of this 
Agreement. 

As of the date of this Agreemenf no shares of Duke Common Stock are held in the treasury of Duke. As of the date of this Agreement, 
13,869,567 shares of Duke Common Stock were subject to outstanding stock options granted under the Duke Employee Stock Option Plans 
(“D7lke Emplovee Stock Opti~ns”), 1,756,064 shares of Duke Common Stock were subject to outstanding awards of phantom stock units of Duke 
C 
shares of Duke Common Stock, determined at maximum performance levels (“puke Performance Shares”) and 75,901,515 additional shares of 

ion Stock (“Duke Phantom Stock Units”), 7,549,720 shares of Duke Common Stock were subject to outstanding awards of performance 
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Duke Common Stock were reserved for issuance pursuant to the Duke Power company Stock Incentive Plan, the Duke Energy Corporation 1998 
Long-Term Incentive Plan, the Duke Energy Corporation 2006 Long-Tern Incentive Plan, the Duke Energy Corporation 2010 Long-Tern 
Incentive Plan, the Duke Energy Corporation Directors’ Savings Plan, the Duke Energy Corporation Executive Savings Plan and any other 
compensatory plan, program or arrangement under whch shares of Duke Common Stock are reserved for issuance (collectively, the “& 
Er ‘9yee Stock oDtion Plans”). Since October 29,201 0, no shares of Duke Common Stock have been issued except pursuant to the Duke 
E.- Jyee Stock Option Plans and Duke Employee Stock Options issued thereunder, and from October 29,201 0 to the date of this Agreement, no 
shares of Duke Common Stock have been issued other than 268,498 shares of Duke Common Stock issued 
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pursuant to the Duke Employee Stoci Option’Plans orDuke Employee Stock Optionskuedthereunder. All of the issued and outstanding shares 
of Duke Common Stock are, and all shares reserved, for issuance will be, upon issuance in accordan‘ce with the terms specified in the instruments 
or agreements pursuant to which they are issuable, duly authorized, validly issued, fully paid and nom.ssessable. Except as disclosed in this 
Section 3.02(b), as of date of this Agreement there are no outstanding Options obligating Duke or any of its subsidiaries (A) to issue or sell .any 
shares of capikl stock of Duke, (€39 to grant, extend or enter into any Option with respect thereto, (C) redeem or otherwise acquire any such shares 
of capital stock or other equity interests or (D) provide amaterial amount of funds to, or make any material invesiment (in the form of a loan, 
capital contribution or otherwise) ;1, any of their respective subsidiaries. 

(ii) Except as pemiitted by this Agreemenf aU of the outstanding shares of capital stock of each subsidiaj of Duke are duly authorized, 
validly issued, fully paid and nonassessable and are owned, beneficially and of record, by Duke or a subsidiary of Duke, free and clear of any 
Liens, except for any of the foregoing that individually or in the aggregate, have not had and could not reasonably be expected to have a material 
adverse effect on Duke. All of the ‘outstanclmg shares of capital stock of Merger Sub are duly authorized, validly issued, fully paid and 
nonassessable and are owned, beneficially and of record, directly by Duke. The shares of Merger Sub owned by Duke are owned free and clear of 
any Liens. There are no (A) outstandiug Options obligating Duke or any of its subsidiaries to issue or sell any shares, of capital stock of any 
subsidiary of Duke or to grant, extend or enter into qny such Option or (B) voting trusts, proxies or other commitments, .wdeetandings, restrictiop 
or.arrangements in favor of ‘any person other than Duke ora  subsidiary wholly-owned, directly or indirectly, by Duke with respect to the voting of 
or the right ts participate in dividends or other earnings on any capital stock of Duke or any subsidiary of Duke. 

(iii) As of the date of this Agreement, none of the subsidiaries of Duke or the Duke Joint Ventures is a “public utility company,” a 
“hoiding company,” a “subsidiary company” or-an,“affiliate” of b y  hold&g company within the meaqing of Section 2(a)(5), 2(a)(7), 2(a)(8) or 
2(a)(l1) of the 2005 Act, respectively.Norie of Duke, its subsidigries and the Duke Joint Ventures is registered under the 2005 Act 

(iv) As of the date of this Agreement, no bonds; debentures, notes ‘or other indebtedness of Duke or any of its subsidiaries having the 
right to vote (or which are convertible into or exercisable for securities having the right to vote) (collectively, “Duke Voting Debt”) on any matters 
on which Duke shareholders may vote are issued or outstanding nor are there any outstanding Options obligating Duke or any of its subsidiaries to 
issue or sell any Duke Voting Debt or to grant, extend or enter into any.Option with respect thereto.. 

(v) Each,sliare of Duke Comi~on Stock to be issued in the Merger shall be duly authorized, validly issued, 11ly paid and nonassessable 
and free and clear of any Liens. 

(vi) There have been no repricings of any Duke Employee Stock Options through amendments, cancellation and reissuance or other . 

meam during the current or prior two (2) calendar yeais. None of the’Duke Employee’Stock Options, Duke Phantom Stock UGts or Duke 
Performance Shares (A) have beenyantedsince August 6,.2010, ,except 
contemplation of the Merger or the traqactions Contemplated in this Agreement None of the Duke Employee Stock Options was granted with an 
exercise price below the per share closing price on the NYSE on the date-of grant All grants of Duke Employee Stock Options, Duke Phantom 
Stock Units and Duke Performance Shares were validly made and properly approved by the Board of Directors of Duke (or a duly authorized 
committee or subcommittee thereof) in compliance with all applicable laws and recorded onthe consolidated f m c i a l  statements of Duke in 
accordance with GAAP, and.no such grants of Duke Employee.Stock Options involved any “back dating,” “forward dating” or similar practices. 

permitted by this Agreement, or (€3) have been granted in 

(c) Authority. Duke has 111 corporate power a d  authority to enter hto this Agreement, to perform its obligatiorjs hereunder an+ subject to 
obtaining Duke Shareholder Approval, to consummate the transactions contemplated hereby. The execution, delivery and performance of this 
Agreement by Duke and the consummation 
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by Duke of tlie transactions contemplated hereby have been duly and validly adopted and unanimously approved by the Board of Directors of 
Duke, the Board of Directors of,Duke has recommended approval by the'shareholders of Duke of the Duke Charter Amendment and the Duke 
Share Issuance, and directed that the Duke Charter Amendment and Duke Share Issuance be submitted to the shareholders of Duke for their 
approval, and no other corporate proceedings on the part of Duke or its shareholders are necessary to authorize the execution, delivery and 
p e  nance of this Agreement by Duke.and the consummation by Duke of the Merger and the other kansactions contemplated'hereby, other than 
ob._ ~ - ~ l g  Duke Shareho1der.Approval. This.Agreement has'been duly Fdvalidly executed &nd delivered by Duke a ~ d ,  qssuming this Agreement 
constitutes the legal, valid and bin- obGgation of.Prog-ress, constitutes a legal; valid and binding obligation of Duke'enforceable against Duke ;I 
'accor+nce withits term's, except that such enforcement may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or other 
similar laws, now or hereafter in effect, relating to creditors' rights generally and to general equitable principles. 

(4) Po  confli cts: . Approvals and Con s e d .  

(i) The execution and delivery ofthis Agreement by,Duke does:not, and.the performance by Duke of its obligations hereunder and the 
consurrimation of the Merger and the other. transactions, contemplated hereby will not, conflict with, result in a violation or breach of, constitute 
(with or xithout notice or'lapse of time or both) a default.under, result in or give to any person any right of payment or reimbursement, t e e t i o n ,  
cancellation, modification or acceleration of, or result in the creation or imposition of any Lien upon any of the assets or properiies of Duke or any 
.of itssubsidiaries or any of the Duke Joint Ventures under, .any of the terms, conditions or provkions of (A) subject to the effectiveness of the 
Duke Charter.Amendment, the certificates or articles. of incorporation or by-laws (or other comparable organizational:documents) of Duke or any 
of its Subsidiaries or any of the.Duke Joint Ventures, or (J3) subject to the obtaining of Duke Shareholder Approval and the taking of the actions 
described in paragrapli.(ii) of this Section 3.02(d), includu7g the Duke Required Statutory Approvals, (x) azly laws or orders of any Governmental 
Authority applicable to Duke or any of its subsidiaries or any of the Duke Joint Ventures or any of their: respective assets or properties,. or Q any 
note, bond, mortgage, security agreement, credit agreemenf indenture, license, franchise, permit, concession, contract, lease, obligation or other 
instrument to which Duke or any of its subsidiaries or any of the Duke Joint Ventures is a party or by which Duke or any of its subsidiaries or any 
of the Duke Jo.int Ventures or any of their respective assets or properties is bound, excluding from the foregoing clauses (x) and (y) such items that, 
individually or in tlie aggregate, have not had and could not reeonably be expected to have a material adverse effect on Duke. 

(ii) Except for (A) compliance with, and filings under, the HSR Act; (B) the f ihg with and, to the extent required, the declaration of 
effectiveness by, the SEC of (1) the Joint Proxy Statement pursuant to the Exchange Act, (2) the Form S-4 and (3) such reports under the 
Exchange Act as may be required in connection with this Agreement and the trkactions contemplated liereby; (C) the filing of documents with 
various state securities authorities.that may be required in connection with the transactions contemplated hereby; @) such filings with and 
approvals of tlie NYSE with respect to the Duke Charter Amendmenf if necessary, and to permit the shares of Duke Common Stock that are to be 
ism- -4 pursuant to Article II to be listed on fie NYSE; (E), the registration, consents, approvals. and notices requiredxnder the 2005 Act; (F) notice 
.tC 1 the consent and approval'of, FERC under Sectioa 203 of tlie'Power Act, or an order under the Power Act.discla&ing jurisdiction over the 
transactions contemplated hereby; (G) the f i b  o f a  application to, and consent and approval'of, and issuance of any required licenses and 
license amendinents by, the NRC under the Atomic Energy Act; C H )  the f h  of the Certificate.of Amendment with respect to the Duke Charter 
Amendment with the Secretary of State of the State of Delaware and the Articies of Merger andother appropriate merger docurtients required by 
the NCBCA With the Secretary of State of the;State of North.Carolina and appropriate documents with the relevant authorities of other states in 
which Duke is qualified to do business; (I) compliance with and suclifqings as maybe required imder applicable Enviro&entalLaws; (J) to the 
extentrequired, notice to and the approval of, the Applicable PSCs; (K).the FCC Pre-Approvals; (L) such other items as disclosed in 
Section 3.02(d) of the Duke Disclosure Letter; and (M') compliance &th, an& filings under, antitrust or competition laws of any foreign jurisdiction, 
.if required (the items set forth above in clauses (A) through 
action of, registration, declaration or fiiing with or notice to any 

and (J)'collectively, the "Duke Required Sta+dory Approvals"), no Consents or 
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Governmental Authority is necessary or required to be obtained or made in connection with the execution and delivery of this Agreement by Duke, 
the performance by Duke of its obligations hereunder or the consummation of the Merger and the other transactions contemplated hereby, other 
than such items that the failure to make or obtaiq as the case may be, individually or in the aggregate, could not reasonably be expected to have a 
material adverse effect on Duke. 

(e) SEC Repork. Financial Statements and Utility Reports. 

(i) Duke and its subsidiaries have filed or furnished each form, report., schedule, registration statemenf registration exemption, if 
applicable, d e f ~ t i v e  proxy statement and other document (together with all amendments thereof and supplements thereto) required to be filed or 
furnished by Duke or any of its subsidiaries pursuant to the Securities Act or the Exchange Act with the SEC since January 1,2007 (as such 
i Tents have since the time of their fiiling been amended or supplemented, the "Duke SEC Reports"). As of their respective dates, after giving 
eiLwct to any amendments or supplements thereto, the Duke SEC Reports (A) complied as to form in all material respects with the requirements of 
the Securities Act and the Exchange Act, if applicable, as the case may be, and, to the extent applicable, SOX and (13) did not contain any untrue 
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statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements, therein, in light 
of the circumstances under which they were made, not misleading. 

(ii) Each of the principal executive officer of Duke and the principal financial officer of Duke (or each former phcipal executive 

‘he Exchange Act or Sections 302 and 906 of SOX and the rules and regulations of the SEC promulgated thereunder with respect to the Duke 
officer of Duke and each former principal financial officer of Duke, as applicable) has made all certifications required by Rule l3a-14 or 15d-14 
u: 
.SE-Keports,. For purposes of the preceding sentence, “principal executive officer” &d “principal financial officer” shall have the ‘meanings given 
to such terms in SOX. Since January 1,2007, neither Duke nor.any of its subsidiaries ,?xis arranged any outstanding “exten$ons.of credit” to 
dkectqrs or executive officers within the meaning of Section 402 of  SOX. 

(iii) The audited consolidated financial statements and unaudited inkerim consolidated f m c i a l  statements (including, iri each case, the 
notes, if any, thereto),included in the Duke SEC Reports (the ‘ ‘We  Financial Statements”) complied as to form in all material respects with the 
published rules and regulations’ of the SEC with. respect thereto iii effect at the time of frling or fumis&.ng the applicable Duke.$EC . .  Report, were 
prepai-ed in accordance with, GAAP applied on a copistent basis during the,perio& involved (except as may be indicated thereii.1 or in the notes 
thereto and except with respect to unaudited statements as permitted by Form 10-.Q of the SEC). and fairly present (subject, in the.case of&e 
unaudited interim financial Statements, to normal,. recurring year-end audit adjustments:that were not or are not expected to be, individually or in 
the aggregate, materially adverse to Duke). the consolidated financial position of Duke and its consolidated subsidiaries as of the respective dates 
thereof and the consolidated’results of their operations and cash flows for the respective periods ‘then ended 

(iv) All fillngs (other than immaterial fihgs) required to be made by Duke or any of its subsidiaries since January 1,2007, under the 
2005 Act, the Power Act, the Atomic Energy Act, the Natural Gas Act, the.Natural Gas Policy Act of 1978, the Comqnications Act of 1934 and 
applicable state laws and regulations, have been filed with the SEC, the FERC, the DOE, the NRC, the, FCC or any applicable state public utility 
commissions (including, to the edent required, NCUC, PSCSC, PUCO, IURC andKPSC), as the case may be, including all forms, statements, 
reports, agreements (oral or written) and all documents, exhibits, amendments and supplements appertaining thereto, includmg all’rates, tariffs, 
franchises, service agreements and related docwenti, and all such filings complied, as of their respective dates, with all applicable requirements of 
the applicable statute and the rules and regulations thereunder, except for filhgs tlie failure of which to make or the failure of which to make in 
compliance with all applicable requirements of the applicable statute and the rules and regulations thereunder, individually or in tlie aggregate, have 
not had and could not reasonably be expected to have a material adverse effect on Duke. 
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(v) Duke has designed and maintains a system of internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) 
of the Exchange Act) sufficient to provide reasonable assurances regarding the reliability of fmancial reporting. Duke (x) has designed and 
maintains disclosure controls and procedures (as defmed in Rules 13a-l5(e) and 15d-I5(e) of the Exchange Act) to provide reasonable assurance 
that all information required to be disclosed by Duke in the reports that it files or submits under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms and is accumulated and communicated to Duke’s 
management as appropriate to allow timely decisions regardmg required disclosure, and (y) has disclosed, based on its most recent evaluation of 
internal control over financial reporting, to Duke’s outside auditors and the audit committee of the Board of Directors of Duke (A) all sigruficant 
deficiencies andmaterial weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect Duke’s ability to record, process, summarize and report fxmcial information and (I3) any fraud, whether or not material, that involves 
management or other employees who have a significant role in Duke’s internal control over fmancial reporting. Since December 31,2006, any 
material change in internal control over f m c i a l  reporting required to be disclosed in any Duke SEC Report l m  been so disclosed 

(vi) Since December 31,2006, (x) neither Duke nor any of its subsidiaries nor, to the knowledge of the Executive Officers (for the 
purposes of this Section 3.02(e)(vi), as such term is defined in Section 3b-7 of the Exchange Act) of Duke, any director, officer, employee, auditor, 
accountant or representative of Duke or any of its subsidiaries has received or otherwise obtained knowledge of any material Complaint, allegation, 
assertion or claim, whether written or oral, regarding the accounting or auditing practices, procedures, methodologies or methods of Duke or any of 
its subsidiaries or their respective internal accounting controls relating to periods after December 31, 2006, includmg any material complainf 
allegation, assertion or claim that Duke or any of its subsidiaries has engaged in questionable accounting or auditing practices (except for any of 
the foregoing after the date hereof which have no reasonable basis), and (y) to the knowledge of the Executive Officers of Duke, no attorney 
representing Duke or any of its subsidiaries, whether or not employed by Duke or any of its subsidiaries, has reported evidence of a material 
violation of securities laws, breach of fiduciary duty or similar violation, relating to periods after December 31,2006, by Duke or any of its 
officers, directors, employees or agents to the Board of Directors of Duke or any committee thereof or, to any director or Executive Officer of 
Duke. 

‘f) Absence of Certain Chary es or Events. Since December 31,2009 tlxough the date hereof, Duke and its subsidiaries have conducted their 
rebl ;tive businesses in all material respects in the ordinary course of business in a consistent manner since such date and there has not been any 
change, event or development that, individually or in the aggregate, has had or could reasonably be expected to have a material adverse effect on 
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Duke. 

!g? . Except for matters reflected or resewed against in the consolidated balance sheet (or notes thereto) as 
of December 31,2009, included in the Duke Financial Statements, neither.Duke nor any of its subsidiaries has any liabilities or obligations 
(whether absolute, accrued, contingent, fucedor otherwise, or whether due or to become due) of any nature that would be required by GAAP to be 
re 
(i).Eiat were incumed'in the or&w c o v e  of business consistent with past practice since December 31,2009, (ii) that were incurred in 
connection *ith the transactions contemplated by this Agreement.tmd that are not material in the aggregate or (iii) that, individgally or in the 
aggregate, have not had and could not reasonably .be expected to have a material adverse effect on Duke. Neither Duke nor any ofits: subsidiaries is 
a party to, or has any commitment to become aparty to, any joint.venture,.off-balance sheet partnership or'any similar contract or arrangement 
( i n c l u m  any Contract r e l a w  to any transaction or relationslip between or among Duke and any of its subsidiaries, onthe one lmd, and any 
unconsolidated affilkte; 'hcluding, any structured finance, special purpose or hnited purpose entity or person, on the other hand, or any "off- 
balance sheet arrangements" (as defined in Item 303(a) of Regulation S-K  der &e,Exchange Act), where the result, purpose, or effect of such 
contra.ct or arrangement is to avoid disclosure of any material transaction,involving, or material liabilities of, Duke or any of its .subsidiaries, in &e 
Duke ,Financial Statements or the Duke SEC Reports. 

:d on a consolidated balance sheet of Duke and its consolidated subsidiaries..(inclu% the notes thereto), except liabilities or obligations 
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(h) Legal Proceedings. Except for Environmental Clahs, .iirhich are the subject of Section3.02(11), as of the date of this Agreement (i) there 
are no actions, suits, arbitrations or proceedings pendmg or, to the knowledge of Duke, threatened against, relating to or affecting, nor to the 
knowledge of Duke are there any Governmental Authority investigations, inquiries or audits pending or threatened against, relating to or affecting, 
Duke or any of its subsidiaries or any of the Duke Joint Ventures or any of their respective assets and properties that, in each case, individually or 
'in the aggregate, have had or could reasonably be expected to have a material adverse effect onDuke and (ii) neither Duke nor any of its 
subsidiaries or mater& assets is subject to any order of an)l Governmental Authority that, iqdividu$ly or,& the aggregate, has had or could 
reasonably'lje expected to have a,material adverse effect on Duke. 

(i) Information Swplied. None of the information supplied .or to be supplied by Duke for inclusion or incorporation by reference in (i) the 

:urities Act, contain any uritrue statement of a material fact or omit to state any material fact required to. be stated'therein or necessary to 
Form S-4 will, at the time the Form S-4.is filed with the SEC, at any time it is amended or supplemented' or at the time it becomes effective under 
tk 
mam the statements therein not misleading, or (ii) the Joint Proxy Statement will, at the date it is f i t  mailed to Progress's shareholders or Duke's 
shareholders or at the time of the Progress Shareholders Meeting or the Duke Shareholders Meeting,. contain any u n ~ e  statement of a material fact 
or omit to state imy material fact required to be stated therein or necesse in order to make the Statements therein,.in light of the circumstances 
under which they are made, not misleading. The Joint Proxy Statement (other than the portions thereof relating solely to the Progress Shareholders 
Meeting) and the Form S-4 will comply its to form in allmaterial respects with the requirements of the Exchange Act and Securities Act, 
respectively, and the rules and regulations thereunder, except that no representation is made by Duke with respect to statements made or 
incorporated by reference therein based.on informationsupplied by or on behalf of Progress .for incl&ion or incorporation by reference in the Joint 
Proxy Statement or the Form S-4. 

'0') Permits: Compliance with Laws and Orders, Duke, its subsidiaries and the Duke Joint Ventures hold all Pemiits necessary for the lawful 
conduct of their respective businesses, except for failures to hold such Permits thac individually.or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect' on Duke. Duke, its subsidiaries and the.Duke Joint Venkes sire in compliance with the 
terms of their Permits, except failures so to comply that, individually or in the aggregate, have not had and could not reasonably be expected to 
have a material adverse effect on Duke. Duke, its subsidiaries and the Duke Joint Ventures are not, and since January 1,2008 have not been,, in 
violation of or default under any law or order of any Govemmei-ital Authority, except for such violations or defaults that, individually or in the 
aggregate, have not had and could not reasonably be expected to have a material adverse effect on Duke. Duke is, and since JBnuary 1,2008 has 
been, in compliance in all material respects with (i) SOX and (ii) tlie applicable listing standards and corporate governance rules and regulations of 
the NYSE. The above provisions of this Section 3.020') do not relate to matters with respect to taxes, such matters being the subject of 
Section 3.02(k), Envirorirnental Permits.andEnvironmental Laws, such matters being thesubject of Section 3.02(n), benefits plans, such matters 
being the-subject of Section3.02(1), 6nd nuclear power plqts, sudhinatters. being the subject of Section 3.02(oj. 

(k) Taxes. 

(i) Except as has not had, and could not reasonably be expected to have, a material adverse effect on Dukc 

be fded by it, and all such Tax Returns are true, complete and accurate. All Taxes shown to be due and owing on such Tax Returns 
have been timely paid 

(A) Each ofDuke and its subsidiaries has timely fded, or has caused to be timely filed on its behalf, all Tax Returns required to 

(B) The most recent financial statements contained in the Duke SEC Reports filed prior to the date of this Agreement reflect, in 
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accordance with GAAP, an adequate reserve for all Taxes payable by Duke and its subsidiaries for all taxable periods tbrough the date 
of such fmancial statements. 
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(C) There & no audit, 'exainination, deficiency,'refimd lifigatioj proposed adj+tment or matter ;1 controv,ersy with respect to gmy 
Taxes or T q  Return of Duke OF its subsidiaiies, and, to the knowledge of Duke, neither Duke nor any of its, subsidiaries' has received 
writtennotice of any claim.made.by agovernmental authority in a jurisdiction where Duke or any of'its subsidiaries, as applicable, does 
not file a Tax Return, that Duke or such subsidiary is or may be subject to income taxation by that jurisdiction No deficiency with 
respect to any Taxes has been proposed, asserted or assessed against Duke or any of its subsidiaries, and no requests for waivers of the 
time to assess any Taxes are pending. 

the assessment of any Taxes or deficiencies against D.uke or any of its subsidiaries, and no power of attorney granted by either Duke or 
any of its subsidiaries with respect to any Taxes ir; currently in force. 

(E) Neither Duke nor any of its subsidiaries is a party to any agreement providmg for the allocation or. shanng of Taxes imposed 
on or with respect to any individual or other person (other than (I) such agreements with customers, vendors, lessors or the like entered 
into in the ordinary course of business, and (rr) agreements with or among Duke or any of its subsidiarjes), and neither Duke nor any of 
its subsi,diaries (A) has been a member o€ an affiliated group (or similar state, local or foreign filing group) filing a consolidated U. S. 
federal income Tax Return (other than the group the common parent of which is Duke or a subsidiary of Duke) or (B) has any liability 
for the Taxes of any person (other than Duke or any of its subsidiafies) (I) under Treasury Regulation Section 1.1502-6 (or any similar 
provision of state, local or foreign law), or @) as a transferee or successor. 

(F) There are no material Liens for Taxes (other than for current Taxes not yet due and payable) on the assets of Duke and its 
subsidiaries. 

(D) There are no outstandmg written agreements, consents 0r.waivei-s to extend the statutory period of limitations applicab1e.t.o 

(ii) Neither Duke nor any of its subsidiaries has taken or agreed to take any action or knows of any fact, agreement, plan or other 
circumstance that is reasonably likely'toprevent or impede the Merger from qualifying as a reorgani+ion'under Section 368(a) of the Code. 

, '1) Bmdoyee Benefit Plans: ERISA. 

(i) Except for such-matters that, individually or in the aggregate, have not had and couldnot reasonably be expected to have a material 
adverse effect on Duke, (A) all Duke Employee BenefitiPlans are in compliance with all applicable requirements of law, includmg ERISA and the 
Code, and (B) there does not now exist, nor do any circ,+mstances exist that could result in, any Controlled coup Liability that would be a,liability 
of Duke or any of its subsidiaries following the Closing. The onlymaterial employment agreements, sevelance agreements or severance policies 
applicable to Duke or any of its subsidiaries are the agreements and policies disclosed in Section 3.02(l)(i) ofthe Duke Discloiure Letter. 

(ii) As used herein, "Duke Employee Benefit Plan'? means any Plan entered into,.established, maintained, sponsored, contributed to or 
required to be contributed to by Duke or any of its subsidiaries for the benefit of the current or former employees or directors of Duke or any of its 
subsidiaries and existing on'the date of t h i s  Agreement or at any time subsequent thereto and, in the case of a Plan that is subject to Part 3 of Tifie I 
of ERISA, Section 412 of the Code or Title IV of ERISA at ai~y time during the five-ye% period precedmg the date of this Agreement with respect 
to whichDuke or iny of its subsidiaries has or could reasonably be expected to have ai~y present or future actual.or contingent liabilities. 

(iii) No event has occurred, and there exists no condition or set of circumstances 51 connection with any Duke Employee Benefit Plan, 
that has had or could reasonably be expected to have a material adverse effect on Duke. 

(iv) Section 3.02(1)(&) of the Duke Disclosure Letter identifies each Duke Employee Benefit Plan t.lFt,provides, upon the occurrence of 
a change in the owmrship or effective control of Duke or'its subsidiaries or a 
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change irr the ownership of all or a substantial portion of the assets of Duke or its subsidiaries, either alone or upon the occurrence of any additional 
or subsequent events and whether or not applicable to the transactions contemplated by this Agreement, for (A) an acceleration of the time of 

p~,  It of or vesting ;S or an increase in the amount of, compensation or benefits due any current or former employee, director or officer of Duke 
or tu subsidiaries, (B) any forgiveness of indebtedness or obligation to fimd cornpensation or benefits witli respect to arry such employee, director 
or officer, or (C) an entitlement of any such employee, director or officer to severance pay, unemployment compensation or any other payment or 
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other benefit 

(v) Each Duke Employee Benefit Plan that is in any part a “nonqualified deferred compensation plan” subject to Section 409A of the 
Code (A) materially complies and, at all times after December 31,2008 has materially complied, both in form and operation, with the requirements 
of Section 409A of the Code and the fial regulations thereunder and (B) between January 1,2005 and December 31,2008 was operated in material 
rc able, good faith compliance with Section 409A of the Code, as determined under applicable guidance of the Treasury and the Internal 
Revenue Service. 

(m) Labor Matters. As of the date hereof, neither Duke nor any of its subsidiaries is a party to, bound by or in the process of negotiating any 
collective bargaining agreement or other labor agreement with any union or labor organization. As of the date ogthis .Agreeme& there are no 
disputes, grievances or, grbitrations pending.or, to &e knowledge of Duke, threatened betyeen Duke or aby of its subsidiaries and my tra& union 
‘or ofher representatives of its employees and there is’no chafge or complaint pending or threatened in wrihg again& Duke or &y of its subsidiaries 
before the NLRB or.any similar Goyemental Authority, except in each’cGe as, iqdividually or ;I the aggregate, have not had agd couldnot 
reasonably be.expected to have a material adverse effect on Duke, and, to the knowledge of Duke, as of &e date. of this Agreement there are no 
material organizational efforts presendy being made.involving any of.the employees of Duke or any of its subsidiaries..From December 31,2007, 
to the date of’this Agreement, there has been no work stoppage, strike, slowdown or lockout by or affecting employees of Duke or any of its 
subsidiaries and, to the knowledge of Duke, no’such action hiis been threatened in writing, except in each case as, individually or in the aggregate, 
have not had and could not re,asonably be expected to have a m a t e d  advers’e effect on Duke. Except .xi, in&vidually orin the aggregate, ‘has not 
had afid could notreiisonably be expected to have a material adverse effect onDuke: (A) there are no litigations, lawsuits, claims, charges, 
complaints, arbitrations, actions, investigations or proceedmgs pending or, to the knowledge of Duke, threatened between or involving Duke or any 
of its subsidiaries and any of the& respective current or former employees, independent contractors, applicants for employrnenl or classes of the 
foregoing; (B) Duke and its subsidiGes are in compliance with all applicable laws, orders, agreements, contracts and policies respectug 
employment and employment practices, including, without limitation, all legal requirements respecting terms and conditions of employment, equal 
opportunity, workplace health and safety, wages and hours, child labor, immigration, +scrimination, disability rights ,or benefh, facility closui-es 
and layoffs, workers’ compensation, labor relations, employee leaves and unemployment insurance; and (C) since January 1,2007, neither Duke 
nor any of its subsidiaries has engaged in any ‘plmt closing“ or ‘mass layoff,” as defined in the WARN Act, without complying with the notice 
requirements of such laws. 

(n) &viromenta1 Matters. 

(i) Each of Duke, its subsidiaries and the Duke Joint Ventures since January 1,2008 has been and is in compliance with all applicable 
Environmental Laws, except where the failure to be in such compliance, individually or in the aggregate, has not had and could not reasonably be 
B ed to have a material adverse effect onDuke. 

(ii) Each of Duke, its subsidiaries and the Duke Joint Ventures has obtained all Environmental Permits necessary for the construction of 
their facilities and the conduct of their operations as of the date of this Agreement, as applicable, and all such Environmental Permits are validly 
issued, in fuIl force and effect and fmal, and Duke, its subsidiaries and the Duke Joint Ventures are in compliance with all terms and conditions of 
the Environmental Permits, exceptwhere the failure to obtain suchEnvironmental Permits, of suchPermits to be 
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‘in good standmg or, where applicable, of a renewal application to have been timely filed and be pendug or to be in such compliance, individually 
or in the aggregate, has not had aiid could not reasonably be expected fd have a material adverse effect on Duke. 

(iii) There is no Environmental Claim pending 

(A) agajnt Duke or any of its subsidiaries or any of the Duke Joint Ventures; 

(B) to the knowledge of Duke, against any peFon or entity whose liability for such Environmental Claim haS been retained or 
assiimed either contractually or by operation of law by Duke or any of its subsidiaries or any of the Duke Joint Ventures; or 

(C) against any real or personal property or operatioi.ls that Duke or any of its subsidiaries or any of the D&e Joint Ventures 
ow& leases or manages,, in whole.or in part, or; to the knowledge of Duke, fopn’erly owned, leased or arranged, in whole or in part, 
except in the case of clause (A), (B) or (C) for such Environmental Claims that, individually or in the aggregate, have not had and could 
not reasonably be expected to have a material adverse effect onDuke. 

(iv) To the knowledge of Duke,. there have not been any Releases of any Hazardous Material that would be reasonably likely to form 
thp ‘--is of any Environmental Claim against Duke or any of its subsidiaries or any of the Duke Joint Ventures, in each case, except: for such 
R .es that, individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on D,&e. 

(0) Operations of Nuclear Power Plants. The operations of.the nuclear generation stations owned, in whole or parf by Duke or its 
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subsidiaries (collectwely, the ‘-Duke Nuclear Facilities”) are and have been conducted in compliance with all applicable laws and Permits, except 
for such failures to comply thaf individually or in the aggregate, have not had and could not reasonably be expected to l w e  a material adverse 
effect onDuke. Each of the Duke Nuclear Facilities maintains, and is in material compliance with, emergency plans designed to respond to an 
unplanned Release therefrom of radioactive materials and each such plan conforms with the requirements of applicable law in all material respects. 
The +ms for the decommissioning of each of the Duke Nuclear Facilities and for the storage of spent nuclear fuel confom with the requirements 
0. icable law in all material respects and, solely with respect to the portion of the Duke Nuclear Facilities owned, directly or indirectly, by 
Duke, are h d e d  consistent with applicable law. Since December 31,2008, the operations of the Duke Nuclear Facilities have not been the subject 
of any notices of violation, any ongoing proceeding, NRC Diagnostic Team Inspections or requests for information from the NRC or any other 
agency with jurisdiction over such facility, except for such notices or requests for information that, individually or in the aggregate, have not had 
and could not reasonably be expected to have a material adverse effect on Duke, No Duke Nuclear Facility is listed by the NRC in the 
Unacceptable Performance column of the NRC Action Matrix, as a part of NRC’s Assessment of Licensee Performance. Liability insurance to the 
full extent required by law for operating the Duke Nuclear Facilities remains in full force and effect regarding such facilities, except for failures to 
maintain such insurance in full force and effect that, individually or in the aggregate, have not had and could not reasonably be expected to have a 
material adverse effect on Duke. 

(p) Vote Required. Assuming the accuracy of the representation and warranty contained in Section 3.01 (r), the affirmative vote of the holders 
of record of at least a majority of the shares of Duke Common Stock (i) outstanding, with respect to an amendment to the Amended and Restated 
Certificate of Incorporation of Duke providmg for the Duke Charter Amendment and (ii) voting thereon, provided that the total vote cast represents 
over fifty percent in interest of all securities entitled to vote on the proposal, with respect to the issuance of shares of Duke Common Stock in 
connection with the Merger as contemplated by this Agreement (the “Puke Share Issuance”) ((i) and (3 collectively, the “Puke Shareholder 
Approval”), are the only votes of the holders of any class or series of the capital stock of Duke or its subsidiaries required to approve this 
Agreement, the Merger and the other transactions contemplated hereby. 

A-30 

Table of Content3 

(4) ODinions of Financial Advisors. The Board of Directors of Duke has received the opinion of each of J.P. Morgan S e c ~ t i e s  LLC and 
Merrill Lynch, Pierce, Fermer and Smith Incorporated, to the effect that, as of the date of such opinion and based on the assumptions, quaUications 
and limitations contained therein, the Exchange Ratio is fair, from a financial point of view, to Duke. 

(r) Ownership of Proeress Capital Stock. Neither Duke nor ariy of its subsidi&ies or other affiliates beneficially owns any shares of Progress 
capital stock. 

(s)  Certain Statutes. No “fair price,” “merger moratorium,” “control share acquisition,” or other anti-takeover or similar statute or regulation 
applies or purports to apply to this Agreement, the Merger or the other transactions contemplated hereby. 

(t) Joint Venture Representations.. Eachrepresentation or warranty.made by Duke in this Section 3.02 relating to a Duke Joint Venture that is 
neither operated nor managed solely by Duke or a Duke subsidiay shall.be deemed made only to the knowledge of Duke. 

(u) &xurance. Except for, failures to maintain insurance or self-insurance that., individually or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect on Duke, from Jan- 1,2007, through the date of ,&s Agreement, each of Duke and its 
subsidiaries l m  been continuously insured with. financially responsible insurers or has self-ins&ed, in each case. in’such amounts and with respect 
to such risks and losses as are customary for companies in the United States conducting the business conducted by’Duke and its subsidiaries during 
such time period Neither Duke nor any of its subsidiaries has received any notice of any pendmg or threatened cancellation, termination or 
premium increase with respect to, any insurance policy of Duke or any of its subsidiaries, except with respect to any cancellation, termination or 
premium increase that, individually or in the aggregate, has not had and could not reasonably be expectedto have a material adverse effect on 
Duke. 

(v) Energy Price Risk M w e m e n t  Duke. has established risk parameters, limits and guidelines in compliance with the risk management 
policy approved by Duke’s Board of Directors (the, “puke Risk Management GGdelines”) and monitors compliance by Duke and its subsidiaries 
witli such energy price r+k parameter,s. Duke has provided the Duke Risk Management Guidelines to Progress prior to’ the date of this A&-eement. 
Duke is in compliance in all material respects with the Duke Risk Management Guidelines. 

(w) Puke Material Contracts. 

(i) For purposes of this Agreement, the term “;Duke Material Contract” shall mean any Contract to which Duke or any of its 
subsidiaries & a  party or bound as of the date hereof: 

(A) that is a “material contract” (as such term is defined b Item 601 (b)(l 0) of Regulation S-K of the SEC); 

(l3) that (1) purports to limit in any material respect either the type of business in which Duke or its subsidiaries (includmg, after 
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the Effective Time, Progress or its subsidiaries) or any of their respective affiiates may engage or the manner or geographic area in 
which any of them may so engage in any business, (2) would require the disposition of any material assets or line of business of Duke 
or its subsidiaries (includmg, after the Effective Time, Progress or its subsidiaries) or any of their respective affiiiates as a result of the 
consummation of the transactions contemplated by this Agreement, (3) is a material Contract that grants "most favored nation" status 
that, following the Effective Time, would impose obligations uponDuke or its subsidiaries, includmg Progress and its subsidiaries, or 
(4) prohibits or limits, in any material respect, the right of Duke or any of its subsidiaries (includmg, after the Effectiye Time, Progress 
or its subsidiaries) to make, sell or distribute any products or services or use, transfer, license or enforce any of their respective 
intellectual property rights; or 
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(C) that (1) has an aggregate principal amount, or provides for an aggregate obligation, in excess of $200,000,000 (I) evidencing 
indebtedness for borrowed money of Duke or any of its subsidiaries to any third party, (E) guaranteeing any such indebtedness of a 
third party or (El) containing a covenant restricting the payment of dividends, or (2) has the economic effect of any of the items set 
forth in subclause (1) above. 

(ii) Neither M e  nor any subsidiary of Duke is in breach of or default under the terms of any Duke Material Contract and no event has 
occurred that (with or without notice.or lapse o f . h e  or both) could result in a breach or default under any Duke MateIjal Contract where such 
breach or default-could reaonably be expected to have, individually or in the aggregate, a material adverse effect on Duke. To the knowledge of 
Duke, no other.party to any Duke Material Contract is in breach of or default wder the terns of any Duke Mateiial Contract where such breach or 
default has had, or could reasonably'be expected to have, individually or in the aggregate, a material adverse effect on Duke. Except as could not 
reasonably be expected to have; individually or k t h e  aggregate, a material adverse effect on Duke, .eachDuke Material Contract is a valid and 
binding obligation.of Duke or the subsidiary of Duke which is party thereto and, to the knowledge of Duke, of each other party thereto, and is in 
full force and effect, except that such.enforcement may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or other 
similg laws, now or,hereafter in effect, relating to creditors' rights generally and to general eq&table'prjnciples. 

(x).Anti-Bribery Laws: 

(i) To the knowledge of Duke, Duke and its subsidiaries are, and since January 1,2008 have been, in comp1i;ince in all material 
re:, ~ t s  with the Anti-Bribery Laws in jurisdictions in which Duke and'its.subsidiaries have operated or currently operate. Since J & u q  1,2008, 
neither D.uke nor any of its subsidiaries has received ~y Communication &om any Govemqental Authority or any written,communication from 
any third party tlxit alleges that Duke, sriy of its subsidiq-ies or any employee or agent thereof is in material violation of any Ariti-Bribery Laws, 
and no such potential or actual material violation or liability has been discovered 

(E) Without limiting the other proirisions of this Section 3.02(x), since January 1; 2008, none of Duke or its subsidiaries nor, to the 
knowiedge.of Duke, any oftheir respective current or former directors, officers,.princieaIs, employees, managers, sales persomi;. consultants or 
other agents or representatives, distributors, contractors, joint venturers or iiny other person a c h g  on ahy of their'behaLf, has, directly or indkectly, 
made or offered or solicited oi: accepted any contribution, gift, gratuity, entertainment, bribe, rebate, payoff, influence payment, kickback or other 
payment or anythmg else of value to or &om any person, private or public (including~custorners, potential customers, political parties, elected 
officials and candidates), whether in money, property, services or any other form,. to influence any act of such person in such person's official 
capacity, inducing such person to do or omit to do any act in violation of the lawfd official duty of such person or securing an improper advantage 
or to induce such person to use.such person's influence to obtain or r e h h  business for Duke or its 'subsidiaries or otherwise to confer &y benefit 
to Duke or its subsidiaries in violation in any material respect of any AntiLBribery Laws. 

(6) Since January 1,2006, neither Duke nor any of its subsidiaries has made any disclosure (voluntary or otherwise) to any 
Governmental Authority with respect to any alleged material irregularity, material misstatement or material omission or other potential material 
violation or liability arising under or relating to any &-Bribery Law. 
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ARTICLE IV 

COVENANTS 

Section 4.01 Covenants of ProFress. From and after tlie date of this Agreement until the Effective Time, Progress covenants and agrees as to 
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itself and its subsidiaries that (except as expressly contemplated or permitted by this Agreement, as set forth. in Section 4.01 of file Progress 
Disclosure Letter, for transactions (other than those set forth in Section &Ol(d) to the extent relating to the capital stock of Progress) solely 
involving Progress and one or more of its direct or indirect wholly-owned subsidiaries or between two or more direct or indirect wholly-owned 
subsidiaries of Progress, as required by law, or to the extent that Duke shall otherwise previously consent in writing, such consent not to be 
unipisonably withheld or delayed): 

--,a) ordinary Course. Progress and each of its subsidiaries shall conduct their businesses in all material respects in the orchary course of 
business consistent with past practice,. Without limiting the generality of the foregoing, Progress and its subsidiaries s l d l  use co&ercially 
reasonable efforts to preserve intact in all material respects their present business o r g ~ t i o n s ,  to mainiain in effect all exkting Permits and to 
timely submit renewal applications (as applicable), subject to prudent management of workforce and busjriess nee+, to keep available the services 
of their key officers agd employees, to,maintain their assets and goperties in good worlmg order and condition, ordinary wear agd te& excepted, 
to preserve their relationships with Governmental Authorities, customers and suppliers and others having significant business dealings.with.them 
and to comply in all material respects with all laws, orders and Permits of all Governmental Authorities applicable to them. 

(b) Charter Documents. Progress shall not amend or propose to amend its articles of incorporation ‘or, other than in a manner that would not 
materially restrict the operation of its or their’buskesses, its by-laws or its subsidiaries’ grticles of &corporation or by-laws (or other cbmprable 
organizational documents). 

(c) Dividends. Progress.shal1 not, nor shall it permit any of its subsidiaries to, 

(i) declare, set aside or pay any. dividends on or make other distributions in respect of any,of its capital stock or share capital, except: 

(A) that, subject to Section 4.06 of this Agreement, Progress may continue the declaration and payment of regular quarterly cash 
dividends onprogress Common Stock, not to exceed $0.62 per share for each quarterly dividend, with usual record and payment dates 
for such dividends in accordance with past dividend practice, and 

(B) for the declaration and payment of dividends by a direct or indirect wholly-owned subsidiary of Progress solely to its parent, 
or by a direct or indirect partially owned subsidiary of Progress (provided, that Progress or a Progress subsidiaq receives or is to 
receive its proportionate share of such dividend or distribution), and 

oufstandmg as of the date of this Agreement or permitted to be issued under the terms of this Agreement, and 
(C) for the declaration and payment ofregular cash dividends with respect to preferred stock of Progress’s subsidiaries 

@) for the declaration and payment of dividends necessary to comply with Section 4.06, 

(ii) split, combine, reclasslfy or take similar action with respect to any of its capital stock or share capital or issue or authorize or 
PI. - ;e the issuance of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or comprised in its-share capital, 

,(iii) adopt a plan of complete or partial liquidation or resolutions providing for or authorizhg such liquidation or a dissolution, merger, 
consolidation, restructuring, recapitalization or other reorganization, or 
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(iv) except as disclosed in Section 4.01 (c)(iv) of the Progress Disclosure Letter, directly or indirectly redeem, repurchase or otherwise 
acquire any shares of its capital stock or any Option with respect thereto except: 

(A) in connection with intercompany purchases of capital stock or slwe capital, or 

(l3) for the purpose of funding the Progress Employee Stock Option Plans or employee stock ownership or dividend reinvestment 

(C) mandatory repurchases or redemptions of prefemed stock of Progress or its subsidiaries in accordance with the terms thereof 

and stock purchase plans, or 

(d) Share Issuances. Progress s l d l  not, nor s l d l  it permit any of its subsidiaries to? issue, deliver or sell, or authorize or propose the issuance, 
delivery or sale ot; any shares of its capital stock or any Option with respect thereto (other than (i) the issuance of Progress Common Stock upon 
the exercise of Progress Employee Stock Options outstand.mg as of the date hereof or issued after the date hereof in accordance with the terms of 
this Agreement in accordance with their terms, (ii) the issuance of Progress Common Stock in respect of Progress Restricted Stock, Progress 
Restricted Stock Units, Progress Performance Shares and other equity Compensation awards, excludmg Progress Employee Stock Options, granted 
under the Progress Employee Stock Option Plans (“Other Progress Equity Awards”) outstandmg as of the date hereof or issued after the date 
hereof in accordance with the terms of this Agreement in accordance with their terms, (E) the issuance of Progress Restricted Stock, Progress 
Pe4-mance Shares and the grant of Progress Restricted Stock Units and Other Progress Equity Awards in accordance with their terms providmg, 
if’ 
times and on terms and conditions in the ordinary course of business consistent with past practice, with Progress Performance Shares counted 

iegate, up to an additional 2,000,000 shares of Progress Common Stock in any 12-month period following the date hereot; in amounts, at 
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assuming the achievement of maximum performance level for the purposes of determining how many shares were granted during any such 12- 
month period; provided, however, that any Progress Restricted Stock, Progress Restricted Stock Units, Progress Performance Shares and Otlier 
Progress E q ~ t y  Awards granted after the date of this Agreement shall be granted on terms pursuant to which such Progress Restricted Stock, 
Progress Restricted Stock Units, Progress Performance Shares and Other Progress Equity Awards shall not vest on the Effective.Time or otherwise 
in rnmection with the.occurrence of the transactions contemplated hereby and that, notwithstan+ any plan, program or arrangement to the 
cc y, and except as provided in Section 4.01 (d)(iii) of the Progress Disclosure Letter, any def;nition ,of "good reason" or any' similar concept of 
coGt&tive ter+ination relating to SI.& aw'qds shdl be as d e h e d  & Section 4.0l.(d)(iii) of the Progress Disclosure Letter and &e terms and 
conditions of each grant of Progress Perfor'mance Shares shall be consistent with the treatment set forth in Section 5.06(a)(iii), (iv) the pro rata 
issuance by a subsidiary of its capital stock to its shareholders, and (v) the issuance of shares of Progress C o r n o n  Stock in connection with any 
employee benefit plan intended'to satisfy the requirements of Section401 (a) of the Code in the or- course of business consistent with past 
practice), ormodify or amend any right of any holder of outstanding shares of its capital stocks or ai~y Option with respect thereto other than to give 
effect to Section 5.06. 

(e) Acqiisitioris: Capital Expenditures. Except for (x) acquisitions of, or capital expenditures relating to, the entities, assets and facilities 
identified in Section 4.01 (e) of the'Progress Disclosure Letter, (y) expenditures of amounts set forth in.Progress's capital expenditure plan included 
in Section 4.01 (e) of the Progress Disclosure Letter, and (2) capital expenditures (1) required by law or Governmental Authorities or (2) incurred in 
connection with. the repair or replacement..of facilities destroyed or damaged due to casualty or accident (whether or not covered by insurance), 
Progress shall no< 'nor shall it permit any of its subsidiaries to, make any capital expenditures, or acquire or agree to acquire .(whether by merger, 
consoli&tion, purchase or othepvise) any'person or +sets, if (A) in the case of any acquisition or acq4sitions or series of related acquisitions of 
dny person, asset or property located within the United States, the expected gross expenditures and commitments pursuant to all such acquisitions 
(includmg the amount of timy indebtedness ,and amounts received for negative trading positioqs assumed) exceeds or may exceed, in the aggregate, 
$1 50,000,000, @) any such accpisition is of persons, properties or assets located outside ofthe United States, (C) any-such acquisition or capital 
expenditure constitutes any line of business that is not conducted by Progress,-its subsidiaries or the Progress Joint Ventures 
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as of the date of this Agreement, 'or (D) any such acquisition or capital expenditure is reasonably likely, individually or in the aggregate, to 
materially delay the satisfaction of the conditions set forth in'section 6.02(d); or Section 6.03(d)or prevent the satisfaction of such conditions. 

(f) ;Dispositions. Except for (x) dispositions set forth in Section 4.01Q of the Progress Disclosure Letter, (y) dispositioq of obsolete 
'equipment or assets or dispos'itions of assets being replaced, in each case in the or- course of business, consistent with past practice, and 
(2) dispositions by Progress or its subsidiaiies of its assets in accordance 'with tlie terms of restructuring and divestiture planS mandated or approved 
by applicable local or, state regulatory agencies, Progress shall not, nor shall it permit any of its subsidiaries to, sell,. lease, grant any.securi6 
interest in or otherwise dispose,of or encumber any of its assets or properties if the aggregate value of allsuch dispositions exceeds or may exceed, 
in baggregate, $150,000,000. For the purposes of this Section4.01(f), the value OF any disposition or series of related dispositions shall mean the 
greater of (i) thi book value, or($ the salespice, ;1 each c*e of the person, asset or properly which is the subject of such disposition and,.h each 
case, together'with the indebtedness arid amouxits paid for negative energy price &k management positions transferred by Progress,or its 
subsidiaries in copnectiori with such disposition. 

(g) Indebtedness. ,Except as disclosed ii7. Section 4.01 (g) of the Progress Disclosure Letter, Progress shall not, nor shall it permit any of its 
subsidiaries to, (A) inc'u or guarantee any indebtedness or enter hto any "keep well'' or other agreement to maintain any fmancial condition of 
another person or enter into any arrangement having, the economic effect of any of the foregoing (bcludmg any capital leases; "synthetic" leases or 
conditional sale or other title retention agreements) other than (i) shofi-term indebtedness incurred in the or&iary coqe,of  business, (ii) letters of 
credit obtained in the or- c o k e  of bus.iness, (iii) borrowings under Progress's or its subsidiaries' existing credit facilities (or replacement 
facilities permitted by this Section 4.01 (g)) but only to.the extent the commercial paper market is unavailable to Progress upon reasonable terms 
and conditions, as to which borrowings Progress agrees to n o m  Duke promptly following the consmation thereof, (iv) indebtedness incurred 
in connection ivitli the refundmg or refinancing of existing indebtedness (x) at matmity or upon fmal mandatory redempgon (without the .need for 
the occurrence of any special event) or (y) at a lower cost of funds, (v) indebtedness incurred to fmance acquisitions permitted pursuant to 
Section 4.01(e) or indebtedness assumed pursuant thereto, (vi) other indebtedness in an aggregate principd arkourit not to exceed $250,000,000 
outstanding at any time, (vii) guiirantees or other credit support issued pursuant to energy price risk management, or marketing positions established 
prior to the date of this Agreement, (viii) in addition to the guarantees or other credit support contemplated by subsection (A)(vii) of this 
Section 4.01(g), additional guarantees or other credit support issued in connection with energy price risk management or marketing activities in the 
ordinary course of business and (ix) indebtedness owed to any direct or indirect wholly-owned subsidiary of Progress, or, .in the case of a 
subsidiary of Progress, to Progress or (€3) make , v y  loans or advances to any otlier person, other than (i) ;P the or- course of business 
consistent with past pr'actice, (ii) to any direct or indirect wholly-owned subsidiary of Progress, or, in the case of a subsidiary of Progress, to 
I), ss or (iii) as r e e e d  pursuant to any obligation in effect as of the date of this Agreement. 

(h) Marketing. of Energv: Energy Price Risk Management Progress shall not, nor shall it permit any of its subsidiaries to, (i) permit any 
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material change in policies govenxing or otherwise relating to energy price risk management or marketuy: of energy other than as a result of 
acquisitions or capital expenditures permitted pursuant to Section 4.01 (e) or (ii) enter into any physical commodity transactions, exchange-traded 
futures and options transactions, over-the-counter transactions and derivatives thereof or similar transactions other than as permitted by the 
Progress Risk Management Guidelines. 

'i) Employee Benefits. Except as required by law, or the terms of any collective bargaining agreement or any Progress Employee Benefit 
Pk.;or as disclosed in Section 4.01(i) of the Progress Disclosure Letter or as otherwise expressly permitted by this Agreement, Progress shall not, 
nor shall it permit any of its subsidiaries to, enter into, adopt, amend or terminate any Progress Employee Benefit Plan, or other agreement, 
arrangement, plan or policy between Progress or one of its subsidiaries and one or more of its directors, officers or employees (other than any 
amendment that is immaterial or administrative in nature), or, except for normal increases in the ordinary course of business consistent with past 
practice, increase in any manner the Compensation or fringe 
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benefits of any director, executive officer or other employee, or, except for normal payments in the ordmary course of business consistent with past 
practice, and the award of annual bonuses on terms and conditions tlmt are consistent with Secbon5.07(g), pay any benefit not required by any plan 
or arrangement in effect as of the date of this Agreement; provided, however, that the foregoing shall not restrict Progress or its subsidiaries from 
(i) entering into or making available to newly hired officers and employees or to officers and employees in the context of promotions based on job 
performance or workplace requirements in the ordinary course of business consistent with past practice, plans, agreements, benefits and 
compensation arrangements (including incentive grants) that have, consistentwith past practice, been made available to newly hired or promoted 
officers and employees, (ii) entering into severance agreements with, or adopting severance plans in the ordinary course of business consistent with 
past practice for, employees who are not executive officers in connection with terminations of employment of such employees, or (iii) entering into 
or amending collective bargaining agreements with existing collective bargaining representatives or newly certified bargaining units regarding 
mandatory subjects of bargaining under applicable law, in each case in a manner consistent with past practice to the extent permitted by law. 

(i) Jhtentionally Reservedl 

(k) Accountiq. Progress shall not, nor s l d l  it permit any of its subsidiaries to, make any changes in its accounting methods materially 
af' h g  the reported consolidated assets, liabilities orresults of operations of Progress, except as required by law or GAAP. 

(1) Insuiance. Progress shall, and shall cause its subsidiaries to, maintain with fmcially responsible insurance companies (or through self- 
iniurance, consistent with past practice) insurance in such amounts and agairist such risks and losses as are customary for companies engaged in 
their respec,tive businesses, to the extent available on commercially reasonable terms. 

(m) Taxes. Except as could not reasonably.be expected to have a material adverse effect on Progress, Progress shall not., nor shall it permit 
any of its subsidiaries to, (i) settle any claim, action or proceeding relating to Taxes or (ii) make any Tax election (this clause (m) being the sole 
provision of h s  Section 4.01 governing Tax maqers). 

(11) Release of Clads.  Except as 'disclosedm Section 4.01 (n) of the Progress.Disclosixe Letter and except with respect to any settlements or 
agreements with or before any Governmental Authorities in the ordinary course of business, Progress shall not, and shall not permit any of its 
subsidiaries to, waive, release, assign, settle or compromise any claim, action or proceedmg'against Progress or any of its .subsidiaries, other h i  

waivers, releases, assignments, settlements or compromises that (x) with respect to the payment ofmonetary.damages, involve only the payment of 
monetary damages (A) equal to, or less than the'amounts specifically reserve3 with respect,thereto on the balance sheet as of December 31,2009 
kcluded in. the Progress SEC Documents or (l3) that do not exceed $1 5,000,000 hdividually or $50,000,000.in the aggregate during any 
,consecutive twelve-month period, and (y) wi@ respect to any non-monetary terms and conditions therein, impose or req&e actions that would not 
reasonably be expected individually or in the aggregate to have a material adverse effect on Progress. 

(0) Contracts. Except as permitted by Section 4.01(i), Progress shall not, nor shall it permit any of its subsidiaries to, (i) enter into any 
Contract that would materially restrict, after the'Effective Time, Duke and its subsidiaries (including the Surviving Corporation and its subsidiaries) 
with respect to engaging or competing in any h e  of business or 
release, or assign iny material Tights 'or claims @der, or materially m o m  or teniiiriate any Contract thatis material to Progress &dits 
subsidiaries, taken as a whole, (A) in any manner that is materially adverse to Progress or @) which would prevent or materially delay the 
consummation of the Merger and the other transactions contemplated by this Agreement, it being understood and agreed that the restriction .on 
material modifications and termhations in clause (ii)(A) shall not apply with respect to any Contract permitted to be entered into wider clause (e), 
(0, (g), (h), or (n) of this Section 4.01. 

any geographic area or (ii) other than in'the ordmary course ofbusiness, wake, 
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Section4.02 Covenants of Duke. From and after the date of this Agreement until the Effective T h e ,  Duke covenants and agrees as to itself 

for transactions (other than those set forth in Section 4.02(d) to the extent relating to the capital stock ofDuke) solely involving Duke -and 
an4 its subsidiaries that (except as expressly contemplated or permitted by this Agreement, as set forth in Section 4.02 of the Duke Disclosure 
L! 
onczrmore of its direct or indirect wholly-owned subsidiaries or'between two or more direct or indirect wholly-owned subsidiaries of Duke, as 
requued, by law, or to the extent that Progress shall othenvise.previously consent in writing, such consent not to be. unreasonably yithheld or 
delayed): 

(a) Ordinary Course..Duke and each of its subsidiaries shall conduct their businesses in all material respects in the o r e  c.0urs.e of 
business consistent with past practice. Without Ih i -  the generality of the foregoing, Duke and its subsidiaries shall use commercially reasonable 
efforts to.preserve intact in all material respects their present business organizations, to maintain in effect all existing Perinits and to timely submit 
renewal applicaticjqs (as applicable), subject to prudent management of workforce and business needs, to keep available the s.ervices of 'their key 
officers and empioyees, to maintain their +sets and propdrties in good working order imd condition, 0rdma-y we% and tear excepted, to preserve 
the; relationships' with Governmental Auth,orities, cix&xneis and suppliers and others having 'sig%fkant bushess debs with them and to 
comply 'in all material respects with all laws; orders and Permits of all'Govermnenta1 Authorities applicable to them. 

(b) Charter Docunients. Duke shall not amend or propose to amend its certificate of incorporation.other than in connection with the:Duke 
Charter Amendment or,- other than in a manner that.would not materially restrict the operation of its or their businesses, its by-laws or its 
subsidiaiies' certificates of incorporation or by-laws (or other comparable organizational documents). 

. .  

(c) Dividends. Duke shall nof nor shall it permit any of its subsidiaries to, 

(i) declare, set aside or pay any dividends on or make other distributions in respect of any of its capital stock or share capital, except: 

(A) that, subject to Section 4.06 of this Agreement, Duke may continue the declaration and payment of regular quarterly cash 
dividends onDuke Common Stock not to exceed $0.245 per share for each quarterly dividend, with usual record and payment dates for 
such dividends in accordance with past dividend practice; provided, that Duke may increase its regular quarterly cash dividend to an 
amount not to exceed $0.25 commencing with the regular quarterly dividend that would be payable k 201 1 with respeckto the second 
quarter of201 I (corresponding to the dividend paid on September 16,201 0) a@ to. an F o u n t  not td exceed $0.255 commencing with 
the regular quarterly dividend that would be payable in 201 2 with respect to the second quarter of 201 2 (it being Duke's intention prior 
to the Effective Time to declare and pay those dividends permitted by this Section 4.02(c)(i)(A) if and to the extent there are, funds 
legally available.therefor and such dividends may otherwise lawfully be declared and paid), and 

by a direct or indirect partially owned subsidiary of Duke (provided, that Duke or a Duke subsidiary receives or is to receive its 
proportionate share of such dividend or distribution), and 

(B) for the declaration and payment of dividends by a direct or indirect wholly-owned subsidiary of Duke solely to its parent, or 

(C) for the declaration and payment of dividends necessary to comply with Section 4.06, 

(ii) split, combine, reclasslfy or take similar action with respect to any of its capital stock or share capital or issue or authorize or 
propose the issuance of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or comprised in its share capital, 

(iii) adopt a plan' of complete or partial liquidation or resolutions providing for or authorizing such liquidation or a dissolution, ,merger, 
consolidation, restructuring, recapitalization or other reorganiktion, 
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(iv) except as disclosed in Section 4.02(c)(iv) of the Duke Disclosure Letter directly or indirectly redeem, repurchase or otherwise 
acquire any shares of its capital stock or any Option with respect thereto except: 

(A) in connection with intercompany purchases of capital stock or share capital, or 

@) for the purpose of funding the Duke Employee Stock Option Plan or employee stock ownership or dividend reinvestment and 
stock purchase plans, or 

(v) bind Duke to any restriction not in existence on the date hereof on the payment by Duke of dividends and distributions on Duke 
Common Stock. 

' ,d) Share Issuances. Duke shall not, nor s l d l  it permit any of its subsidiaries to, issue, deliver or sell, or authorize or propose the issuance, 
delivery or sale of, any shares of its capital stock or any Option with respect thereto (other than (i) the issuance of Duke Common Stock upon the 
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exercise ofDuke Employee Stock Options outstandq as of the date hereof or issued after the date hereof in accordance with the terms of this 
Agreement in accordance with their terms, (ii) the issuance of Duke Common Stock in respect of Duke Phantom Stock Units, Duke Performance 
Shares and other equity compensation awards, excluding Duke Employee Stock Options, granted under the Duke Employee Stock Option Plans 
(“Other Duke Equity Awards”)” outshdmg as of.the date hereof or issued after the date here0f.h accordance with the terms of this Agreement in 
ac*- -dance with the& terms, (iii) the issuance of Duke Employee Stock Options, Duke Performance Shares and the grant of Duke Phantom Stock 
1 and Other Duke Equity Awards in accordance with their terms providq, in aggregate, up to ai1additional6,00O,OdO shares of Duke 
Co&on Stock in any 12-month period following the date hereof, in amounts, at times and on, terms and conditions ;1 the orchary come of 
,business consistent with past practice, with. each Duke Employee Stock Option counting as 1 /4 of a,slmre of Duke, Common Stock and Duke 
Performance Shares counted assuming the achievement,of maximum perfomance.level, in each case for the purposes of determining how many 
shares were granted during any such 12-month period; provided. fiowevec that any Duke Employee Stock Options, Duke Phantom Stock Units, 
Duke Performance Shares and Other Duke Equity: Awards granted after the date of this Agreement shall be granied on teims pursuant to which 
such Duke Employee Stock Options, Ihke Phantom Stock Units, Duke Performance S h e s  and Other Duke Equity Awards shall not vest bnthe 
Effective Time or’otherwise h,.connection wilh the occiirrence of the transactio+s contemplated hereby’qd that, notwib.tanding any plan, 
program or kangement to the contrary, any definition of “god reasoli” or any sirililar concept of co*bctive terminationrelating to such awaids 
shall be as defined in ‘Section4.O2(d)(iii) of the.Duke Disclosure Letter, (iv) the pro rata issuance by a subsidiary of its capital stock to its 
shareholders and (v).the issuance. of shares of Duke,Common Stock in connection with any employee benefit plan intended to satisfy the 
requirements of Section 401 (a) of the Code in the orchary course of business consistent with past practice), or modify or amend any right of any 
holder’of outstiinding shares ofits capital stock or any,Option with respect thereto other to give effect to Section 5.06. 

. . .  (e) Acc!~~s~~ons : Ca Pita1 %J enditures. Except for (x) acquisitions of, or capital expenditures relating to, the entities, assets and facilities 
identified in Section 4.02(e) of the”Duke Disclosure Letter, Q expenditures of amounts set forth in Duke’.s capital expenditure plan included in 
Section 4.02(e) of the Duke Disclosure Letter,. and (z)  capital expenditures (1) required by law or Govemmer&.l Authorities or (2) incurred in 
connection with’the repair or replacement of facilities destroyed or damaged due to casualty or accident (whether or not covered by insurance), 
Duke shall nof.nor shall it permit any of its subsidiaries to, make any capital expenditures, or acquire or agree to acquire (whether by merger, 
consolidation, purchase or otherwise) any person or assets, if (A) the expected gross expenditures and commitments pursuant thereto (includmg the 
amount of aiiy indebtedness and amounts received for negative energy.price risk management positions assunied) exceeds or may exceed 
,$300,000,000 (no more than $150,000,000 of which may be for any acquisition or series of related acquisitions of any person, asset or pr.operty 
located outside of the United States), (B) any such acquisition or capital expenditure constitutes any line of business that is not conducted by Duke, 
its subsidiaries or the Duke Joint Ventures as of the date of this Agreement or extends any line of business of Duke, its subsidiaries or the Duke 
Joint Ventures into any geographic region outside of the continental United States or Canada in which D’uke, its subsidisries or the Duke Joint 
Ventures do not conduct business as of the date of this Agreement, or 
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(C) any such acquisition or capital expenditure is reasonably likely, individually or in the aggregate, to materially delay the satisfaction of the 
conditions set forth in Section 6.02(d) or Section 6.03(d) or prevent the satisfaction of such conditions. 

(f) Dispositions. Except for (x) dispositions set forth in Section 4.02(f) of the Duke Disclosure Letter, Q dispositions of obsolete equipment 
or assets or dispositions of assets being replaced, in each case i the ordinary course of busmess consistent with past practice, and (z) dispositions 
by Duke or its subsidiaries of its assets in accordance with the terms of restructuring and divestiture plans mandated or approved by applicable 
local or state regulatory agencies, Duke shall not, nor shall it permit any of its subsidiaries to, sell, lease, grant any security interest in or otherwise 
dispose of or encumber any of its assets or properties if (A) the aggregate value of all such dispositios exceeds or may exceed $300,000,000 (no 
more than $150,000,000 of which may be for any disposition or series of related dispositions of any person, asset or property located outside the 
United States). For the purposes of this Section 4.02(f), the value of any disposition or series of related dispositions shall mean the greater of (i) the 
book value or (ii) the sales price, in each case of the person, asset or property which is the subject of such disposition and, in each case, together 
with the indebtedness and amounts paid for negative energy price risk management positions transferred by Duke or its subsidiaries in connection 
with such disposition. 

(g) ,Indebtedness. Except as disclosed in Section4.O?(g) of the Duke Disclosure Letter, Duke shall nof nor shall it permit any of its 
subsidiaries to, (A) incur or guarantee any indebtedness or enter into any “keep well” or other agreement to maintain any fiancial condition of 
another person or enter into any arrangement having the economic effect of any of the foregoing (including any capital leases, “synthetic” leases or 
conditional sale or other title retention agreements) other than (i) short-term indebtedness incurred in the ordmqr course of business, (ii) letters of 
credit obtained in the ordinary come of business, (iii) borrowings under Duke’s or its subsidiaries’ existing credit facilities (or replacement 
facilities permitted by this Section 4.02(g)) but only to the extent the commercial paper market is unavailable to Duke upon reasonable terms and 
cor%ons, and as to which borrowings Duke agrees to notify Progress promptly following the consummation thereof, (iv) indebtedness incurred 
ir iection with the refundmg or refinancing of existing indebtedness (x) at maturity or upon f d  mandatory redemption (without the need for 
the occurrence of any special event) or (y) at a lower cost of funds, (v) indebtedness incurred to fiance acquisitions permitted pursuant to 
Section 4.02(e) or indebtedness assumed pursuant thereto, (vi) other indebtedness in an aggregate principal amount not to exceed $500,000,000 
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outstandmg at any time, (vii) guarantees or other credit support issued pursuant to energy price risk management or marketing positions established 
prior to the date of this Agreement, (viii) in addition to the g,uarantees or other credit support contemplated by subsection (A)(vG) of this 
Section 4.02&), additional guarantees or other credit support issued in connection with energy price risk management or marketing activities 111 the 
ordinary course of business and (ix) indebtedness owed to any direct or.indirect wholly-owned subsidiary of Duke, or, in the case of a subsidmy 
of %e., to Duke or (B) m&e any loans or adv,ances to m y  o$er person, other than (i) in the ordinary c o w e  of business consistent with past 
PI ~- e, (ii) to any direct or .&direct wholly-owned subsidiary ofDuke, orj in the case of a subsidiary of Duke, to Duke or (iii) as required 
pursuant to any obligation in effe.ct .as of the date of this .Agreement 

(h) Marketing .of Energ: Energy Price Risk M w  ement.'Except as disclosed in. Section 4 . 0 2 0  of the Duke Disclosure Letter, Duke shall 
not, nor shall it permit any of its subsidiaries to; (i) permit any material chnge in policies governing or otherwise relating to energy price risk 
management or,mTket$g of eriergy other than as a result of acqutsitions or capital expenditures permitted purswt to Section 4.02(e) or (ii) eater 
into any physical comrhodity tr&nsactio,ns, exchange-traded futures q d  options transactions, over-the-counter transactions and derivatives. thereof 
or similar transactions other t h a n , ~  permitted by the Duke Risk Management Guidelines. 

(i) Employee Benefits. Except as required by law, or the terms of any collective bargaining agreement or any Duke Employee Benefit Plan, 
or as disclosed in Section 4.02(i) of the Duke Disclosure Letter or as otherwise expressly permitted by this Agreement, Duke shall not, nor shall it 
pewit any of its sudsidigries to, enter into, adopt, amend or terminate any Duke Employee Benefit Plan, or other agreemenf 'arrangement, plan or 
policy between Duke or one of its subsidiaries and one or more of its directors, officers or employees (other than any 

A-39 

Table of Contents 

amendment that is immaterial or administrative in nature), or, except for normal increases in the ordinary course of business consistent with past 
practice, increase in any manner the compensation or fringe benefits of any director, executive officer or other employee, or, except for normal 
payments in the ordinary course of business consistent with past practice, and the award of annml bonuses on the terms and conditions set forth in 
Section 4.02(i) of the Duke Disclosure Letter, pay any benefit not required by any plan or arrangement in effect as of the date of this Agreement; 
provided, however, that the foregoing shall not restrict Duke or its subsidiaries from (i) entering into or making available to newly hired oficers 
and employees or to officers and employees m the context of promotions based on job performance or worlcplace requirements in the ordinary 
course of business consistent with past practice, plans, agreements, benefits and compensation arrangements (including incentive grants) that have, 
cc .ent with past practice, been made available to newly hired or promoted officers and employees, (ii) entering into severance agreements with, 
or aaopting severance plans in the ordinary course of business consistent with past practice for, employees who are not executive officers in 
connection with terminations of employment of such employees, or (is) entering into or amendmg collective bargaining agreements with existing 
collective bargaining representatives or newly certified bargaining units regardmg mandatory subjects of bargaining under applicable law, in each 
case in a manner consistent with past practice to the extent permitted by law. 

(j) [Intentionally Reserved] 

(k) Accountinq. Duke shall not, nor shall it permit any of its subsidiaries to, make any changes in its accounting methods materially affecting 
s or results of operations of Duke,.except as required by law or GAAP. the reported consolidated assets, liab 

(1) Insurance. Duke shall, andsldl cause its subsidiaries to, maintain with financially responsible insurance companies (or through self- 
insurance, consistent with past practice) insurance in such amounts and against such risks and losses as are customary for companies engaged in 
their respective businesses to the extent available on commercially reasonable terms 

(m) Taxes. Except as could not reasonably be expected to have a material adverse effect on Duke, Duke shall not, nor shall it permit any of 
its subsidiaries to, (i) settle any claim, action or proceedmg relating to Taxes or (ii) make any Tax election (this clause (m) being the sole provision 
of this Section 4.02 governing Tax matters). 

(n) Release of Claims. Except as disclosed in Section 4.02(n) of tlie Duke Disclosure Letter and except with respect to any settlements or 
agreements with or before any Governmental Authorities in tlie ordinary course of business, Duke shall not, and shall not permit any of its 
subsidiaries to, waive, release, assign, settle or compromise any claim, action or proceedmg against Duke or any of its subsidiaries, other than 
waivers, releases, assignments, settlements or compromises that (x) with respect to the payment of monetary damages, involve only the payment of 
monetary damages (A) equal to or less than the amounts specitically reserved with respect thereto on the balance sheet as of December 31,2009 
included in the Duke SEC Documents or (B) tlmt do not exceed $30,000,000 individually or $1 00,000,000 in the aggregate during any consecutive 
twelve-month period, and (y) with respect to any non-monetary terms and conditions therein, impose or require actions that would not reasonably 
be expected individually or in the aggregate to have a material adverse effect on Duke. 

01 Contracts. Except as permitted by Section 4.02(i), Duke shall not, nor s l d l  it permit any of its subsidiaries to, (i) enter into any Contract \ 
that, would materially restrict, after the Effective Time, Duke and its subsidiaries (including the Surviving Corporation and its subsidiaries) with 
respect to engaging or competing in any line of business or in any geograplic area or (ii) waive, release, or assign any material rights or claims 
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under, or materially modify or terminate any Contract that is material to Duke and its subsidiaries, taken as a whole, (A) in any manner that is 
materially adverse to Duke or (B) which would prevent or materially delay the consummation of the Merger and the other transactions 
contemplated by this Agreement, it being understood and agreed that the reshiction on material modifications and terminations in clause ($(A) 
shall not apply with respect to any Contract permitted to be entered into under clause (e), (0, (g), (h) or (n) of this Section 4.02. 
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Section4.03 y o  Solicitation by Progress. (a) Except as expressly permitted by this Section 4.03, Progress shall;not, nor shall it permit any of 
its subsidiaries to, nor shall it authofize or,permit any of ik directors, officers or employees to,.and shall use its.reasonable best efforts to cause any 
investment banker, f i c i a l  advisor, attomey, accountant or other representative retained by.it or any of its subsidi&es-not to, directly or 
indirectly, (i) solicit, initiate or knowingly encourage (iricluding by way of fiunishmg information), or take any otheraction designed to facilitate, 
q ~ y  inq&es or the makikg’of any proposal.that constitutes a Progress Takeover Proposal or (ii) participate in any negotiations or substantive 
discussions reggardiigany Progress Takeover Proposal; provided, however, that if, at Bny time prior’to receipt of tlie Progress Shareholder 
Approval (the “Progress Applicable Period”), the Board of Directors of Progress determines in good faith, after consultation with its legal and 
f m c i a l  advisors, that a Progress Takeover Proposal that did not result fiom a breach (other than in.immaterial respects) of this Section 4.03(a) is, 
or is reasonably likely to result ;1, a Progress Superior Proposal (as defined in Section 4.03(b)), and subject to providmg prior written notice of its 
decision to take such action to Duke and compliance with Section 4.03(c), Progress may (x) fbnish information with respect to and provide access 
to the properties, books and records of Progress.and its subsidiaries to the person making such proposai (and its representatives) pursuant to a 
customary confidentiality agreement containing terms. noless favorable to Progress with respect to Confidentiality than those set forth in the 
‘Confidentiality Agreement (the “Confdentiality Ayreement”) dated July’29,’2010, between.Duke and Progress (provided, that such confidentiality 
agreement s ld l  not in any way restrict Progress from complying with its disclosure obligations under this Agreement, inch* with respect to 
such proposal) and (y) participate in discussions or negotiations regarding such proposal. Progress, its subsidiaries and their representatives 
immediately shall cease and cauiie to be terminated any existing activities, discussions or negotiations with any parties with respect to any Progress 
Takeover Proposal.’For purposes of tl& Agreement, “Progress Takeover Proposal” means any bona fide inquiry, proposal or offer from any person 
relating to. (i) any direct or indirect acquisition or purchase of a business that coristitutes 20% or more of the net revenues, net income or the assets 
(including equity securities) of Progress and its subsidiaries, taken as a whole (a “Progress Material Business”), (ii) any direct orindirect 
acquisition or purchase of 20% or more of any class of voting securities of Progress or any subsidiary of Progress owning, operating or controlling 
a 
m 
or similar transaction involving Progress or any subsidiary of Progress owning, operating or control& a Progress Material Business, in each case 
other than the transactions contemplated by this Agreement. Notwithstanding the foregoing and provided ,that Progress has otherwise complied 
with this Section 4.03(a), nothing this Section 4.03(a) shall prohibit Progress or its directors, officers, employees, representatives or.agents fiom 
contacting in writing any person who has made a Progress Takeover’Proposal after the date of lhis Agreement solely to requestthe clarification.of 
the terms and conditions thereof to the extent necess& to permit it to determine whether the Progress Takeover Proposal is, or is reasonably likely 
to result’in, a Progress superior Proposal. 

Tess Material Business, (iii) any tender offer or exchange offer that if consummated would result in any person beneficially owning 20% or 
sf any class of voting securities of Progress, or (iv) &y merger, consolidation, business combination, recapitalization, liquidation, dissolution 1 

(b) Except as contemplated by this Section 4.03, neither the Board of Directors of Progress nor any committee thereof shall (A) withdraw or 
modrfy, or propose publicly to withdraw or m o w ,  in a manner adverse to Duke, the approval or recommendation to Progress’s shareholders by 
such Board of Directors or such committee of this Agreement or the Merger, (B) approve or recommend, or propose publicly to approve or 
recommend, any Progress Takeover Proposal, or (C) cause Progress to enter into any letter of intent, agreement in principle, acquisition agreement 
or other similar agreement (each, a Trogess Acquisition Agreement”) related to any Progress Takeover Proposal. Notwithstanding the foregoing: 

(i) in response to a Progress Takeover Proposal that didnot result from a breach (other than in immaterial respects) of Section 4.03(a), 
during the Progress Applicable Period, the Board of Directors of Progress-may, if it determines in good faith, after consulting with outside counsel, 
that the failure to take such action would be reasonably likely to result in a breach of the Board of Directors’ fiduciary obligations under applicable 
law, (A) withdraw or mo&fy, or propose publicly to withdraw or modify, the approval or recommendation by such Board of Directors or any 
committee thereof of this Agreement or the Merger, 
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(B) approve or recommend, or propose to approve or recommend, any Progress Superior Proposal, or (C) terminate this Agreement pursuant to 

S n 7.01(d), but only after (1) in the case of each of clauses (€3) or (C), such Board of Directors has determined in good faith that such Progress 
T, n e r  Proposal constitutes a Progress Superior Proposal, and(2) in the case of clause (C), (I) Progress has notified Duke in writing of the 
determination that suchProgress Takeover Proposal constitutes a Progress Superior Proposal and @) at least five business days following receipt 
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by Duke of such notice, the Board of Directors of Progress has determined tlnt such Progress Superior Proposal remains a Progress Superior 
Proposal; provided, however, that in the event that any such Progress Takeover Proposal is thereafter modified by tlie person making such Progress 
Takeover Proposal and the Board of Directors determines pursuant to clause (C) to terminate this Agreement pursuant to Section 7.01(d), Progress 
shall again comply with clauses (I) and (E) of this paragraph (b)(i) except that the five business-day period shall be reduced to two business days; 
and 

(E) in circvstances other than in response to a Progress Takeover Proposal as provided in Section 4.03(b)(i), during the Progress 
Applicable Period, the Board of Directors of Progress may, if it determkies in good faith, after.c*ulting with outside cornel, that the failure to 
take such.action would be reasonably likely to result in a.breach of the Board of Directors’ fiduciary obligations under applicable law, withdraw or. 
m o e ,  or propose publicly to withdraw or modify, the approval or recommendation by suchBoard of Directors or any committee thereof of this 
Agreement or the Merger, but only after (1) Progress has notified Duke in writkg thatthe Board’of Directors of Progressis prepared to make the 
determhation set forth in this clause (ii) setting forth the re;lsons’therefor in reasonable detail, (2) for a period of f;ve business days following 
Duke’s receipt of the notice set forth ixi clause (1 j of this. sentence (or, if the period from tlie time of receipt by Duke ofsuch notice to the Progress 
Shareholders Meeting shall be less than five bushess ‘days; for such lesser period), Progress negotiates. with Duke, in good faith to make such 
adjustments to the terms and conditions of @is Agreement, the Merger md’the other transactions conternplated hereby as would enable the 
Progress Board of Directors to proceed with its recommendation ofthis Agreement and the Merger and (3) afthe end of such five-business day 
period ‘(or such lesser period, as the case may be, in accordance with this clause (E)) the Board of Directors of Progress m a i n k  its determination 
described in this clause (ii) (after taking into account Duke’s proposedadjustments, if any, to the terms and conditions of.this Agreenienf the 
Merger and the other h-an’actioni contemplated hereby). 

For purposes of this Agreemenf ‘‘Prazress Superior Prooosa1”means any written Progress Takeover Proposal that the Board of Directors of 
Progress determines in good faith (after consultation with a fmancial advisor of nationally recognized.reputation) to be more favorable (takmg into 
account (i) all fmancial and strategic.considerations, includmg relevant legal, fmancial, regulatory and other aspects of such Progress Takeover 
Propdsal and the Merger and the other transactions contemplated by this Agreement deemed relevant by the Board of Directors, (ii) the identity of 
the third party making such Progress Takeover Proposal, and (iE) the conditions and prospects for completion of such Progress Takeover Proposal) 
to Progress’s shareholders than the Merger and the other transactio* contemplated by this Agreement (taking into. account all of the terms of any 
proposal by Duke to amend or modify the terms of the Merger and the other transactions contemplated by this Agreement), except tfiat (x) the 
references to “20%” in clauses (i), (E) and (iii) of the definition of “Progress Takeover Proposal” in Section 4.03(a) s l d l  each be deemed to be a 
reference t0-“50%”, (y> a “Progress Takeover Proposal” shall only be deemed to refer to a transactiofi involving Progress, &d not any of its 
subsidiaries or Progress Material Businesses alone, and (z) the references to “or any subsidiary of Progress owning, operating or controlling a 
Progress Material Business” in clauses (ii) and (iv) shall be deemed to be deleted. 

~ c) In addition to the obligations of Progress set forth in paragraphs (a) and (b) of this Section 4.03, Progress shall as promptly as practicable 
advwe Duke, orally and in writing, of any Progress Takeover Proposal or of any request for information relating to any Progress Takeover Proposal 
(and in any case w&.in 45 hours of such request or the receipt of such.Progress Takeover Proposal), the principal terms and conditions of such 
request or Progress Takeover Proposal and the identity of the person making such request or Progress Takeover Proposal. ‘Progress shall keep Duke 
infoimed in all material respects of the stabs and details (kcludmg amendments or 
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proposed amendments) of any such request or Progress Takeover Proposal. Contemporaneously with any termination by Progress of this 
Agreement p u a n f .  to Section 7.6l(b)(i), Progress shall provide Dbke witha writtenverification that it has complied with its obligations pursuant 
to this Section 4.03(c) (other than noncompliaixe which is inimatenal). 

(d) Nothing contained in this Agreement shall prohibit Progress or its Board of Directors or any committee thereof from (i) taking and- 
disclosing to its shareholders a position contemplated by Rule 14e-2(a) promulgated under the Exchange Act or &om making any disclosure to 
Progress’s shareholders if,,in the good faith judgment of the Board of Directors of Progress, after consultation with outside counsel, failure so to 
disclose would be inconsistent with its or Progress’s obligations under applicable law or (ii) taking actions permitted by Section 4.01 (f). 

Section 4.04 No Solicitation by Duke. (a) Except as expressly pemiittedby this Section:4.04, Duke shall no$ nor shall it perrriit any of its 
subsidiaries to, nor shall it authorize or permit any of its directors, officers or employees to, and shall use its reasonable best efforts to cause any 
investment banker,.fmcial advisor, attorney, accountant or other representative retained by it or any of its subsidiaries not to, directly or 
indirectly, (i) solicit, initiate or knowingly encourage (including by way of f u m i s b  information), or take any other action designed to facilitate, 
any inq&-ies or the making of any proposal that constitutes a Duke Takeover Proposal or (ii) participate in any negotiations or substantive 
discussions regarding any Duke Takeover Proposal; provided, however, that if, at any time prior to receipt of the Duke Shareholder Approval (the 
’‘r . ? AmAicable Period’.’), the Board of Directors of Duke determines in good faith, after consu&ation with its legal and firiancial advisors, that a 
d 
result in, a Duke Superior Proposal (as defmed in Section 4.04@)), and subject to providing prior written notice of its decision to take such action 

rakeover Proposal that did not result from a breach (other than in immaterial respects) of this Section 4.04(a) is, or is reasonably likely to 
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to Progress and compliance with Section4.04(c), Duke may (x) furnish information with respect to and provide access to the properties, books and 
records of Duke and its subsidiaries to the person making such proposal (and its representatives) pursuant to a customary confidentiality agreement 
containing terms no less favorable to Duke with respect to confidentiality than tliose set forth in the Confidentiality Agreement (provided, that 
such confidentiality agreement shall not in any way restrict Duke from complying with its disclosure obligations under this Agreemenf including 
with respect to sachproposal) and (y) participate in discussions or negotiations regarding suchproposal. Duke, its subsidiaries and their 
re, ,ntatives Wehiately shall cease agd cause to be terghated any existing activities,. discussions 'or negotiatiop with any parties with respect 

. to Duke Takeover Proposal. For purposes of *s Agreement " ~ u o s a l "  me-: qyb'ona fide in@ky,,proposal or offer from 
&ny person relating to (i) any direct or indirect acquisition or purchase of a business that constitutes 20% or more of the net revenues,:net income or 
the assets (including equity securities),of Duke and its subsidiaries, taken as a whole (a "Puke Material Business"), (ii) any direct or indirect 
acquisition or purchase of'20%'or more of any class of voting securities of Duke or any subsidiary of Duke owning, operating or controlltng a 
Duke Material Business, (iii) any tender offer or exchange'offer that if consummated would.result in any person benekcially owning 20% or more 
of any class of vothg Sec&ties of Duke, or (iv) any merger; consdidation, business CombiriatioK recapitalization, liquidation, dissolt+tion or 
s+-il+ transaction involving Duke or.any.subsidiary of Duke owning, operating or con$olling a Duke Material Bysk~ss,  in eachcase other than 
the transactions contemplated by this Agreement Notwithstandmg the foregoing and provided that Dike has otherwise complied with this. 
Section 4.04(a), nothing in this Section 4.04(a) shall prohibit Duke or its directors, officers> employees, representatives or agents from contacting h 
writing. any person who has made a Duke Takeover Proposal after the date of this Agreement solely to request the clarification of the terms and 
conditions thereof to the extent necessary to ,permit it to ,determine whether the Duke Takeover Proposal is, or is reasonably likely to result ;1, a 
Duke Superior Proposal. 

(b) Except as contemplated. by this Secticm 4.04, neither the Boafd of Directors of Duke nor any covi t tee  thereof shall (A) withdraw or 
mode ,  or propose publicly to withdraw ormode ,  in a manner adverse to Progress, the approval or recommendation to Duke's shareholders by 
such Board of Directors or such committee of the Duke Share.Issuance or Duke Charter Amendment, (B) approve or recommend, or propose 
publicly to 
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approve or recommend, any Duke Takeover Proposal, or (C) cause Duke to enter into any letter of intent, agreement in principle, acquisition 
agreement or other similar agreement (each, a "Duke Acquisition Ameement") related to any Duke Takeover Proposal. Notwithstanding the 
fa ing: 

(i) in response to a Duke Takeover Proposal that did not result from a breach (other than in immaterial respects) of Section4.04(a), 
during the Duke Applicable Period, the Board of Directors of Duke may, if it .determines in good faith, after consulting with outside counsel that 
the failure to take such.action would be reasonably likely to result in a breach of the Board of Directors' fiduciary obligations under applicable law, 
(A) withdraw or mo&, or propose publicly'to withdraw o i  mo.dify, the approval or recommendation by Such B F d o f  ,Directors or,any committee 
.thereof of the Duke Share Issuance or D,uke CXpter Amendment (B) approve or recommend, or propose to approve or recommend, any,Duke 
Superior Proposal, or (C) terminate this Agreement pqrsuant'to Section.7.Ol(f), but only after (1) in the case. o$ each of clauses (B) or (C), such 
Board of Directors has determined in good faith thatsuch Duke Takeover'.Proposal cobstitutes a Duke Superior Proposal, and'(2) in. the case of 
clause (C), (I) Duke has not5ed.Progress h writkg of the determination that such Duke Takeover Proposal constitutes a Duke Suprior Proposal 
and (II) at least five business days following receipt by Progress of suchnotice, the Board of Directors of Duke'lm determined that suchDuke 
Superior Proposal remains a Duke Superior.Propos@ provided, fiowever, that in the event that any suchDuke Takeover Proposal i s  thereafter 
modified by the person'malang.such Duke Takeover Proposal akd the Board of Directors determines pursuant to clause (C) to ter&nate this 
Agreement pursuant to Section 7.01(f), DuEe shall again comply with clauses (I) and @) of this paragraph (b)(i) except that the five business-day 
period shall be reduced to two business days; and 

(ii) in ,circumstances other than in response to a Duke Takeover Proposal as provided in Section 4.04(b)(i), during the Duke Applicable 
Period, the Board of Directors of Duke may, if it determines in good faith, after consulting with outside counsel, that the failure to take such action 
would be reasonably likely to result in a breach of the Board of Directors' fiduciary obligations under applicable law, withdraw or modify, or 
propose publicly to withdraw or mod.@, the approval or recommendation bymch Board of Directors or any committee thereof of the'Duke Share 
Issuance or Duke Charter Amendment, but only after (1) Duke has notiged Progress in writing that gie Board of Directors of Duke is prepared to 
make the d e t e e a t i o n  set fortli in this clause (ii) setting forth the reasons therefor in reasonable detail, (2) for a period of five business days 
following Progress's receipt of the notice set forth in clause (1) of this sentence.(or, if the period from the time of receipt by Progress of such notice 
to the Duke Shareholders Meeting shall be less tlm five business days, for such lesser period), Duke negotiates with Progress in good faith to 
make such adjustments to the terms and conditions ofthis Agreement the Merger and the otlier transactions contemplated hereby as would enable 
the Duke Board of Directors to proceed with its recommendation of the Duke Share Issuance and the Duke Charter Amendment and (3) at the end 
of such five-business day period (or such lesser period, as the case may be, in accordance with this clause (ii)) the Board of Directors of,Duke 
mP;-tains its determination described in this clause (ii) (after takmg,into account Progcess's proposed adjustments, if any, to the terms. and 
ci .ons of this Agreement, the Merger and the other transactions contemplated hereby). 

For purposes of this Agreement, a "Duke Superior Proposal" means any writtenDuke Takeover Proposal that the Board of Directors of Duke 
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determines in good faith (after consultation with a fmancial advisor of nationally recognized reputation) to be more favorable (taking into account 
(i) all f i c i a l  and strategic considerations, including relevant legal, fmancial, regulatory and other aspects of such Duke Takeover Proposal and 
the Merger and the other transactions contemplated by this Agreement deemed relevant by the Board of Directors, (ii) the identity of the third party 
makmg suchDuke Takeover Proposal, and (hi) the conditions and prospects for completion of suchDuke Takeover Proposal) to Duke's 
shp--holders than the Merger and the other transactions contemplated by this Agreement (taking into accouj ail of the terms of any proposal by 
P: - -. ,ss to -end or modify the terms of the Merger and the,other transactions contemplated by this.Agreement), except that (x) the references to 
''20%" in.clauses (i), (6) and (iii) of the defition of "Duke Takeover Proposal" in Section 4.04(a) shall each be deemed to 6e.a reference to 
YO%", (y) a "Duke Takeover Proposal" shall only be .deemed to refer to a transaction involving Duke, and not any of its subsidiaries or Duke 
Material Businesses alone, and @'the references to "or any subsidiary of Duke ow*, operating or controlluy: a Duke Material Business" in 
clauses (5) and (ivj shall be deemed to be deleted 
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(c) In addition to the obrigations of Duke set forth in paragraphs (a) and (b) of this Section 4.04, Duke shall as promptly as practicable advise 
Progress, orally and in writing, of any Duke Takeover Proposal or of any request for information relating to any Duke Takeover Proposal '(and in 
any case within 48'hours of such request or the receipt of such Duke Takeover Proposal), the principal termsand conditions of such request or 
Duke Takeover Propos,al and the identity of the prSoii m a -  such request or Duke Takeover Proposal. Duke shall keep Progress informed in all 
material respects ofthe status and details (including amendments or proposed amendments) of any such request or Duke Takeover Proposal. 
Contemporaneously with any termination by Duke of this Agreement pursuant to Section 7.01 @)(i), Duke shall provide Progress with a written 
verification that it has complied with its obligations pursuant to lhis Section4.OLyc) (other than noncompliance whichis immaterial). 

(d) No- contained in this Agreement shall prolibit D$e or ik Board of Directors or any committee thereof from (i) taking and disclosing 
to its shareholders a positi,on contemplated by Rule 14e-2(a)'promulgated under theExchange Act or from making wy disclosure to Duke's 
shareholdefi'if, in the good faithju'dgment of the Board of Directors of Duke, after consultation with outside counsel, failure so to disclose would 
be inconsistent with its or Duke's ob&gations under applicable law or (ii) taking actions permitted by Section 4.02(f). 

Section 4.05 Other Actions. Each.of Progress and Duke shall use its reasonable best efforts not.to, and shall use its reasonable best efforts not 
to Dermit any of its respective subsidiaries to, take any action thatwould, or that 'could reasonably be expected to, result in (i) any of the 
rt, mtations and warranties of such party set forth hi this Agreement that $ qualified as to materjality or material adverse effect becoming 
unuue, (ii) any of such representations iind wafranties that is not sp qualified becoming untrue ii~ any material respect or'@) imy condition to the 
Merger set forth in Article VI not being satisfied 

Section 4.06 Coordination of Dividends. From the date of this Agreement until the Effective Time, Duke and Progress shall coordinate with 
each other regardmg the declaration and payment ofdividends in respect of tlie shares of Progress Common Stock and Duke Common Stock and 
the record dates and payment dates rela+ thereto, it being the Atention of Progress and Duke,that no holder of Progress Common Stock or'Duke 
C,ommon Stock shall receiv'e two.dividends, or fail to receive one dividend, for any siiigle calendar quarter with respect to its shares. of Progress 
Common Stock or Duke Common Stock,(including Duke Common Stock issued in connection with'the Merger), as'the case may be. In 
furtherance of and without limiting the generality of the foregoing, if at the time ihat Progresswould otherwise declare a regular qmrbrly cash 
dividend pursuant to Section 4.Ol(c)(i)(A) the parties expect the 'Closing Date to occur during the period of time from and after 'the record dabfor 
such Progress dividend and prior to the record date for the next subsequent regular quarterly cash dividend of Duke, theparties shall coordinate to 
reduce the amount of such Progress dividend to an amount reasonably calculated to effectuate the intent of the parties descrjibed-in the f i t  se@c;tnde 
of this Section 4.06. In the event (a) the Closing Date would, in the absence of tlG Section 4.06, o.Ccur'after the record date .for the last regular 
quarterly cash dividend of Progress prior to the Closing Date and prior to the record date for the next subsequent regular quarterly c.ash dividend of 
Duke and (b) such last recent Progress regular quarterly cash dividend occurring prior to.the Closing shall not have been reduced as contemplated 
by the preceding sentence, Duke shall be permitted to.(i) declaie and pay a special dividend to Duke' stockholders immediately prior to the Closing 
in an amouiitreasonably calculated to effectuate the intent of the.parties described in the fmt sentence of this Section 4.06 or (ii) subject to the 
prior written consent.of Progress (which consent.shal1 not be urireasonably'wifldield), postpone the Closing to a date no later than one business day 
after the record date for'the next succeeding regular quarterly cash dividend of Duke (in which event Progress shall be permitted to declare and pay 
a special dividend immediately prior to the Closing in an amount reasonably calculated to effectuate the htent of the parties described in the fmt 
sentence of this Section 4.06, and neither party s k l l  be entitled to terminate this Agreement pursuant to Section'7,Ol,(b)(i) during the period of such 
postponement). 
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ARTICLE V 

ADDITIONAL AGREEMISNTS 

Section 5.01 Preparation of the Form S-4 and the Joint Proxy Statement: Shareholders Meetings. (a) As soon as practicable following the 
d; -- ?this Agreement; Progress and Duke shall prepare and file withthe SECthe Joint,Proxy Statement and Duke shall prepare and fde.with the 
S L  +e Form S-4, ii~ which the Joint Proxy Statement will be inciuded The Joht Proxy Statement and'Form S-4 shall comply as to form' in all 
materid respects with the applicable provisions of the Securities Act and the Exchange Act dnd the rules and regulations thereunder. Duke shall use 
its reasoga6le best efforts, &d Progress will reasonably cooperate With Duke in such efforts, to have the Form S-4 declared effective under the 
Securities Act as,promptly.as practicable after such f i b  and to keep the Form S-4 effective as long as necessaryto consummate the Merger and 
other transactions contemplated'hereby. Progress will use its reasonable best efforts to cause the Jointproxy Statement to be mailed to Progress's 
shareliolders,.and Duke will use its.reasonable best efforts to cause the Joint Proxy Statementto be.mailed to Duke's.shareholders, .in each case as 
promptiy as practicable after the torm S-4 is declared effective under the Securities Act Duke shall also take any actionrequired to  be taken by'it 
uider any applicable state or provincial secdties'laws in connection with the issuance of Duke Common Stock in the Merger. and.each party shall 
furnish all information concerning itself and its shareholders as may be reasonably requested in connection with any such action. Each party will 
advise the others, promptly after it receives notice.thereof, of the time when the Form S-4 has become effective or any supplement or amendment 
has been fded, the issuance of any stop order, the suspension of the qualification of the Duke Common Stock issuable 
Merger for offering or sale in any jurisdiction, or any request by the SEC for ainendment of the Joint Proxy Statement or the Form S-4 or 
comrrients thereoriand responses thereto orrequests by the SEC for additional information. If prior to the Effective Time any eveiit occurs with 
respect to Progress, Duke or any subsidiary of Progress or Duke, respectively, or any change o c c k  with respect to information supplied by'or on 
behslf of Progress or Duke, respectively, for inclusion in the Joint Proxy Statement,or the Form S-4 that, in each case, is required to be described 
in an amendment of, or a supplement to, the Joint Proxy Statement or the Form S-4, Progress or Duke, as applicable, shall promptly notify.the 
other of such event, and Progress or Duke, as applicable, shall cooperate with the other in the prompt fdhg with the SEC of 'any necessary 
amendment or supplement to the Joint Proxy Statement &nd the Fom S-4 and, as required by la~r,  in disseminating the information contained in 
such amendment or supplement to Progress's shareholders and to Duke's shareholders; provided that no amendment or supplement to t$e Joint 
Proxy Statement or the Form S-4 shall be filed by either party, and no material correspondence with the SEC shall be made by either.party, without 
providmg the other party a reasonable opportunity to review 'and comment thereon 

connection with the 

(b) Progress shall, as soon as reasonably practicable following the date of this Agreemenf duly call, give notice of, convene and hold a 
meeting of its shareholders (the."Pro?ess Shareholders Meeting") for the purpose of obtaining the Progress Shareholder Approval and any other 
matters required under applicable law to be considered at the Progress Shareholders Meeting. Without limiting the generality of the foregoing, 
Progress agrees that unless this Agreement is terminated pursuant to Section 7.01, its obligations ptysuant to the f i t  sentence of this 
S, 
Tawover Proposal, (ii) the withdrawal or modification by the Board of Directors of Progress of its approval or recommendation to Progress's 
shareholders of this Agreement, the Merger or the other transactions contemplated hereby, or (iii) the approval or recommendation of'any Progress 
Superior Proposal. Notwithstanding any of the events set forth in clauses (i), (ii) and (iii) of &e immediately preceding sentence, in the event 
Progress filfillk its obligations pquant  to this Section 5.01 (b) and the Progress Shareholder Approval is not obtainedat +e P,rogress..Sbeliolders 
Meeting, Duke shall not therqafter have the right to terminate tl$s Agreement pursuant to SFctions 7.01(h)(i)' as a result of the Board of Director; of 
Progress (or any committee thereof) having, pursuant to Section 4.03@)(ii), withdrawn or modified, or proposed publicly to withdraw or mo .w,  
the approval or recommendation by such Board of Directors of this Agreement or the Merger, provided Duke shall retain all other rights to 
terminate this Agreement set forth in Section 7.01. 

!i 5.01 (b) shall not be affected by (i) the commencement, public proposal, public disclosure or communication to Progress of any. Progress 
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(c) Duke shall, as soon as reasonably practicable following the date of this Agreement, duly call, give notice of, convene and hold a meeting 
of its shareholders (the "Duke Shareholders Meeting") for the purpose of obtaining the Duke Shareholder Approval and any other matters required 
under applicable law to be considered at the Duke Shareholders Meeting. Without limiting the generality of the foregoing, Duke agrees that unless 
this Agreement is terminated pursuant to Section 7.01, its obligations pursuant to tlie first sentence of this Section 5.0l(c) shall not be affected by 
(i) the commencement, public proposal, public disclosure or communication to Duke of any Duke Takeover Proposal, (ii) the withdrawal or 
modification by the Board of Directors of Duke of its approval or recommendation to Duke's shareholders of the Duke Share Issuance and tlie 
Duke Charter Amendment, or (iii) the approval or recommendation of any Duke Superior Proposal. Notwithstandmg any of the events set forth in 
clauses (i), (ii) and (iii) of the immediately precedq sentence, in the event Duke fulGLls its obligations pursuant to this Section 5.01 (c) and the 
Duke Shareholder Approval is not obtained at the Duke Shareholders Meeting, Progress shall not thereafter have the right to terminate this 
Agreement pursuant to Section 7.01 (g)(i) as a result of the Board of Directors of Duke (or any committee thereof) having, pursuant to 
Section 404(b)(ii), withdrawn or modified, or proposedpublicly to withdraw or m o w ,  the approval or recommendation by suchBoard of 
0 
Secuon 7.01. 

srs of this Agreement or the Duke Merger, provided Progress shall retain all other rights to terminate this Agreement set forth in 
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Subject to receipt of the Duke Shareholder Approval, on or before the Closing Date and prior to the Effective Time, Dulce shall f ie  with the 
Secretary of State of the State of Delaware a Certificate of Amendment to the Amended and Restated Certificate of Incorporation of Duke 
providing for, after pnor consultation.with Progress, a 1 -for-2 or 1 -fori3 reverse stock split with respect to the Duke Common Stock (the ''W 
Charter Amendment"), such Certificate of Amendment to become effective on the Closing. Date prior to the filing of the Articles of Merger with 
the cl-cretary of State ofthe State.ofNorth Carolina. 

~~ ~(d) Progress andDuke'wil1 w e  the; reasonable best'efforts'to hold the,D+e Shareholders Meeting and.the Progress Shareholders Meeting on 
the same date and ai soon as p,mcticable after the date.of this Agreement 

Section 5.02 Letters of Duke's Accountants. Duke shall use its reasonab1e.best efforts to cause to be delivered to Progress two letters from 
Duke's.hdependent accountants,,one dated a date i&hin two business days before the date on whkh the Form 8-4 shall become effective and one 
dated a date within two business days before the Closing Date, each addressed to Progress,, in form and substance reasonably satisfactory to 
Progress and custom,ary hi scope arid substance for comfort lettee delivered by hidependent public accouiitants ;1 c,omjection with registiation 
stabments siniilar to the Form S-4. 

Section 5.03 Letters of Prowess's Accountants. Progress shall use its reasonable best efforts to cause to.be delivered to Duke two letters from. 
Progress's independent accountants, one dated a date within two business days before the. date on which the Form S-4 shall become effective and 
one dated a date within two business.days before the Closing Date, eachaddressed to.Duke, in form and substancexeasonably satisfactory to Duke 
and customay in scope ,and substance for comfort letters delivered by independent public accountants ih connection with registration statements 
simil5.r to the Form S-4. 

Section 5.04 Access to Information: Effect of Review; 

(a) Access. Subject to the Confidentiality Agreement, to the extent permitted by applicable law, each of Progress andDuke shall, and shall 
cause each of its respective subsidiaries to, and, so long as consistent with its confidentiality obligations under its applicable agreements, shall use 
its respective reasonable best efforts to cause ,the Progress Joint Ventures and Duke Joint Ventures, respectively, to, afford to the other party.and to 
the officers, employees, ,accountants, counsel, financial advisors and other representatives of such other party reasonable access d e  normal 
business hours.during the period prior to the Effective Time to all their respective properties, books, contracts, commitments, personnel and 
records an4 during such period, to the extent permitted by applicable law, each of Progress and Duke shall, and shall cause each of its respective 
subsidiaries to, and, so long as consistent with its confidentiality and other contractual obligations under,& 
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applicable agreements, shall use its respective reasonable best efforts to cause the Progress Joint Ventures:and Duke. Joint Ventures, respectively, 
to, (i) confer on a regular and frequent basis with one or more representatives of the other party to discuss material operational and regulatory 
matters and the general status of its ongoing operations, (ii) advise the other party of any change.or event that has had or could reasonably be 
expected to have. a material adverse effect on such party, an&$) M s h  pro,mptly all ofher information concerning its business, properties and 
persomiel, in. each case as. such other, party may reasoimbly request, provided,, however, that no actions shall be taken pursuant to this 
Section 5.04(a) that would create a risk of loss or waiver of the attomey/client privilege, provided, M i e r ,  that the parties shall use their respective 
commercially reasonable efforts to allow for access and disclosure of information in .a m k e r  reasonably acceptable to the parties that does not 
result in the, loss or waiver of the attorney-client.privilege (which efforts shall include entering into mutually acceptable joint defense agreements 
between the parties if doing so would reasonably permit the disclosure of'information without violating applicable law or jeopardizing such 
attorney-client privilege). Notwithstanding the foregoing, .if a'party requests access to,, proprietary information of the other party, the disclosure of 
which would have a material adverse effect on the other party if&e Closing, were not to occur (grving effect to the requesting party's obligations 
under the Cofiidentiality Agreement), such information shall only be disclosed to the extent reasonably agreed upon by the chief financial officers 
(or their designees) of Progress and Duke. All information exchanged pursuant to this Section 5.04(a) shall be subject to the Confidentiality 
Agreement. 

(b) Effect of Review. No review pursuant to this Section;5.04 shall, have.any effect for the purpose of determining the accuracy of any 
representation or warranty givenby any'ofthe parties hereto to any of the other parties hereto. 

Section 5.05 Regulatory Matters: Reasonable Best Efforts. 

(a) Regulatory Approvals. Eachparty hereto shall cooperate and promptly prepare and file all necessary documentation, to effect all 
necessary applications, notices, petitions and fihngs, and shall use reasonable best efforts to take or cause to be taken all actions, and do or cause to 
be done all things in order to obtain all approvals and authorizations of all Governmental Authorities, necessary or advisable to consummate and 
m, :ffective, in the most expeditious manner reasonably practicable, the Merger and the other transactions contemplated by this Agreement, 
i n ~ ~ ~ c l j n g  the Progress Required Statutory Approvals and the Duke Required Statutory Approvals; provided, however, that Progress shall have 
primary responsibility for the preparation and fiing of any related applications, filings or other materials with the FPSC and the NCUC and 
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PSCSC, provided, firher, tlmt Duke shall have primary responsibility for the preparation and filing of any related applications, filings or other 
materials with the PUCO, the rURC and the KPSC. Progress shall have the right to review and approve in advance all characterizations of the 
infomation r e l a m  to Progress, on the one hand, and Duke sliall have the right to review and approve in advance all characterizations of the 
information relating to Duke, on the other hand, in either case, that appear in any application, notice, petition or frling made in connection with the 
Memer or the other transactions contemplated by this Agreement Progress andDuke agree that they will consult and cooperate with each other 
u :spect to the obtaining of all such necessary approvals and authorizations of Governmental Authonties 

@) Reasonable Rest Efforts. Subject to the terms and conditions set forth in this Agreement, each of the parties hereta shall use its reasonable 
best efforts (subject to, and in accordance with, applicable law) to take, or cause to be taken, promptly all actions, and to do, or cause to be done, 
promptly and to assist and cooperate with the other parties in doing, all things necessary, proper or advisable to consummate and make effective the 
Merger and the other transactions contemplated by this Agreement, including (i) the obtaining of all necessary Consents or waivers from thjrd 
parties and Governmental Authorities, (ii) the defendmg of any lawsuits or other legal proceedings, whether judicial or administrative, challenging 
this Agreement or the consummation of the transactions contemplated by this Agreement, and (iii) the execution and delivery of any additional 
instruments necessary to c o n s m a t e  the transactions contemplated by this Agreement. For purposes of this Agreement, “reasonable best efforts” 
shall not include nor require either party or its subsidiaries to (A) sell, or agree to sell, 
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hold or agree to hold separate, or otherwise disp0s.e or agree to dispose of any asset, & each case if sucli sale, separation or disposition or, 
agreement with respect thereto would, individually or in the aggregate, reasonably be expected to have a material adverse effect on the expected 
benefits of the transactions conternplated by tl<s Agreement to such party, or (B) conduct or agree to conduct its business in any particular mariner 
if such conduct or agreement with respect thereto would, individually or in the aggregate, reasonably’be expected to have a material adverse effect 
on the expected benefits of the transactions conternplated by this Agreement to such party, or (C) agree to any order, action or regulatory condition 
of any regulatory body> wlietl?er in an approval procleding or another regulatory proceeding, that, if effected, would cause a matehal reduction in 
the expected bene& for such party’s shareliolders (for exainple, the parties expect thek customers to participate in the benefits of the transactions 
contemplated by this Agreement in amounts ‘up to but not exceedmg (x). the benefits of joint system dispatchmd fuel savings as they materialize in 
future.fue1 clause proceedmgs and Q rates that are lower than they otherwise would have been as net merger savingsmaterialize in future rate 
proceedings initiated in tlie ordinary course of business) (any of the foregoing effects, a “Burdensome Effect”). 

(c) State Anti-Takeover Statutes. Without limiting the generality of;Section 5.05@), Progress andDuke s l id  (i) take all action necessary to 
ensuie that no state anti-takeover statute or similai- statute or regulation is or becomes applicable to the Merger, this Agreement or any ofthe other 
transactions contemplated by’tlGs Agreem,ent and (ii). if b y  state anti-takeover statute or.similar Statute or regulation becomes applicable to the 
Merger, this Agreement or any other transaction contemplated by this Agreement, take all action necessaq to ensure that the Merger and the other 
transactions contemplated by this Agreement may be consummatedas promptly as reasonably practicable on the terms contemplated by this 
Agreement and otherwise to minimize the effect of such statute or regulation on the Merger and the other transactions contemplated by this 
Agreement. 

Section 5,.06 Stock Options: Restricted Stock and &pity Awaids: Stock Pliiris. (a) At the Effective.Time,-eachProgress:Employee Stqck 
Option, wlietlier vested or unvested, shall be converted inb. an option to acquire, on the same terns and conditions as were applicable under such 
Progress Employee Stock Option,:includmg vesting, a number of shares ofDuke Common Stock equal to the number of shares ofprogress 
Common Stock subject to suckProgress Employee Stock Option k e d i a t e l y  before the Effective Time multiplied by the Exchange Ratio 
(rounded down to the nearest whole share) at a price’per share of Duke Common Stock equal to the price per s h e  under such Progress Employee 
Stock .Option divided by the Exchange Ratio (roimded up to the nearest cent) (each, B f ;  so adjusted, a “Progress Adjusted Oution”); 

(i) at the Effective Time, each award of restricted shares of Progress Common Stock (“progress Restricted Stock”) shall be converted 
into an award of a number of restricted shares of Duke Common Stock equal to the number of restricted shares of Progress Common Stock 
multiplied by the ExchaiGe Ratio, on the same terms and conditioi~ as were applicable to such award of restricted shares of Progress Common 
Stock, iricludmg vesting (“ProFess Adjusted Restricted Stock”); 

(ii) at the Effective Time, each’Progress Restricted Stock UGt shall be converted into an award of a number of restricted stock units of 
Duke Common Stock equal to the number of restricted stock units of Progress Common Stock multiplied by the Exchange Ratio, on the same 
terms and conditions as were applicable to such award of restricted stock units of Progress Common Stock, includmg vesting (“Progress Adiusted 
Restricted Stock Units”); 

(iii) at the Effective Time, each Progress Performance Share sball be assumed and converted,into an award of a number of perforqance 
she--.. of Duke Common Stockequal to the number of performance shares of Progress Coaimon Stock multiplied by the Exchange Ratio, on the 
s$ :rms and conditions as were applicable to,such award of performance shares of Progress Common Stock, including vesting, and the 
performance measurement period for suchperfomance shares shall remain open (such that no payments shall be made under the terms of such 
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performance shares solely as a result of or in connection with the Merger) and the Compensation Committee of the Board of Directors of Duke 
shall adjust the performance measures of such performance shares as soon as practicable after the Effective Time as it determines is appropriate 
and equitable to 
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reflect the performance of Progess during the performance measurement period pjor to the Effective Time, the transactions conternplated by this 
Agreement’and’the performance measures under awards made to similarly situated Duke employees, for the same or comparable performance cycle 
(the “Progress Adjusted Performance Shares”); 

(iv) all outstanding 0ther.Progress Equity Awards, whether vested or unvested, as of immediately prior to the Effective Time shall be 
converted into an eq-ty or equity-based award in respect of a number of shares ofDuke Common Stock equal to .the number of silares of Progress 
Common Stock repres’ented by such awafd mdtiplied by the Exchgnge Ratio, on the same terms and conditions as were applicable to such Progress 
equity or equity-based award including vesting (“Other Progress AdjustedEquity Awards”); and 

(v) prior to the Effective Time, the Board of Dkectors of Progress tor, if appropriate, any..committee administering the Progress 
Employee Stock Option Plans) shall adopt such resolutions or take such other actions as may be required to effect the foregoing and to ensure that 
the conversion pursuant to Section Z.Ol(b) of the Progress Common Stock held by any director or officer of Progress and the conversion pursyant 
to this Section 5.06(a) into Progress Adjusted Options of Progress Employee Stock Options, Progress Adjusted Res.tricted Stock of Progress 
Restricted Stock, Progress Adjusted Restricted Stock Units of Progress Restricted Stock Units, Progress Adjusted Performhce Shares of Progress 
Performance Shares and’Other Progress Adjusted Equity Awards of Other Progress Equity Awards held by any director or officer ofprogress will 
be eligible for exemption under Rule 16b-3(e) under the Exchange Act. 

(b> Prior to the Effective Time, the Board of Directors of Duke shall adopt such resolutions or take such other actions as may be required to 
ensure to the maximum’extent permitted by law that the conversion pursuant to Section Z.Ol(a) of the Progress Common Stock held by any director 
or officer of Progress .and the conversion purygnt to Section 5.06(a) ‘will be eligible for exemption under Rule 1 &-3(e) under the Exchange Act 
Prior to the Effective Time, Progress shall deliver to the’holders of Progress Adjusted Optiom; Progress Adjusted Restricted Stock, Progress 
Adjusted Restricted Stock Units, Progress Adjusted Performance Shares and Other Progress Adjusted Equity Awards appropriate notices setting 
fr wch holders’ rights pursuant to the respective plans and this Agreement (collectively, the “Stock Plans”). 

(c) At the Effective Time,.by virtue of the Merger, the Stock Plans shall be ass*ed byDuke, with the result that all obligations of Progress 
under tlie Stock Plans, includmg with respect to awards outstanding at the Effective. T h e  under each.Stock Plan, shall be obligations of Duke 
following the Effective Time. Prior to the Effective Time; Duke shall take all necessary actions for the assumption of the Stock Plans, including the, 
reservation, issuance and listing of Duke Common. Stock in a number at least equal to the number of shares of Duke Common Stock that will be. 
subject to Progress Adjusted Options, Progress Adjusted Restricted Stock .Units, Progress Adjusted Performance Shares and Other Progress 
AdjustedEquity Awards. As promptly as practicable followhg the EffectiveTkne, Duke or its subsidiaries shall prepareand file.vVith the SEC a 
registration statement onForm S-8 (or another appropriate form) registering a number of shares of Duke Comrhon Stock determined in accordance 
with the preceding sentence. Such registration statement shall be kept effective ( h d  the current status of the prospectus or prospectuses required 
thereby shall be maintained) at least for so long. as Progress Adjusted Options, ProgT-ess Adjusted Restricted Stock Units, Progress Adjusted 
Performance Share,s and Other Progress Adjusted Equity Awards remain outstandmg. 

Section 5.07 E-. (a) From and after the Effective Time, the Duke Employee Benefit Plans and the Progress Employee Benefit 
Plans in effect as of tlie date of this Agreement and at the Effective Time shall remain in effect wiih respect to employees an& former employees of 
Duke or Progress and their subsidiaries (the ‘Wewco Employees’’), respectively, covered by such Plans at the Effective Time, until such time’ as 
Duke and Progress together shall otherwise determine, subject to applicable laws and the terms of such plans. Prior to the Effective Time, Duke and 
Progress shall cooperate in reviewing, evaluatmg and analyzing Duke Employee Benefit Plans and Progress Employee Benefit Plans with a view 
towards maintaining appropriate Plans for Newco Employees. 
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(b) With respect to any Plans in which any Newco Employees who are employees of Duke or Progress (or their subsidiaries) prior to the 
EffpQtive Time fmt become eligible to participate on or after the Effective Time, and in which suchNewco Employees did not participate prior to 
tl rective Time (the ‘vew Plans”), Duke shall, or s l d l  cause its subsidiaries to, use reasonable best efforts, subject to applicable law, to: 
(i) waive all pre-existmg conditions, exclusions and waiting periods with respect to participation and coverage requirements applicable to the 
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Newco Employees and their eligible dependents under any New Plans in wlich such employees may be eligible to participate after the Effective 
Time, except to the extent such pre-existing conditions, exclusions or waiting periods would apply mder the malogous Duke Employee Benefit 
Plan or Progress Employee Benefit Plan, as’ the case may be; (ii) provide each Newco Employee and tlieir eligible dependents with credit for any 
co-payments and deductibles paid prior to the Effective Time under a Duke Employee Benefit Plan or Progress Employee Benefit Plan (to the 
same extent that such credit was given under the analogous Duke Employee Benefit Plan or Progress Employee Benefit Plan, as applicable, prior to 
tl 
eligible to pdcipate after the Effective Time; (iii) recognize all service of the Newco Employees with Progress andD&e, and thek respective 
affiliates, for al1,purposes (bcluding, for purposes of eligibility to participate, vesting credit, entitlement to benefits, and, except with respect to 
defrned benefit pension plans, benefit accrud) in any New PI& in which such employees may be eligible to participate after the Effective Time, 
includmg any severance plan, to the,extent such seririce is taken into account under the applicable New Plan; provided that the foregoing shall not 
apply to the extent it would resultin duplication of benefits. 

Fective Time) i n ’ s a t i s h  any’applicable deductible or out-of-pocket requirements under any New’ Plans in which such employees may be 

(c) Pnorto the Effectiv,e Time, Duke and Prpgress shall cooperate to establish common retention, relocation and severance policies or plans 
that apply to Newco Employees on and Zter the Effective T h e ;  provided, however, that for tlie period beginning on the Closing Date and endmg 
on the second anniversary ofthe ClosingDate (the “Continuation.Period”), eachNewco Employee who was gn employee of Progress immediately 
prior to. the Effective Time whos’e employment is terminated duringthe Continuation Period shall be eligible to receive severance benefits in 
amounts and on krms and conditions no less favorable than those provided to employees of Progress pursuant to plans or policies in effect 
immediately prior to the Effective Time, includmg, without limik.ion, the Progress CIC Plan (as defmed in Section 5.07cd)). 

(d) Duke’acknowledges.and.agrees that (i) it will assume, as of the Effective Time, all obligations under the Progress Energy, Inc. 
Management Change-in-Control Plan, as amended and restated effective January 1,2008 but after giving effect to the amendment of the defintion 
of “Good Reason” set forth in Section 4.0l(d)(iii) of the Progress Disclosure Letter (the “Progress CIC Plan”) and (ii) a termination of employment 
from Duke and its affiliates shall be the same as a termination of employment from Progress and its affiliates for all purposes under the Progress 
CIC Plan. 

(e) Prior to the Effective Time, Progress shall (i) amend the d e f ~ t i o n  of Committee set forth in Section 2.9 of the Progress CIC Plan by 
deleting the last sentence of such d e f ~ t i o n  in its entirety and (ii) either amend the Progress CIC Plan or prescribe terms in the applicable award 
agreement to provide that, except as set forth in Section 4.01(d)(iii) of the Progress Disclosure Letter, for all equity awards granted under the 
Progress Employee Stock Option Plans to. participants in the Progress CIC Plan after the date hereof, the.def&tion of “goodreason” or similar 
concept of constmctive terminationrelating to such awards shall-be as defmedin Section 4.0l(d)(iii) of the Progress Disclosure Letter. Progress 
also acknowledges and agrees that (A) neither Progress nor’Fy ofits subsidiaries will take e y  actions to fund any grantor trust or similar vehicle 
that it currently metains, or may maintain at any time following the date hereof, ‘in coimection with the transactions contemplated by this 
P 
eLLnate any requirement to fund any such grantor trust in connection with the transactions contemplated by this Agreement and (y) any Progress 
Employee Benefit Plan requiring the establishment or funding of a grantor trust to eliminate such requirement 

ment and’@) prior to the Effective Time, Progress will take all actions necessary to amend (x-) any grantor trust maintained by Progress to 

.(f) Duke acknowledges m>d agrees that,it,s.hall assme, ,as of the Effective T h e ,  all obligations under the Amended,qd Restated 
Supplemental Senior,Executive Retirement Plan of Progress Energy, Inc. (the “m); provided that nothng herein shall prohibit Progress or its 
affiliates or the? respective successors and assigns 
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from modifying, amendmg or terminating the provisions of the SERP in any manner in accordance with its terms and applicable law; provided, 
further that no modification, amendment or termination shall adversely affect a participant’s accrued benefit or the right to payment thereof under 
the provisions of the SERP as in effect immediately prior to such amendment, modifcation or termination_ Without limiting the generality of the 
foregoing, following the Effective Time, in the event that the SEW is amended in a manner that would otherwise reduce a participant’s right to 
accrue future benefits under the SERP, Duke shall provide such participant with the opportunity to earn additional benefits under the SERP (or 
another compensation or benefit arrangement) equal to no less than the incremental amount that the participant would have earned under the SERP 
(i e., due to the accrual of additional years of Service (as defmed in the SEEP)) in the absence of such amendmenf except that such incremental 
amount shall be calculated after treating the participant’s Final Average Salary (as defmed in the SERP) as if it was solely based on compensation 
earned by the participant prior to the Effective Time, as increased after the Effective Time by cost of living adjustments. Progress shall amend the 
SERP as soon as practicable after the date hereof to provide that no individual may become aparticipant in the SEW following the date of this 
Agreement 

(g) At the Effective Time, outstandmg awards under the Progress Management Incentive Compensation Plan shall be assumed and the 
pe- mance period for each such award shall remain open (such that no payments shall be made under the terms of the Progress Management 
II. lve Compensation Plan solely as a result of or in connection with the Merger) at a level and providmg an annual incentive compensation 
opporhmity that is not less than the level and annual incentive compensation opportunity under the existing Progress Management Incentive 
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Compensation Plan and the applicable performance, criteria and vesting requirements for each such award shall be adjusted by the Compensation 
Committee of the Board of Directors of Duke as it determines is appropriate and equitable to reflect the performance of Progress during the 
performance period prior to the Effective Time, the transactions contemplated by this Agreement and the performance measures under awards 
made to similarly situated Duke employees as soon as practicable following the Effective Time. 

Agzxnent, and no current or former director, officer, employee or independent contractor or any other person'shall be a th;d-party beneficiary of 
this Agieement, a d  nothing hereiri shall be construed as an amendment to any Progr.esS Employee Benefit Plan, Duke Employee Benefit Plan or 
other compensation or benefit plan or arrangement for any purpose. 

i 'h) Without limiting the generality of Section 8.06, the provisions of this Section 5.'07 are soh+ for the benefit of the parties to this 

Section 5.08 Indemnification. Exculpation and Insuran ce. (a) Each of Duke, Merger. Sub and Progress agrees thaf to the fullest extent 
peimitied under applicable law, all rights to indemnification, advancement and exculpation from liabilities for acts or omissions occurring at or 
prior to the Effective Time now e$sti.ng in favor of &e current or foFer  '@rectors,: officers and employees and the fiduciaries currently 
i n d e d i e d  under,benefit plans of Progress arid its subsidiaries; as provided,in their respective certificate or articles of incorporation, by-laws (or 
comparable organizational documents) or other agreements providmg indemnification, advancement or exculpation shall survive the Merger and 
shall continue in full force and effect in accordance with their terms, and no such provision in any certificate or articles of incorporation, by-laws. 
(or comparable organizational document) or other agreement shall be amended, modified or repealed in any manner that would adversely affect the 
rights or protections thereunder to any such individual with respect to acts or omissions occurring at or prior to the Effective Time. In addition, 
from grid after the Effective Time, ail +rectors, officers and employees a d  all fiduciaries currently indemnified under benefit.plans of Progress or 
its subsidiaries who become directors,,officers, employees or fiduciaries under benefit plans of Duke will be entitled to the indemnity, advancement 
and exculpation rights and protections afforded to directors, officers and employees or fiduciaries under benefit plans of Duke. From and after the 
Effective Time, Duke shall cause the Surviving Corporation and its subsidiaries to honor and perform, in accordance with their respective terms, 
each of the covenants contained in &is Section 5.08 without limit as to h e .  

(b) For six years after the Effective Time, Duke shall maintain in effect the directors' and officers' liability (and fiduciary) insurance policies 
currently maintained by Progress covering acts or omissions occurring on or prior to the Effective Time with respect to those persons who are 
currently covered by Progress's respective 

A-52 

T_+le of Contents 

directors' and officers' liability (and fiduciary) insurance policies on terms with respect to such coverage and iri amounts no less favorable than 
those set forth in the relevant policy in effect on the date of this Agreement; provided that the annual cost thereof shall not exceed 300% of the 
annual cost of such policies as of the date hereof. If such no less favorable insurance coverage cannot be maintained for such cost, Duke shall 
maintain the most advantageous policies of directors' and officers' insurance othemise obtainable for such cost Prior to the Effective Time, 
Progress may purchase a skyyear "tail" prepaid policy on terms and conditions no less advantageous to the Progress Indemnified Parties, or any 
other person entitled to the benefit.of Sections 5.08(a) and (b), as applicable, than the existing directors' and officers' liability (and fiduciary) 
i n s w c e  rnaintairied by Progress, cgv'e&g without l@it+tion the transactions conternplated hereby; provided that the aggregate cost thereof shall 
not exceed 600% of the annual cost of the directors' and officers' liability (atikl fiduciary) insurance maintained by Progress as of the date hereof. If 
such "tail" prepaid policy has been obtained by.Progress prior to ,the Effective Time, it shall satisfy the obligations set forth in the f i t  two 
sentences of tlis paragraph (b) and Duke shall, after the Effective Time, maintain such policy in full force and effect, for its full term, and continue 
to honor its obligations thereunder.. 

(c) From and after tlie Effective Time, Duke will cause the Surviving Corporation to indemnify and hold harmless each present director and 
officer of Progress or'any of its subsidiaries (in each case, for acts or f d . ~ e s  to act in such capacity), determined ai of the date hereof, and any 
person who becomes such a director or officer between the date hereof and the Effective Time (cpllectively, the "Progress Indemnified Parties"), 
against any costs or expenses (includmg reasonable attorneys' fees, costs and expenses), judgments, fmes, losses, claims, damages or liab 
incurred in connection with any claim,. action, suit, proceeding or investigation, whether civil criminal, adminiitrative or investigative, arising out 
of matters existing or occurring at or prior to the Effective Time, whether asserted or clairried prior to, at or after the Effective Time (including any 
mattee arising in corniection with &e'trarjsactio& contemplated by this Agreement),'to the fullest extent permitted by-applicable law (and Duke 
will cause tlie S,urviving Corporation to 'also advance expenses (including reisonable attorneys' fees, costs and expegses) as hpm-ed to the M e s t  
extent permitted under applicable law; provided that: ifrequired by applicable law the person to whom expenses are advanced provides an 
undertalang to repay such advances if it is ultimately determined that such person is not entitled to indedication); and provided, further, that any 
determination as to whether a Progress Indemnified Party is entitled to indemnification or advancement -of expenses hereunder pursuant to 
applicable law shall be made by independent counsel jointly selected by the Surviving Corporation and such Progress IndemnSed Party. 

'd) The obligations of Duke k id the Surviv.ing Corporation under this Section 5.08.shall not be terminated. or modified by such parties in a 
L* so as to adversely afTect any Progress Indemnified Party, or any other person entitled to .the benefit .of Sections 5.oS(a) and (b), as the case rd 

may be, to whom this Section 5.08 applies without the consent of the affected Progress Indemnified Party, or such other person, as the case may'be. 
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If Duke, the Surviving Corporation or any of tlieir respective successors or assigns (i) shall consolidate with or merge into any other corporation or 
entity and shall not be the continuing or surviving corporation or entity of such consolidation or merger or (ii) shall transfer all or substantially all of 
its properties and assets to any individual, corporation or other entity, then, and in each such case, proper provisions shall be made so that the 
successom and assigns of Duke or the Surviving Corporation, as the case may be, shall assume all of the obligations of Duke, or the Surviving 
C c  -?ration, as the case may be, set f0rth.k this Section5.08. 

I 

(e) The provisions of Section, 5.08 are@ intended to be for the benefit of, ‘and will be ,enforceable by, each @deqLnified party, his or her heirs 
and his or her representatives and (ii) in addition to, &nd not in.substitution for, any’0ther.righf.s to indemnifkation, advancemen$ exculpation or 
contribution that any such person may have by contract or otherwise. 

Section 5.09 Fees and Exp enses. (a) Except as provided in this SectionS:O9, all fees. and expenses incurred in connection with the Merger, 
this Agieement and the transactions contemplated by this Agreement shall’be paid by the party incUriing such fees or expenses, whether or not the 
Merger is: collsumqated, except that eacll of Progress iqd Duke &all each bear and pay one-lialf of the costs and expenses incurred ;1 connection 
with (1) the 
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filing, printing .and mailing of the Form S-4 and the Joint Proxy Statement (including SEC filing fees), (2) the filirigs of the premerger notification 
and report forms yider the HSR Act (includmg filing fees) and(3) the preparation and fding of all applications, filings. or other materials with the 
FPSC, PUCO, the N q C ,  the IURC, the KPSC and the PSCSC. The Surviving CorporBtion shall file any r e k  with respect to, and shall pay, any 
state or local&ixes (including penalties or interest with respect thereto), if any, that are attributable to (i) the transfer of the beneficial ownership of 
Progress’s real property and (ii) the transfer of Progress Common Stock.pursuant to this Agreement as a result of the Merger. Progress and Duke 
shall cooperate with respect to the filing of such returns, including supplying any information lhat is reasonably necessary to complete such 
returns. 

(b) Progress shall iinmediately pay Duke a fee equal to $400 million (the “ProEtress Termination Fee”) -LIS aiiy amounts as may have been 
previously paid by Progress pursuant to’Section 5.09(d), payable by wire transfer of same day funds, in the event that: 

(i) following the Progress Shareholder Approval, (x) a Progress Takeover Proposal shall have been made b o w n  to Progress or any 

p 
Agreement is terminated by Progress pursuantto Section 7.01 (b)(i]. and (2) within six months of suchterminationProgress or any of its subsidiaries 
enters into any Progress Acquisition Aeeement or consummates any Progress Takeover Proposal, in either case with the person (or an affiliate of 
such person]that made the Progress Takeover Proposal referred to in clause (x), or 

i shall lpve publicly announced an intention (whether or not conditional) to make a Progress Takeover Proposal, (y) thereafter this 

(G) prior to or during the Progress Shareholders Meeting (or any subsequent meeting of Progress Shareholders at which it is proposed 
,that the Merger be approved), (x) a Progress Takeover Proposal shall have been publicly disclosed or’any person shall have publicly announced an 
intention (whether or not conditional).to’make a Progress Takeover Proposal, 0.3 thereafter’this Agreement istermhated by either Progress or 
Duke pursuant to Section 7.01(b)(iii), and (z)  within‘ 12 months of such terminationProgress or any of its subsidiaries enters into any Progress 
Acquisition Agreement or consummates any Progress T’akeover Proposal, ireither case withthe person (or an affdiate of such penon) that made 
the Progress Takeover Proposal referred to in clause (x), or 

(iii) .this Agreement is te-ted by,ProgresS pwsuant to Section 7.01 (d), or 

(iv) this Agreement is terminated by Duke.pursuant to Section 7.01(h)(& provided, however, that if this Agreement is terminated by 
Duke pursuant to Section 7.01(h)(i) as a result of the Board of Directors oEProgress (or any committee thereof) having withdrawn or modified, or 
proposed publicly to with&aw or modify, the approval or recommendation by such Board of Directors of this Agreement or the Merger primarily 
due to adverse conditio& events or actions of or relating to Duke, the Progress Termination Fee sliall not be payable to Duke, or 

(v) .this Agreement is terminated by Duke pursuagt to 7.01 (h)(iii). 

For the purposes of Section 5.09(b)(i) and ($,.the terms “Progress Acquisition Agreement’’ and “Progress Takeover Proposal” shall have the 
meanings assigned to such terms in Section 4.03 (except that tlie’references to “ 2 0 %  in the d e f ~ t i o n  of .“Progress Takeover Proposal” in 
Section 4.03(a) shall be deemed to be references to ‘“50%) and the Termination Fee shall be imniediately payable upon the first,to occur of 
Progress entering into such Progress Acquisition Agreement or consummating sucli Progress Takeover Proposal. 

(c) Duke shall immediately pay Progress a fee equal to $675 million (the ‘puke Termination Fee”) minus any amounts as may have been 
previously paid by Duke pursuant to Section 5.09(e), payable by Wire transfer of same day funds, in the event that 

(i) following the Duke shareholder Approval, (x) a Duke Takeov,er Proposal shall have been made lmownto Duke or any person shall 
have publicly announced an intention (whether or not conditional) to make a Duke Takeover Proposal, (y) thereafter.& Agreement is terminated 

I 
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by Duke pursuant to Section 7.01 (b)(i), and 
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(2) within six months of such termination Duke or any of its subsidiaries enters into any Duke Acquisition Agreement or consummates any Duke 
Takeover Proposal, in either case with the person (or an affiliate of such person) that made the Duke Takeover Proposal referred to in clause (x), 
or 

(ii) prior to or dunng the Duke Shareholders Meeting (or any subsequent meeting of Duke shareholders at which it is proposed that the 
Duke Share Issuance or Duke Charter Amendment be .approved), (x) abuke Takeover Proposal shall have been publicly disclosed or any person 
&ail have publicly annoimced a n  intention (whether or not conditional) to make a Duke Takeover Proposal, (y) thereafter this Agreement S 
terminated by.either,Progress or Duke pursuant to Section j.01 (b)(ii), and (2) W i & h  12 months of such ,termir@tion Duke or any of its sdxidi-es 
enters into any Duke Acquisition Agreement or consummated’any Duke Takeover Proposal, in either case with the person (or 
person) that made the Duke Takeover Proposal referred to inclause (x), or 

affiliate of such 

(iii) this Agreement is terminated by Duke pursuant to Section 7.01(f), or 

(iv) this Agreement istermhated by Progress pursuant to Section 7.01(g)(i), provided however, that if this Agreement is terminated by 
Progress pursuant to Section,7.Olig)(i) as a result of the Board of DirectoI-; of Duke (or any committee thereof) having withdrawn or modified, or 
proposed publicly to withdraw or modify, the approval or recoxnpendation by such Board of Directors of ‘the Duke Share Issuance or Duke Charter 
Amendment primarily due.to adverse conditions, events or actions of.or relating to Progress, the Duke Termination Fee shall not be payable to 
Progress, or 

(v) this Agreement is terminated by Progress pursuant to 7.01 (g)(iii). 

For the purposes of Section 5.09(c)(i) and (ii), the terms “Duke Acquisition Agreement” and “Duke Takeover Proposal” shall have the meanings 
assigned to such terms in Section 4.04 (except that the references to “ 2 0 %  in.the-definiton of “‘Duke Takeover Proposal” in Section 4.04(a) shall 
be deemed to be referencedo “50%”) A d  the Duke TerminationFee shall be immediately payable upon the first to occur of Duke entering into 
surth.lhlce Acquisition Agreement or consumrnahg such Duke Takeover Proposal. 

I 

(d) If this Agreement is terminated (i) by Progress, or Duke pursuant to Section 7.01 (b)(iii) (after the public disclosure of a Progress Takeover 
Proposal or the announcement by any person’of the intention (whether or not conditional) to make aProgress Takeover Proposal.and in each case 
there shall not 1Bve.been a bona fide withdrawal thereof prior to the Progress Shareholdefs Meeting) or {ii) by Duke pursuant to. Section7.01(e), 
Progress shall reimburse Duke promptly upon demand but in no event later than thee business days after the date of such demand, by wire transfer 
of same day h d s ,  for all reasonable,, out-of-pocket fees and expenses incurred or paid by or on behalf of, Duke in connection with. the Merger or 
the transactions .contemplated by this Agreement, including all reasonable fees and expenses of coimsel, investment banking f m s ,  accountants, 
experts and consultants to.’Duke;p’rovided, however, .that Progress shall not be obkgated to make payments pursuant to this Section 5.09(d) kt 
excess of $30,000,000 &I the aggregate. 

(e) If this Agreement is terminated (i) by Progress or Duke pursuant to Section.7.01 (b)(ii) (after the public disclosure of aDuke Takeover 
Proposal or the announcement by any person of the intention (whether or not conditional) to make a Duke Takeover Proposal and in each case 
there shall not’have been a bona fide withdrawal thereof prior to the Duke Shareholders.Meeting), or (;;)‘by Progress pursuant to Section 7.01 (c), 
Duke. shall reimburse Progress promptly upon demand. but in no event later than three business days after the date of such demajnd, by wire transfer 
of same day h d s ,  for all reasonable, out-of-pocket fees and expenses hcurred.or paid.by or on behalf of, Progress .in comiection with the Merger 
or the transactions contemplated by this Agreement, includmg all reasonable fees and expenses of counsel, investment banking fms, accountants, 
experts and consultants to Progress; provided, however, that Duke shall not be obligated to make payments pursuant to this Se,ction 5.09(e) in 
excess of $30,000,000 in the aggregate. 
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( f )  Progress acknowledges that the agreements contained in Sections 5.09(b) and 5.09(d) are an integral part of the transactions contemplated 

’ount due pursuant to Section 5.09(b) or 5.09(d), and, in order to obtain such payment, Duke commences a suit that results in a judgment 
by this Agreement, and that, without these agreements, Duke would not enter into this Agreement; accordingly, if Progress fails promptly to pay 

4 
% A Progress for the fees set forth in Section 5.09(b) or 5.09(d), Progress shall pay to Duke its costs and expenses (includmg attorneys’ fees and 
expenses) in connection with such suit, together with interest on the amount of the fee at the prime rate of Citibank N.A. in effect on the date such 

h t t p : / / ~ . s e c . g o v / ~ c ~ v ~ s / e ~ a r / ~ W l 3 2 6  160/000 11 93 1251 109251 7/ds&.htm[4/2 1/2011 1 1:26:49 AM] 



Amendment No. 1 to Form S-4 

payment was required to be made. 

(g) Duke achowledges that the agreements contained in Sections 5.09(c) and 5.09(e) are an integral part of the transactions contemplated by 
this Agreement, and that, without these agreements, Progress would not enter into this Agreement; accordingly, if Duke fails promptly to pay the 
arnmmt due pursuant to Section 5.09(c) or 5.09(e), and, i?l order to obtain such payment Progress commences a suit that results in a judgment 
q 
expenses) in connection with such si& together with interest on the amount of the fee at the p&e rate of CitibankN.A. in,effect on the date such 
payment w’as required to be made. 

: Duke’for the fees set forth in Section 5.09(c) or 5.09(e); Ihke shall pay to Progress its costs and expenses (including attorneys’ fees ;ind 

Section 5.10 Public Announcements. Progress and Duke will consult with each other before issuing, and prov.ide each other the.reasonable 
opportunity to review, comment upon and concur with, anypess release or other public statements with respect to the transactions contemplated 
by this Agreement, including the Merger, and shall not issue any such press. release or make any such public statementpri0r.b such cormltation, 
except as any party, after consultation with counse\.determines is required by applicable law or applicable rule ,or’regulation of theVSE.  

Section 5.1.1 Affiliates. As soon as practicable after’tlie date of this Agreement, Progress shall deliver to Duke, and Duke shall deliver to 
Progress, a letter identifying all persons who are, at the time this Agreement is submitted for adoption by the respective shareholders of Duke and 
Progress, “affdiates” of Progress or Duke, as the case may be, for purposes of Rule 145 under the Securities Act 

Section5.12 I\TYSE Listing. Duke shall use its reasonable best efforts to cause the shares of Duke Common Stock issuable to Progress’s 
shqeholders’as contemplated by this Agreementto be approved for listing ontheNYSE, subject to official notice of,issuance, as promptly as 
practicable after the date of this Agreement, and in any ‘event prior to’ the Closing Date: 

Section5.13 Shareholder Liti-. Each of Progress and Duke shall give the other the reasonable opportunity to consult concerning .&e 
defense of any shareholder. litigation against Progress or Duke, as applicable, or any of their respective directors or officers relating to the 
transactions contemplated by this Agreement. 

Section 5.14 Tax-Free Reorganization Treatment. The parties to this Agreement intend that the Merger will qual@ as a reorganization under 
Section 368(a) of the Code, and each shall no< and shall not permit any of their respective subsidiaries to, take any action, or fail to take any action, 
that would reasonably be expected to jeopardize the qualificationof tlie Merger as a reorganization under Section 36X(a) of the Code. 

Section5.15 Standstill AFeements: Confidentiality Afreements. During the period from the date ofthis Agreement through the Effective 
Tihe, neither Progress iior Duke s l d l  terminate, amend, m w  or waive any provision of a.tiy confidentiality or standstill agreement to which it or 
a n l r  qf its respective subsidiaries is a party except (i) as requifed by applicable law, (E) during the Progress Applicable Period in.the case of 
PI, 
effect on the date of this Agreement in any manner that might prevent a third party from requesting permission to submit a Progress Takeover 
Proposal in accordance with Section 4.03 or a Duke Takeover Proposal in accordance with Section 4.04, as applicable,or (iii) if the Board of 
Directors of the applicable party detemiines in good faith that failure to do so could reasonably be expected to result in a breach 

;ss or during the Duke Applicable.Period in the case of Duke, neither party shall enforce any standstill agreements or similar obligations in 
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of its fiduciary obligations under applicable law. Except as provided in the first sentence of this Section 5.1 5, Progress or Duke, as tlie case may be, 
shall enforce any confidentiality or standstill agreement to which it or any of its respective subsidiaries is a party, including by seeking injunctions 
to prevent any breaches of such agreements and to enforce specifically the terms and provisions thereof, to the fullest extent permitted under 
applicable law. 
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ARTICLE VI 

CONDITIONS PRECEDENT 

Section 6.01 Conditions to Each Party’s Obligation to Effect the Merger. The respective obligation of each party to effect the Merger is 

(a) Shareholder Approvals. Each of the Duke Shareholder Approval and the Progress Shareholder Approval shall have been obtained, 

su1-’ -ct to the satisfaction or waiver by Progress and Duke on or prior to the Closing Date of the following conditions: 
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(b) No Injunctions or Restraints. No (i) temporary restraining order or preliminary or permanent injunction or other order by any federal or 
state court of competent jurisdiction preventing consummation of the Merger or (3 applicable federal or state law prohibiting consummation of the 
Merger (collectively, “Restraints”) shall be .in effect 

- -  (c) Form S-4. .The Form 5-4 shall have, become effective under the Securities Act and shall not be the subject of any stop order or 
pi a s  seelung a stop order and no proceedings for that purpose shall have been initiated or overtly threatened by the SEC. 

.~ 

(d) . The shares of Duke C o h o n  Stock issuable to Progress’s shareholders as contemplated by this Agreement shall’have 
been approved for.listing on the NYSE, subject to .official notice, of issuance. 

(e) Charter Amendment. The Duke Charter Amendment shall have become effective. 

Section 6.02 Conditions to 0bligations.of Procress. The.obligation of Progress to effect the Merger is M e r  subject to satisfaction or waiver 
of the following  conditio^. 

(a) Representations and Warranties. The representations and warranties oEDuke set forth herein shall be true and correctboth when made 
fmd at p d  a$ of the Closlng Date, as if made at and as of such time (except to the extent expressly made as of an earfier date, in which cas’e as of 
such date), except ,where the failure of such representations qid warranties to be so true and correct (without giving effect to. any .limitation.as to 
“materiality” or “material adverse ,effect” set forth therein) does not have, and could not reasonably be expected to have, individually or in the 
aggregate,, a material adverse effect on Duke. 

(b) Performance of Obligations of Duke.. Duke shall have perfornied all material respects all obligatio* required to be performed by it 
under this Agreement at or prior to the Closing Date. 

(c) Tax Opinion. Progress shall lxwe received a written opinion from Hunton & Williaps LLP, counsel to Progress, dated y of the Closing 
Date, to,the effect that the Merger will cpalify as a reorganization under Section 368(a) of the Code. Such counsel shall be entitled to rely upon 
representation letters from each of Duke, Progress,. Merger. Sub and others, in each case, in form and substance reasonably satisfactory to such 
counsel. Each such representation letter shall be dated as of the date of such opinion The opinion condition referred to in this Section 6.02(c) shall 
not be waivable after receipt ofthe Progress Shareholder Approval, unless further approval of the shareholders of Progress is obtained with 
appropriate disclosure. 

(d) Statutory Approvals. The Progress Required SQtutory Approvals and the Duke Required Statutory Approvals shall have been obtained 
(includmg, in each case, the expiration or termination of the yaiting periods (and any extensions thereof) under the.HSR.Act applicable to the 
Tv’ ?r and the transactions contemplated by this Agreement) at orprior to the Effective Time, such approvals shall have become Final drders (as 
d~ .d below) and neither (i) such Final Orders nor (ii) any other order, action or regulatory condition of a regulatory body shall impose terms or 
conditions that, individually or in the aggregate, could reasonably be expected to have a Burdensome Effect on Progress or Duke. A “Fhal Order” 
means action by the relevant Governmental Authority 
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that has not been reversed, stayed, enjoined, set aside, annulled or suspended, with respect to which any waiting period prescribed by law before 
the transactions contemplated hereby may be consummated has expired (a ‘‘Final Order Waiting Period”), and as to which all conditions to the 
consummation of such transactions prescribed by law, regulation or order haye been satisfied. 

(e) ;No Material Adverse Effect. Except as disclosed in the Duke SEC Repork filed on or after January 1,201 0 and prior to the date hereof or 
in any specZic secbon of the Duke Disclosure Letter correspondmg to Section 3.02, since December 31,2009, there shall not have been any 
change, event, occurrence or development that, individually or in the aggregate, has had or could reasonably be expected to have a material adverse 
effect on Duke. 

(f) Closinr Certificates. Progress shall have received a certificate signed by an executive officer of Duke, dated the Effective Time, to the 
effect that, to such officer’s knowledge, the conditions set forth in Sections 6.02(a), 6.02@) and 6.02(e) have been satisfied. 

Section 6.03 Conditions to Obliyations of Duke. The obligation of Duke to effect the Merger is further subject to satisfaction or waiver of the 

(a) Reoresentations and Warranties. The representations and warranties of Progress set forth herein shall be true and correct both when made 

following conditions: 

and at and as of the Closing Date, as ifmade at and as of such time (except to the extent expressly made as of an earlier date, in which case as of 
surh date), except where the failure of such representations and warranties to be so true and correct (without giving effect to any limitation as to 
‘t 
aggregate, a material adverse effect onProgress. 

,iality” or “material adverse effect” set forth therein) does not have, and could not reasonably be expected to have, individually or in the 
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(b) Performance of Obligations of Progress. Progress shall have performed in all material respects all obligations required to be performed by 
it under this Agreement at or prior to the Closing Date. 

(c) Tax Opinion. Duke shall have received a written opinion from.Wachtell, Lipton, Rosen & Katz, counsel to Duke, dated as of the Closing 
Data. to the effect that the Merger will qual~fy as a reorg,anization &der Section 368(a) of the Code. Such counsel shall be entitled to rely upon 
r( mtation letters from each of Duke, Progress, Merger Sub and others, in each case, in form and substance reasonably satisfactory to such 
coGse1. Each such representation letter shall be dated as of.the date of such opinion The’ opinion condition referred to in this Section,6.03(c) shall 
not be waivable &r receipt of the Duke Shareholder Approval, unless M e r  approval of the shareholders of Duke is obtained with appropriate 
disclosue. 

(d) Stabtory Approvals. The Progress Required Statutory Approvals and the.Duke Required Statutory Approvals shall have been obtained 
(includmg, ,in each case,,the expiration or termination ofthe waiting periods (and any extensioa thereof) under the’HSR Act applicable to the 
Merger and +e transactions ‘conternpiated by this.Agreement) at, or prior to the Effective Time, such approvals s l d  have become F h l  Orders and 
neither (i) suchFinal Orders nor (ii) any other order, action or regulatory condition of a regulatoiybody shall impose terms or conditions that, 
individually.or’in the aggregate, could reasonably be expected to have. a Burdensome Effect on Duke or Progress. 

(e) No Material Adverse Effect. Except as disclosed in the Progress SEC Reports fded on or aker Jai7uary 1,2010 and prior to the date hereof 
or in b y  specific section.of the Pr6gress.Disclosure Letter corresponding to Section3.01, since December 31, 2009, there shall not have been any 
change, event, occurrence or development that, jndividiially or iq the aggregate, has had or could reasonably be expected to have a material adverse 
,effect on Progress. 

(9 Closing Certificates. Duke shall have received a certificate signed by an executive officer of Progress, dated the Effective Time, to the 
effect that, to such officer’s knowledge, the conditions set forth in Sections 6.03(a), 6.0307) and 6.03(e) have been satisfied. 
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Section 6.04 Frustration of Closinc Conditions. Neither Progress nor Duke may rely on the failure of any condition set forth in Section 6.01, 
6.02 or 6.03, as the case may be, to be satisfied if such failure was caused by such party’s failure to use reasonable best efforts to consummate the 
h/’ Yr and the other transactions contemplated by this Agreemenf to the extent required by and subject to Section 5.05. 

TERMINATION, AMENDMENT AMD \ V . R  

Section 7.01 Termination . This Agreement may be terminated at any time prior to the Effective Time, whether before or (other than pursuant 

(a) by mutual written consent of Progress and Duke; 

(b) by either Progress or Duke: 

to clauses (d), (0, (8) or (h) below) after the Progress Shareholder Approval or the Duke Shareholder Approval: 

(i) if the Merger shall not have been consmated  by the 12-month anniversary of the date of this Agreement (the “Jnitial Termination 
m); provided, however, that the right to terminate this Agreement pursuant to this Section 7.01(b)(i) shall not be available to any party whose 
failure to perform any of its obligations under this Agreement results in the failure of the Merger to be consummated by such time; and provided, 
further, that, (A) if on the Initial TerminationDate the conditions to the Closing set forth in Sections 6.01(b), 6.02(d) and/or 6.03(d) shall not have 
been Nfdled but all other conditions to the Closing shall have been Milled or shall be capable of being Nfilled, then either party may (011 one or 
more occasions) extend the Initial Termination Date up to the l8-month anniversary of the date of this Agreement and (B) if the Initial Termination 
Date (as it may be exTended pursuant to clause (A) of this Section 7.01 (b)(i)) shall occur during any Final Order Waitmg Period, the Initial 
Termination Date shall be extended until the third business day after the expiration of suchFinal Order Waiting Period; 

(;) if the Duke Shareholder Approval shall not have been obtained at a Duke Shareholders Meeting duly convened therefor or at any 
adjournment or postponement thereos 

(Lii) if the Progress Shareholder Approval shall not have been obtained at a Progress Shareholders Meeting duly convened therefor or at 
any adjournment or postponement thereof 

(iv) if any Restraint having any of the effects set forth in Section 6.01(b) shall be in effect and shall have become final and 
n c  

ek, d to prevent the entry of and to remove such Restraint, or 
aealable; provided that the party seeking to terminate this Agreement pursuant to this Section 7.0l(b)(iv) shall have used its reasonable best 

l 
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(v) if any condition to tlie obligation of such party to consummate the Merger set forth in Section 6.02 (in the case of Progress) or in 
Section 6.03 (in the case of Duke) becomes incapable of satisfaction prior to the Initial Termination Date (or, if the Initial Termination Date is 
extended in accordance with the second proviso to Section 7.01 (b)(i), such date as extended); provided. however, in the case of Section 6,02(d) and 
6.03(d), the Initial Termination Date shall refer to such date as it may be extended pursuant to the second proviso to Section7.01(b)(i); and 
p- '.-led further, that the failure of any such condition to be capable of satisfaction is not the result of a material breach of this Agreement by the 
p seelung to terminate this Agreement; 

(c) by Progress, if Duke shall have breached or failed to perform in any material respect any of its representations, warranties, covenants or 
other agreements contained in this Agreement, which breach or failure to perform (A) would give rise to the failure of a condition set forth in 
Section 6.02(a) or (b), and (B) is incapable of being cured by Duke or is not cured by Duke within 60 days following receipt of written notice from 
Progress of such breach or failure to perform; 
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(d) by Progress in accordance with Section 4.03(b); provided, that, in order for the termination of this Agreement pursuant to this paragraph 
(d) to be deemed effective, Progress shall have complied with Section 4.03and with applicable requirements, includmg the payment of the 
Progress Termination Fee, of Section 5.09; 

(e) by Duke, if Progress shall have breached or failed to perform. iri.any material respect any of its representations, warranties, coven@ts or 
other agreements contained ip this Agreement, which: breach or failwe to perforin (A) would give rise to the failure of a condition set forth in 
Section 6.03(a) or (b), and (B) is incapable of being cured by Progress or is not cured by Progress within60 days following receipt of written notice 
from Duke of such breach or failure to perform; 

(0 by Duke in accordance with Section 4.04(b); provided, that, in order for the termination of this Agreement pursuant to this paragraph ( f )  to 
be deemed effective, Duke shall have. complied with S,ectiori 4.04 and with applicable req&ements, includmg the payment of tlie Duke 
Termination Fee, of Section 5.09; 

(g) by Progress, if the Board of Directors of Duke (or any committee thereof) (i) shall have withdrawn or modified, or proposedpublicly to 
y' 'raw or modify, the approval or recommendation by suchBoard of Directors of the Duke Charter Amendment or the Duke Share Issuance, 
(1.. d l  fail to reaf f i i  such approval or recommendation within 15 business days of receipt of Progress's written request at any time when a 
Duke Takeover Proposal shall have been made andnot rejected by the Board of Directors of Duke; provided, that, such 15-business day period 
shall be extended for ten bp,iness days following 'any material modification tD such Duke Takeover Proposjil occmipg after the receipt of 
Progress's written request andprovided, M e r ,  that such 15-business day period shall recommence each time a Duke Takeover Proposal has 
been made following-the receipt of Progress's written request by a person that had not made a Duke Takeover Proposal prior to the receipt of 
Progress's written request, or (iii) shall have approved or recommended, or proposed to approve or recommend, a Duke Takeover Proposal; or 

(hj by Duke, if the Board of  Directors of prcgress (or q y  committee thereof) (i) shall have withdrawn or modified, or propsed publicly to 
withdraw or modify, &e approvd or recommendation by sucll Board of DhectoR of this Agreement or the Merger, (ii) s~,M.I.I fail to reaffirni such 
approval or recommendation within 15 business days of receipt of Duke's written request at any time when a Progress Takeover Proposal shall 
have been made and not rejected by the Board of Directors of Progress; provided, that, such 15-business day period shall be extended for ten 
business days following anymaterial modification to such Progress Takeover Proposal occurring after the receipt of Duke's written request and 
provided. further, that such 15-business day penod shall recommence each time a Progress Takeover Proposal has been made, following the receipt 
of Duke's written req&st by a person that had notmade a Progress Takeover Proposal prior to the receipt of Duke's writtenrequest, or (iii) shall 
have approved or recommended, or proposed to approve or recommend, a Progress Takeover Proposal. 

Section 7.02 Effect of Termination. (a) In the event of termination of this Agreement by either Duke or Progress as provided in Section 7.01, 
this Agreement shall forthwith become null and void and have no effect, without any liability or obligation on the part of Progress or Duke, other 
than the provisions of Section 5.09, this Section7.02 and Article VIII, which provisions shall survive such termination, and'except to the extent that 
such terxniuation results from the w~lful  arid material breach by a party of any of its representations, warranties, covenants or .agreements set forth 
in this Agreement, in'which case suchtermin@ion shall.not'relieve any party of any liabgity pr damages resulting from its willful and material 
breach of this Agreement (includmg any such case in which a Progress Termination Fee or a Duke Termination Fee, as the case may be, is, or any 
expenses of Progress or Duke in connection with the transactions contemplated by this Agreement are, payable pursuant to Section 5.09, to 
Progress or Duke, as the case may be (the "Injured Party"), to the extent.any such liability or damage suffered by the Injured Party exceeds the 
amount of the Progress' Termination Fee, in the'circumstance in which Duke is the Injured Party, or the Duke Termination Fee, in the circumstance 
in which Progress is the'lnjured Party and any expenses payable pursuant.to Section 5.09 to the Injured Party, it being the intent that any Progress 
T. ;nation Fee, Duke Temiination Fee and any expenses paid to the Injured Party shall serve as a credit against and off-set bny liability or 
d :e suffered by the Injured Party to the extent of such payment). 
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,b) In the event Duke terminates this Agreement pursuant to Section7.01(h)(i) as a result of the Board of Directors of Progress having 
withdrawn or modified, or proposed to publicly withdraw or modify, the approval or recommendation by such Board of Directors of this 
Agreement or the Merger that was made primarily due to advetse:conditions, events .or actions of or relating, to Duke, in anyjudici;a2 court or 
tribunal proceeding in which the payment of the Progress Termi.nation:Fee. is at issue +der the proviso in Section 5.09(b)(iv); whether brought or 
initiated by Duke or Progress, Progress shall have.the burden of proving that the Board of Directors of Progress,withdrew or modified, or proposed 
publicly to withdraw or modify, the approval or recommendation by suchBoard of Directors of this Agreement or the Merger primarily due to 
adv.er$'e conditions; events or actions'of or relating to Duke. 

(a) In the event Progress terminates Agreement pursuant to. Section 7.01 (g)(i) a,'result of the Board ofDirectors of Duke having 
withdrawn or modified, or proposed to publicly withdraw or modify, the approval or recowendation by such Board of Directors of the Duke 
Share Issuance and the Duke Charter Amendment that was made primarily due to adverse conditions, events or actions of or relating to Progress, 
in any judicial, court or tribunal proceedmg in,which the payment of the Duke Termination Fee is at issue under the proviso in Section 5.09(c)(iv), . .  

whether brought or initiated'by Progress or Duke, Duke shall have the burden of proving that the Board of Directors of Duke withdrew or 
moaifed, or proposed publicly to withdraw or modify, the approval or recommendation by suchBoard of Directors of the Duke Share Issuance and 
the Duke Charter Amendment primarily due to adverse conditions, events or actions of or relating to Progress. 

Section 7.03 Amendment. This Agreement may be amended by the parties at.any time before or after the Duke Shareholder Approval or the 
Progress Shareholder Approval, provided. however, that after any such approval, there shall not be made any amendment that by law requires 
further approval by the shareholders of Duke or Progress without the further approval of such shareholders. This Agreement may not be amended. 
except by an.mStrument i i ~  Writing signed on behalf of each of the parties.. 

Section 7.04 Extension: W&iver. At 'q time prior to the Effective Time, a party may (a) extend the time for the performance of any of the 
obligations or other acts of the other parties, (b) waive any inaccuracies in the representations and warranties of the other parties conta~ed in'this 
Agreement or in any document delivered pursuant to tlk Agreement or (e) subject to the proviso of Section 7.03, waive compliance by the other 
parties with any of the agreements or conditions contained in this.Agreement. Any-agreement on the part of a party to any such extension or waiver 
shall be valid only Xset forth in an instrument in writing signed on behalf of such party. The failure of any party to this Agreement to assert any of 
its rights under this Agreement or otherwise shall not constitute a waiver of such rights. 
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ARTICLE VIII 

GENERAL PROVISIONS 

Section 8.01 jVonsurviva1 of Representations and Warranties. None of the representations and warranties in this Agreement or in any 
instrument delivered pursuant to this Agreement shall survive the Effective Time. This Section 8.01 shall not limit any covenant or agreement of 
the parties that by its terms contemplates performance after the Effective Time and such provisions shall survive the Effective Time. 

Section 8.02 Notices. All notices, requests, claims, demands and other communications under this Agreement s ld l  be in writing and shall be 
deemed given (as of the time of delivery or, in the case of a telecopied communication, of confirmation) if delivered personally, telecopied (which 
is confiimed) or sent by overnight courier (providing proof of delivery) to the parties at the following addresses (or at such other address for a party 
as shall be specified by like notice): 

ifto Duke, to: 

Duke Energy Corporation 
526 South Church Street 
Charlotte, North Carolina 28202 
Telecopy No.: (704) 382-7705 
Attention: Marc E. Manly 

with a copy to: 

Wachtell, Lipton, Rosen & Katz 
51 West 52nd Street 
New York, New York 1001 9 
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Telecopy No.: (21 2) 403-2000 
Attention: Steven A. Rosenblum 

ifto Progress, to: 

Progress Energy, Inc. 
41 0 S. Wilmington Street 
Raleigh, North Carolina 27602 
Telecopy No.: (91 9) 546-5245 
Attention: John R. McArthur 

with a copy to: 

Hunton & Williams LLP 
200 Park Avenue 
New York, New York 101 66 
Telecopy No.: 
Attention: James A. Jones, III 

(21 2) 309-1 100 

and 

Hunton & Williams LLP 
‘One Bank of America Plaza, S.uite 1400 
421 Fayetteville Street 
Raleigh, North Carolina 27601 
Telecopy No.: (91 9) 833-6352 
Attention: Timothy S. Goettel 
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Section8.03 Def&tions. For purposes of this Agreement 

:a) an “affiliate” of any person means another person that directly or indirectly, through one.or more intermediaries, controls, ,is controlled by, ’ 

or IS under common control with, such first person, where “‘control” means the possession, directly or indirectly, of the power bdirect or cause the 
direction ofthe management policies of a person, whether through the ownership of voting securities, by contract, as trustee or executor, or 
otherwise; 

(b) “caDital stock” or “shares of capital stock” means (i) wi.th respectto a Co+oration, asdebmined underthe laws of the jurisdiction of 
organizatipn of such entity, capital stock or such shares of capital stock; (ii) with respect to a partnership, limited liability company, or similar 
entity, as determinedunder. the laws of the jurisdiction of organization of such entity, units, kterests, or other partnership or limited liability 
company interests; or (iii) any other equity ownership or participation; 

(c) “Contract”maans any legally binding written or ord agreement, contract, subcontract, lease, insfrument, note, license or sublicense; 

(d) “paterial adv e s e  effect” means, when used iti connection with Progress or Duke, as the case may: be, any change, effect, event, 
occurrence or state of facts (i) that is materially adverse to the business, assets, properties, fmcial.condition or results of operations of such 
person and its subsidiaries taken as a whole but excluding any ofthe foregoing resulting from (A) changes in iritemational or national polifical or 
regulatory conditions generally (iri each case, to the extent not. disproportionately affecting the applicable person and its. subsidiaries, taken.as a 
whole, as compared to similarly situatedpersons), @) changes’ or conditions generally affecting the U.S. economy or financial markets or 
generally affecting any of g!e segments of the indushy in which the applicable person or gny of its subsidiaries operates (in each,cqe, to the extent 
not disproportionately affecting the applicable person and its Subsidiiiries, taken as a whole, as comp&ed to similarly situated pers’ons), (C) the 
announcement or consummation of, or compliance with, this Agreement or (D) any taking of any.action by such prty at the writtenrequest of the 
other party, or (ii) that prevents or materially delays such person &om performing its material obligations under this Agreement’or consummation 
of the transactions contemplated hereby, 

(e) ‘person’’ means an individual, corporation, partnership, limited liability company, joint venture, qsscciation, trust, ecorporated 
organization or other enfty; 

( f )  “subsidiq” means, with respect to any person, any other person, whether incorporated or unincorporated, of which more than 50% of 

i by such first person; and 

(8)  owled edge" m e w  (i) with respect to Progress, the actual knowledge of the persons listed in Section 8.03(g) of the Progress Disclosure 

e;+’- -r the equity interests in, or tlie v o h g  control of, such other person.is, directly or indirectly through subsidiaries or otherwise, beneficially 
c 
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Letter, and (ii) with respect to Duke, the actual knowledge of the persons hsted i Section 8.03(g) of the Duke Disclosure Letter 

Section 8.04 Jntemretation and Other Matters. (a) When a reference is made in this Agreement to an Article, Section or Exhibit, such 
reference shall be to an Article or Section of, or an Exhibit to, this Agreement unless otherwise indicated The table of contents and headmgs 
cor&ned in this Agreement are for reference purposes only and shall not affect in any way the meaning or interpretation of this Agreement. 
V :ver the words “include,” “includes” or “includmg” are used in this Agreemenf they shall be deemed to be followed by the words “without 
lim~dion.” The words “hereof,” “herein” and “hereunder” and words of similar import when used in this Agreement shall refer to this Agreement 
as a whole and not to any particular provision of this Agreement All terms defined in this Agreement shall have the definedmeanings when used 
in any certificate or other document made or delivered pursuant hereto unless otherwise defied therein. The def~t ions contained in this 
Agreement are applicable to the singular as well as the plural forms of such terms and to the masculine as 
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well as to the feminine and neuter genders of such terms. Any agreement, instrument or s.tatute defined or referred to herein or in any agreement or 
instrument that is referred to herein means such agreemenf instrument or statute as from time to time amended, modified or supplemented, 
includmg (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor 
statutes and references to all attachments thereto and instruments incorporated thereh References to a person are also to its permitted successors 
~d assigns. 

(b) Each of Duke and Progress has or may have set forth information in its respective disclosure letter in a section thereof that corresponds to 
the section of this Agreement to which it relates. A matter set forth h one section of a disclosure letter need not be set forth in any other section of 
the disclosure letter so long as its relevance to the latter section of the disclosure letter or section of this Agreement is readily apparent on the face 
of the information disclosed in the disclosure letter to the person to which such disclosure is being made. The fact that any item of information is 
disclosed in a disclosure letter to this Agreement shall not be conswed to mean that such information is required to be disclbed by this 
Agreement Such inforination aild die dollar thresholds set fo& herein shall not be used as a’basis for interpreting the terms “material,” “material 
adverse effect” or other similar terms in this Agreement 

(c) Duke agrees to cause Merger Sub to comply with its obligations under this Agreement. 

Section 8.05 Countemarts. This Agreement may be executed in one or more counterparts, all of xirhich shall be considered one and’the same 
agreement +d shall become effective when one or’more Counterparts have been signed by each party and delivered to the other parties. 

Section 8.06 %tire Agreement: No Third-Par& Beneficiaries. This Agreement (including the documents and instruments referred to herein) 
and the Confidentiality Agreement (i) constitute the entire agreeme& and supersede all.prior agreements andunderstandmgs, both written and oral, 
among the parties with.respect to theysubject ma‘der of this Agreement and (ii) except for the provisions of Section 5:08 (which shall be enforceable 
by thelndemnified Parties) and except for the rights of Progress’s shareholders to receive the Merger Consideration after ttieEffective’Time in the 
ev’ent the Merger is copymmated, are not intended to confer upon any peFen other.t&m.tlie parties N y  rights ‘or remedies. The representations and 
warranties in this Agreement g e  the product of negotiatioix &ong,the p d e s  w d  are for the sole benefit ofthe parties. Any kccyracies in.such 
representations and warranties are subject to waiver by.the parties in accordance with the terms of this Agreement without notice or liability to any 
other person. The representations and warranties in this Agreement may represent an allocation among the parties of risks associated with 
particular matters regardless ofthe knowledge of any ofthe parties andmay have been qualified by certain disclosures not reflected in the text of 
this Agreement. Accordmgly, persons o&er than the parties may not rely upon the representations andwarranties in this Agreement as 
characteIizations of actual facts or circurkstances as of the date ofthis Agreement or as of any other date. 

Section 8.07 Governing Law. This Agreement shall be governed by, and consirued in accordance with, the laws of the State of Delawaie, 
regardless of the laws that might otherwise govern under applicable principles of conflict of laws, except that matters related to the fiduciary 
obligations of the Progress Board of Directors shall be governed by the laws of the State of North Carolina. 

Section 8.08 Assiment .  Neither this Agreement nor any of the rights, interests or obligations under this Agreement shall be assigned, in 
whole or in part, by operation of law or otherwise by any of the parties hereto without the prior-written consent of the other party. Any attempted or 
purported assignment in violation of the precedmg sentence shall be null and void and of no effect whatsoever. Subject to the preceding two 
sentences, this Agreement shall be bmding upon, inure to the benefit of, and be enforceable by, the parties and their respective successors and 
assigns. 
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Section 8.09 ;Enforcement. 

(a) The parties agree that irreparable damage would occul: and that the parties would not have any adeguate remedy at law in the event that 
any of the provis'ions ofthis Agreement were not perforrned,in accordancewith the; specific terms orwere otherwise breached. It is accordingly 
af ' that the parties shall be:entitledto an.injunction or.injunctions to prevent breaches of this Agreement and to enforce specifically the terms 
anc;;A1-oisionij of.this Agreement, without the necessity of posting bonds or simhar undertakings in connection therewith, this being in addition to 
any other remedy to which they are entitled at law or h equity. 

(b) Each of the parties (i) iirevocably submits.itself to'the persod  j+sdiction of each state, or federal court sitting in the State of Delaware, 
as well as to the jurisdiction of all courts to which.an appeal may be taken from such courts, in any suit, action or proceeding arising out of or 
relating to this Agreement or any of the transactions contemplated herein,.(ii) agrees that every such suit, action or proceedmg shall be brought, 
heard and d e t e h e d  exclusively in the Court of Chancery of the State of Delaware (provided that, in'the event subject matter jurisdiction is 
unavailable in or declined by the Court.of:Chancery, then all such claims shall be brought, heard anddetermkied exclusively inany otherstate or 
federal court.sitting in the State of Delaware), (iii) agrees thatit shall not attempt to deny or defeat such personal jurisdiction by motion or other 
request for leave from such: court, (iv) agrees not to bring' any .suit, action or proceeding arising out of or relating to this Agreement or any of the 
transactions contemplated herein in any other court, and (v) waives any defe,nse of inconvenient forum to the maintenance of any suit, action or 
proceeding so brought. 

(c) Each of the parties agreesthat service of any process, summons, notice or document by U.S. registered mail to its address set forth in 
Section 8.02 shall be effective service of process for my action, suit or proceedmg brought ag*t it, provided, however, that nothing contained in 
the foregoing clause shall affect'the right of any party to serve legal process:in any other manner permitted by applicable Law. 

Section 8.10 SeverabiliQ. If any term or other provision of this Agreement is hvalid, illegal or incapable of being enforced by any rule of law 
or public policy, all other conditions and provisions of this Agreement shall nevertheless remain in full force and effect. Upon such det&mination 
that any term or other provision is invalid, illegal or hcapable of being enforced, the parties hereto shall negotiate in good faith to modify this 
Agreement so as to effect the original intent of'the parties as closely as possible to the fullest extent permitted by applicable law in an acceptable 
manner to the end that the transactions contemplated hereby are fulfdled to &e extent possible. 

Section 8.1 1 Waiver of Jury Trial. Each party to this Agreement knowingly and voluntarily waives, to the Mlest extent permitted by 
applicable law, any right it may have to a trial by jury ih respect of any action, suit or proceedhg arising out of or relating to this Agreement 
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IN WITNESS WHEESOF, Duke, Merger Sub and Progress have caused this Agreement to be signed by their respective officers thereunto 
duly authorized, all as of the date fmt written above. 

DUKE ENERGY CORPORATION 

By Is /  James E. Rogers 
Name: James E. Rogers 
Title: chairman, President and Chief Executive 

Officer 

DIAMOND ACQUISITION CORPORATION 

By Is1 David S. Maltz 
Name: David S. Maltz 
Title: Vice President 

PROGRESS ENERGY, INC. 

By Is1 William D. Johnson 
NBme: William D. Johnson 
Title: Chairman, President and Chief Executive 

Officer 

- SIGNATURE PAGE TO THE MERGER AGREEM€?NT- 
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Annex B 

January 8; 201 1 

The Board of Directors 
Duke Energy Corporation 
526 South Church Street 
Charlotte, North Carolina 28202 

The Board of Directors: 

You have requested our opinion as to the fairness, from a financial point of view, to Duke Energy Corporation (“Duke Energy”) of the Exchange 
Ratio (as defined below) in the proposed merger (the “Transaction”) of Diamond Acquisition Corporation, a .?irholly-owned subsidiary of Duke 
Energy (“Merger Sub”), with and into Progress Energy, Inc. (“Progress Energy”). Pursuant to an Agreement and P l k  ofMerger, dated as of 
January 8,201 1 (the “Agreement”), among Duke Energy, Merger Sub and Progress Energy, Progress Energy will become a wholly-owned 
subsidiary of.Duke Energy and each outstanding share of the common stock, no par value per share, of Progress Energy ‘(“Progress Energy 
Common Stock”), other than shares of Progress Energy Common Stock owned by Progress Energy (other in.a fiduciary capacity), Duke 
Energy or Merger Sub which shares will be canceled, will be converted, into the.right to,receite 2.6125 shares (the “Exchange Ratio”) of the 
common stock, par value $0.001 per. share, of Duke Energy (.“Duke Energy Common Stock”), subject to adjustment as contemplated by the 
Agreement for a reverse stock split of Duke Energy Common Stock (as to which we express no opinion); 

In connection with preparing our opinioq we have (i) reviewed the Agreement; (ii) reviewed certain publicly available business and f m c i a l  
information concerning Progress Energy +dDuke ,Energy and tlie bdustries 
the Transaction with die publicly available financial terms of certain ~ansactiom’~v01ving companies we deemed relevant, and the considekition 
i or such companies; (iv) cornpared the financial and’ operating performance of Progress Energy andDuke Energy with publicly available 
intormation concerning cedain other companies we deemed relevant and reviewed the current and historical market prices of Progress Energy 
Common Stock andDuke Energy Common Stock and certain publicly traded securities of such other companies;.(y).revlewed certain internal 
fimcial’analyses and forecasts relating to the buhess of Progress Energy, hcluding c e d  synthetic fueis tax credits, prepared by. the 
management ofProgress Energy (as adjusted arid exteiided by the rnagement of Duke Energy) and certain i n t e d  fmancial maiyses and 
forecasts relating to tlie busbess of Duke Energy prepared by tlie mariagenient of Duke Energy, as well firiancial mialyses imd forecasts 
prepared by or at the direction of Duke Energy and Progress Energy (as adjusted by the management of Duke. Energy) regarding the estimated 
amount and timing of the-cost savings and related,expenses and financial efficiencies expected to result from the TGact ion (collectively, the 
“Efficiencies”); add (vi) performed such other financial studies and analyses and considered such other information as we deemed appropriate for 
the purposes ofthis opinion. 

In addition, we have held ,&scussionS ~ 4 t h  certain membey; of the managements of Progress Energy andDuke Energy with respect to, certain 
aspects of the Trqaction, and the past and current business operations’ of Progress Energy lind Duke Energy, the f m i c i d  condition and future 
prospects and operations of Progress Energy and Duke Energy, the effects of the Transaction on the.financial condition and future prospects of 
Progress Energy and Duke Energy, and certain other matters we believed necessary or appropriate to om inquiry. 

In giving our opinion, we.have relied upon and assumed the accuracy and completeness of all information that was publicly available or was 
furnished to or discussed with us by Progress Energy or Duke Energy or othe+ise reviewadby or for us, tind we have not independently verified 
(nor have we assumedresponsibility or liability.for hidependently verifying) any such inforination or its accyacy or completeness. We, have not 
conducted or been provided with any valuation or appraisal of arry,assets or liab 
solvency of Progress Energy or Duke Energy under any state or federal. laws relating to banknrptcy, 

which they operate; (i$ compared the proposed finahcial terms of 

. 

es (contingent or otherwise), nor have we evaluatedthe 

imolvency or similar matters. In relying on financial analyses and forecasts provided to us or derived therefrom, including the Efficiencies, we 
I 3ssumed that they have been reasonably prepared based on assumptions reflecting the best currently available estimates and judgments by 
malagement as to the expected future results of operations and financial condition of Progress Energy andDuke Energy to which such analyses or 
forecasts relate and other matters covered thereby. We express no view as to such analyses or forecasts (includmg the Efficiencies) or the 
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assumptions onwhich they were based, including assqptions as to the tmung and likely outcome of pen- and futme rate cases and other 
regulatory proceedings. We also have assumed that the Transaction will qual;fy as a tax-free reorganization for United States federal income tax 
purposes and will be consummated as described in the Agreement. We further have assumed that the representations and warranties made by 
Progress Energy, Duke Energy and Merger Sub in the Agreement and any related agreements are and will be true and correct in all respects 
y-' i a l  to o&analysis and opinion. We are not legaL regulatory or tax expertsand'have relied on the assessments made by advisors to Duke 
E -,y with respect to.sucli issues: Ib addition, we have qs~edtha t . , a l lmate~al  govenimental, regulatory or other consen? and approvals 
necessary for the consummation of the Transaction will be obtained without any adverse effect onprogress Energy, Duke Energy or.the 
contemplated benefits ..of the Trans action. 

Our opinion is necessarily based on economic, market and other conditions as in effect on, and the information. made available to us as of,. the date 
hereof. It should be'understood that subsequent developments may affect this opinion and that we do not have any obligation to updake,.revise, or 
reaffirm this opinion. Our opiniimis limited to the fairness, froin a fmancial point.of view;.to Duke Energy ofthe Exchange Ratio in the proposed 
Transaction and we express no opi&on as to the f e e s s  of the Transaction to the holders of any class of securities, creditors or ogler consti3encies 
of Duke:Energy or as to the underlying' decision by Duke Energy to engage in'the Transaction. Furthemore, we express no opinion with respect to 
the amount or nature of any compensation to my officers, directors, or employees of any: party b. the Transaction, or my cliqs of such perso&, 
relative.to the Exchange Ratio in the Transaction or with respect to the fairness-of any such compensatiori. We are expressing no opinion herein as 
to the prices at whicliProgress Energy Common Stock or Duke Energy Common Stock will trade at any future time. 

We have acted as f i c i a l  advisor to,Duke Energy with respect to the proposed Transaction and will receive a fee from Duke Energy for our 
services, a portion of which is payable u@on delivery of this opinion and,substantial portions of ivhich will become payable only if the proposed 
Transaction is approved by Duke Energy's stockholders and if the proposed Transaction is consummated. In addition, Duke Energy has agreed to 
indemmfy us for certain liab es arising out of our engagement During the.two years preceding -the date of this letter, we and our affiliates have 
had comercial.or hvestment banking relationships with Duke Energy, Progress Energy andor'their respective affiliates for whichwe and such 
affiliates have received customary compensation. Such services d d g  'such period'have hcluded acting as (i) joint b o o k - m e r  of cerhin offerings 
of debt seclirities by Duke Energy in August and January'2009, (ii) manager of an offering of bonds by an affiliate of Duke Energy in June 201 0 
and (iii) joint book-runner of an offerirg o stock by Progress Energy in January 2009. In addition, our commercial banking affiliate is a 
lender under certain outstan@ credit fac uke Energy and Progress Energy and also provides.treasuIy, cash management and related 
services to each of Duke Energy and Progress Energy, for which it receives customary compensation or other financial benefits. In addition, one of 
our employees is a member of the Board of Directors of Progress Energy. In the ordinary course of our businesses, we and our affidiates may 
actively trade the debt and equity securities of Duke Energy,'Progress Energy and tlieir respective affiliates for our own account or for the accounts 
of customers and, accordingly, we may at anylime hold. long or short positions in such securities. 

( 

a inmcial point of view, to Duke Energy. 

Tile issuance of this opinion has been approved by a fairness opinioa committee of J.P. Morgan Securities LLC. This letter is provided to the Board 
of Directors of Duke Energy (;1 its capacity as such) in connection w'ith and for the purposes of its evaluation of the Transaction and may.not be 
used for. any other purpose without our prior 

B basis of and subject to the foregoing, it is our opinion as of the date hereof that the Exchange Ratio in the proposed Transaction is fairj from 
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written consent, except that a copy of this opinion may be included in its entirety in any f i b  Duke Energy is required to make with the Securities 
and Exchange Commission in connection with the Transaction if such inclusion is required by applicable law. This opinion does not constitute a 
recommendation to any stockholder of Duke Energy as to how such stockholder should vote with respect to the Tmact ion  or any other matter. 

/s! J.P. Morgan Securities LLC 

J.P. MORGAN SECURlTIES LLC 
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X ’1 Lynch, Pierce, Fenner &. Smith Incorporated 

January 8,201 1 

The Board of Directors 
Duke’ Energy Corporation 
526: South Church Street 
Charlotte, NC 28202 

Members of the Board of Directors: 

We understand that Duke Energy Corporation (“Duke Energy’:) has entered into an Agreement ~d Plan of Merger, dated as of January 8, 
201 1 (the “Agreement”), by and among Duke Energy, Diamond Acquisition Corporation, a wholly owned subsidiary of Duke Energy (‘Tvlerger 
Sub”), andProgress Energy, Inc. (“Progress Energy”), pursuant to which, among other.things, Merger Sub will merge with and into Progress 
Energy (the “Transaction”)and each outstanding share of the common stock, no par value per share, of Progress Energy (“Progress Energy 
Common Stock”) will be converted into the right to receive 2.6125 (the “Exchange Ratio”) sh&res. of the common stock, par value $0.001 per 
share, of Duke Energy (“Duke Energy Common Stock”), subject to appropriate adjus’tment for a reverse stock split of the Duke Energy Common 
Stock as contemplated by’the Agreement. The terms and conditions of the Transaction are more fully set forth in the Agreement. 

You llave requested our opinion as to the fairness, from a financial point of view, to Duke.Energy of the,Exchange Ratio provided for in the 
Transaction. 

In connection with this opinion, we have, among other k s :  

(1) reviewed certain publicly available business andfinancial information relating to Progress Energy andDuke Energy; 

(2) reviewed certain internal financial and operating information with respect to tlie business, operations and prospects of Progress 
Energy furnished to or discussed with us’by the management of Progress Energy, including certain financial forecasts relating to Progress 
Energy prepared by tlie management of Progress Energy (such forecasts, the “Progress Energy Eorecasts”); 

“Adjusted Progress E1iergy.Forecast.s”) and discussed with tlie’management of Duke Energy its assessments as to the relative likelihood of 
achieiring the future financial results reflected in the Progress Energy Forecasts and the AdjustedProgress Energy Forecasts; 

(4) reviewed certain internal Gnancial and operating information with respect to the business, operations and prospects of Duke Energy 
fumished to or discussed with us by the management of Dike Energy, including certak fuiancia1,forecasts relating fo Duke Energy prepared 
by the management of Duke Energy (such forecasts, the “Duke Energy Forecasts”); 

result from the Transaction .and to be retainedby Duke Energy (collectively, the.“Retained Efficiencies”); 

maimgements of Progress Energy,and Duke Energy, and discussed the past and current business, operadons, f m c i a l  condition and prospects 
of Duke Energy with members of senior management of Duke Energy; 

(3)  reviewed an alternative version of the Progress Energy Forecasts as adjusted and extended by the management of Duke Energy (the 

(5) reviewed certain estimates as to the. amount and timing of certain efficiencies anticipated by the management of Duke Energy to 

(6) discussed the past.and current business, operations, fmancial condition and prospects of Progress Energy witli members of senior 
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(7) reviewed the potential pro forma financial impact of the Transaction on the future financial performance of Duke Energy, includmg 

(8) reviewed the t r a m  histories for Progress Energy Common Stock andDuke Energy Common Stock and a comparison of such 

(9) compared certain financial and stock market information of Progress Energy and Duke Energy with similar information of other 

(1 0) compared certain financial terms of the Transaction to fmancial terms, to the extent publicly available, of other transactions we 

(1 1) reviewed the relative financial contributions of Progress Energy and Duke Energy to the future financial performance of the 

the potential effect on Duke Energy’s estimated earnings per share; 

tra-w histories with each other and with the tradmg histories of other companies we deemed relevan$ 

companies we deemed relevanf 

1 deemed relevant; 
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combined company on a pro forma basis; 

(12) reviewed the Agreement; and 

(1 3) performed such other analyses and studies and considered such other information and factors as we deemed appropriate. 

'n arriving at our opinion, we have assumed and relied upon, without independent verification, the accuracy and completeness of the financial 
i K  ;her information and data p&licly available or provided to. or otherwke reviewed, by or &cussed with us and have relied upon the'asswances 
of the managementi of Duke Energy and Progress Energy that they ire not aware of any facts or circumstances that would make .such infomation 
or dah inaccurate or misleading in any material respect With respect to the Progress Energy. Forecasts, we have been advised by Progress Energy, 
and.have assumed, with the consent of Duke Energy, that they have been reasonably prepared'on bases reflecting the best cweiitly available 
estimates and good faith judgments of the management of Progress Energy as to the hture 'financial performance' of Progress Energy.' With respect 
to the Adjusted Progress Energy Forecasts, the Duke Energy Forecasts and theRetahed Efficiencies, we have assumed, at the direction ofDuke 
Energy, that they have been reasonably prepared on bases reflecting the best currently available estimates and good faith judgments ofthe 
management of Duke Energy as,,tb'.the hture fii.lancial perfowance..of Progress Energy and Duke Energy and the other matters covered thereby 
and, based on die assessments of the management of Duke Energy. as.to the relative likelihood of achieving the hture f i c i a l  results reflected,in 
the Progress Energy Forecasts and the AdjustedProgress Energy Forecasts, we have relied, at the direction of Duke Energy, on the Adjusted 
Progress Energy Forecasts. We have not made or been providedwith any.independent evaluation or appraisal of the assets or liabilities (contingent 
or otherwise).of Progress Energy or Duke Energy, nor have~we made. any physical inspection of the properties or assets of Progress Energy or Duke 
Energy. We have not evaluated the solvency or fa? value of Progress Energy or Duke Energy linder any state, federal or other,laws relating to 
bankruptcy, insolvency or similar matters. We have assumed, at the direction of Duke Energy, that the Transaction will be consummated in 
accordance with its terms, without. waiver, modification or .amendment of any material term, condition or agreement and that, in the come of 
obtainmg the necessary gov,emmental, regulatory and other approvals, consents,.releases and waivers for the Transaction, no delay, limitation, 
restriction or condition, iricluding any divestiture requirements or amendments or modifications, will be imposed that would have an adverse effect 
on Progress Energy, Duke Energy or the contemplated benefits of the Transaction. 'We also have assumed, at the direction of Duke Energy, that the 
Transaction will qualify for federal income tax purposes as a reorganbtion under the provisions of Section 368(a) of the Internal Revenue Code of 
1986, as amended 

We express no view or opinion as to any terms or other aspects of the Transaction (other than the Exchange Ratio to the extent expressly 
specified herein), including, without limitation, the form or structure.of the Transaction We were not requested to, and we did not, participate in 
the negotiation of the terms of'the Transaction, nor were we requested to, and we did not, provide any advice or services in connection with the 
Transaction other than the delivery ofthis opinion. We express no view or opinion as to any such matters. Our opinion is limited to the fairness, 
~?PT a'fiancial point of view, to Duke Energy of the Exchange Ratio provided 
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for in the Transaction and no opinion or view is expressed with respect to any consideration received in connection with the Transaction by the 
Iioldep of any class of securities, creditors or other constituencies of any party: In addition, no.op&on or view is expresseil with respect to the 
fairness (financial or othe,rwise) of the amourit, nature or any other aspect of any compensation to any of the officers, directors or employees of any 
party to the Transaction, or class of such persons, relative to the Exchange Ratio. Furthermore, no opinion or.view is expressed as to the relative 
merits of the Transaction in comparison to oilier strategies or transactio& that might be available to Duke'Energy or in which Duke Energy might 
engage or as to the underlying business decision of Duke Energy to proceed with or effect the Transaction. We are not expressing a~y opinion as to 
what the value of Duke Energy Common Stock actually will be when issued or the prices at whichDuke Energy Comrbon Stock or Progress 
Energy Common Stock will trade at any time, includhg fiollowing annoimcement or copuinmation of the Traitsaction. In addition, we express no 
opinion or recommendation as to how any stockholder should vote or act in connection with the Transaction or any related matter. 

We have acted as financial advisor to the Board of Directors of Duke Energy solely to render this opinion and will receive a fee for ow 
services upon the rendering of this opinion In addition, Duke Energy has agreed to reimburse our expenses and indemnify us against certain 
liabilities arising out of our engagement 

We and our affiliates comprise a 111 service securities.fm and commercial bank engaged in,securities, commodities and derivatives trading, 
foreign exchange and other brokerage activities, and principal investing as well as providmg investment, corporate and private banking, asset and 
investment managemenf f i c i n g  and financial advisory services and other.commercial services, and products to a wide range of companies, 
governments and individuals. In the ordinary course ofow businesses, we and our affiliates may invest on a principal basis or on behalf of 
customers or manage funds that hvest, make or hold long or short positions, f m c e  positions or trade or otherwise effect transactions in equity, 
debt or other securities or financial instruments (including derivatives, bank loans or other obligations) of Duke Energy, Progress Energy and 
r 'n of their respective affiliates. 

We and our affiliates in the past have provided, cwently are providing, and in the hture may provide, investment banking, commercial 
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bankcng and other fmancial services to Duke Energy andor certain of its affdiates and have received or in the future may receive compensation for 
the rendering of these services, including (i) having acted as j o i n t - b o o h e r  in connection with a $750 million public offerirg of 5.30% First and 
R e h d a g  Mortgage Bonds for a wholly-owned subsidiary of Duke Energy in November 2009, (ii) having acted as co-syndication agent and 
lender in connection with Duke Energy’s $3.1 billion revolving credit facility in June 2007, (Gi) having acted or acting as lead arranger and lender 
Fr, -rmection with a $330 million letter of credit for a wholly-owned subsidiary of Duke Energy in September 2008 and (iv) having provided or 

-1.lg certain cash and treasury management services to Duke Energy andor certain of its affiliates. 

In addition, we and our affiliates in tlie past have provided, currently are providing, and in the future may provide, investment banking, 
commercial banking and other f m c i a l  services to Progress Energy andor certain of its affiliates and have received or in the future may receive 
compensation for the rendering of these services, including (i) having acted as joint-bookrunner in connection with a $250 million public offering 
of 4.55% First Mortgage Bonds and $350 million public offering of 5.65% First Mortgage Bonds, each for a wholly-owned subsidiary of Progress 
Energy in March 201 0, (ii) having acted as j o i n t - b o o h e r  in connection with Progress Energy’s $300 million public offering of 6.05% Senior 
Notes and $450 million public offering of 7.05% Senior Notes, each in March 2009, ( 5 )  having acted or acting as co-lead arranger and lender in 
connection with a $750 million revolving credit facility for a wholly-owned subsidiary of Progress Energy in October 2010 and (vi) having 
provided or providing certain cash and treasury management services to Progress Energy andor certain of its affiliates. 

It is understood that this letter is for the benefit and use of the Board of Directors of Duke Energy in connection with and for purposes of its 
evaluation of the Transaction. 
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Our opinion is necessarily based on financial, economic, monetary, market and other conditions and circumstances as in effect on, and the 
information made available to us as of, the date hereof. It should be understood that subsequent developments may affect this opinion, and we do 
not have any obligation to update, revise, or reaffirm this opinion The issuance of this opinion was approved by our America5 Fairness Opinion 
Review Committee. 

Based upon and subject to the foregoing, including the various assumptions and limitations set forth herein, we are of the opinion on the date 
hereof that the Exchange Ratio provided for in the Transaction is fair, from a financial point of view, to Duke Energy. 

\ ~ Y Y O U r s .  

/ s /  Merrill Lyncb, Pierce, Fenner & Smith 
Incorporated 

MERRlLL LYNCH, PIERCE, FENCER & SMlTH 
INCORPORATED 
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Annex D 

The Board of Directors 
Progress Energy, Inc. 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 

1 Members of the Boar& 

We understand that Progress Energy, Inc., aNorth Carolina corporation (“Progress”), Duke Energy Corporation, aDelaware corporation 
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(“Duke”), and Diamond Accplisition Corporation, aNorth Carolina corporabon and a direct wholly-owned subsidiary of Duke (“Merger Sub”), 
propose to enter into an Agreement and Plan of Merger (the “Agreement”), pursuant to whichMerger Sub will be merged with and into Progress 
and each outstanding share of common stock, no par value, of Progress (“progress Common Stock”), other than shares of Progress Common Stock 
owned, directly or indirectly, by Progress (other than in a fiduciary capacity), Duke or Merger Sub, will be converted into the right to receive 
2 c’ ‘75 (the “Exchange Ratio”) shares of common stock, par value $0.001 per share, of Duke (“Duke Common Stock”), with Progress continuing 
.d. - - surviving corporation in the merger as a direct wholly-owned subsidiary of Duke (the “Transaction”). The terms and conditions of the 
Transaction are more fully set forth in the Agreement 

You have requested our opinion as of the date hereof as to the fairness, from a financial point of view, to holders of Progress Common Stock 
of the Exchange Ratio provided for in the Transaction. 

In connection with this opinion, we have: 

Reviewed the financial terms and conditions of a drafk, dated January 7,201 1, of the Agreemen$ 

Reviewed certaiii publicly available historical business and financial information relating to Progress arid Duke: 

Reviewedvarious financial forecasts andother data provided to us, or approved for our use, by Progress relating to the businesses of 
Progress and Duke; 

Reviewed various financial forecasts and other data provided to Us by Duke relating tp the bqiness of Duke; 

Held discussions with members. of the seriior,managements of Progress md Duke witii respect to the bushesses. and prospects of 
Progress and Duke, respectively, agd reviewed the f w c i a l  benefits, including the amount anG ,f.im&g.thereof, anticipated by the 
managements of Progress and Duke to, be realized &om the Transaction; 

Reviewedpublic information with respect to certain other compadiesh lines of business we believe to be generally relevant in 
evaluating the businesses of Progress andDuke, respectively; 

Reviewed the financial terms of certain business combinations we believe to be generalIy relevant in evaluating the Transactio% 

Reviewedhistorical stock prices and tradmg volumes of Progress .Common Stock and Duke Common Stock; 

Reviewedthe potential pro forma financial impact of the Transaction on Duke based on the f m c i a l  forecasts refened to above 
relating to Progress and Duke; and 

Conducted such other financial studies, analyses and investigations we deemed appropriate. 
I 

We have assumed and relied upon the accuracy and completeness of the foregoing information, without independent verification of such 
information We have not conducted any independent valuation or appraisal of 
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The Board of Directors 
Progress Energy, Inc. 
January 8,201 1 

any o f  the assets or liabilities (contingent or otherwise) of Progress or Duke or concerning the solvency or fair value of Progress or Duke, and we 
have not been furnished with any such valuation or appraisal. With respect to the financial forecasts utilized in our analyses and the financial 
benefits anticipated by the managements of Progress and Duke to be realized from the Transaction, we have assumed, with the consent of 
Progress, that they have been reasonably prepared in good f a h  on bases reflecting the best currently available estimates and judgments of the 
managements of Progress and Duke as to the hture financial performance of Progress and Duke, respectively, and as to such financial benefits. 
With respect to the financial benefits anticipated by the managements of Progress and Duke to be realized from the Transaction, we have assumed, 
with the consent of Progress, that the estimates of the amounts and timing of such financial benefits are reasonable and that such financial benefits 
will be realized substantially in accordance with such estimates. We assume no responsibility for and express no view as to any such forecasts or 
estimates, or the assumptions on which they are based 

Further, our opinion is necessarily based on economic, monetary, market and other conditions as in effect on, and the information made 
available to us as of, the date hereof. We assume no responsibility for updating or revising our opinion based on circumstances or events occurring 
after the date hereof. We do not express any opinion as to the prices at which shares of Progress Common Stock or Duke Common Stock may trade 
at any time subsequent to the announcement of the Transaction. In connection with our engagement, we were not authorized to, and we did not 
solicit indications of interest &om tlird parties regardmg a potential transaction with Progress, and our opinion does not address the relative merits 
or ‘’-9 Transaction as compared to any other transaction or business strategy in which Progress might engage or the merits of the underlying 
i &on by Progress to engage in the Transaction. 

In rendering our opinion, we have assumed, with the consent of Progress, that the Transaction will be consummated on the terms described in 
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the Agreement, without any waiver or modification of any material terms or conditions. Representatives of Progress have advisedus, and we have 
asshed ,  that the Agreement, when executed, will conform to the draft reviewed by us in all material respects. We also have assumed, with the 
consent of Progress, that o b e x  the necessary governmental, regulatory or third party approvals and consents for the Tmaction will not have 
an adverse effect that is material with respect to Progress, Duke, the combined company, the Transaction or the benefits anticipated by the 
IP- qgements of Progress and Duke 'to be realized from the Transaction. We further have assumed, w i k  the consent of Progress, that the 
1 - action will qualifv for US, federal +come tax purposes as a reorganization wi?& the meaning of Section 368(a) of the Internal Revenue 
Code of 1986, as qended. We do not express any opinion as to my tax or other cobsequences that might result from +e Transaction, nor does,our 
opinion address any legal, tax, regdatory or accounting mattee, as to which we understand that'progress Im obtained such adviceas it deemed 
necessary &om ,qualified professionals. We express no view.or opinion as to any terms or other aspects or implications (other than the Exchange 
Ratio to 'the extent expressly specified herein) of the Transaction, including, without limitation, the form or structure of the Transaction or any. 
agi-eemeiits or aiirangements entered &to in connectiori with, or contemplated by, the Trmaction. In addition, we: express no view or opinion as to 
die faimess of the amount or nature. of, or any other aspects relating to, the compensation to *y officers, directors or empioyees of any parties to 
the Transaction,.or class'of such persons, relative to,the Exchange Ratio or otherwise. 

L a q d  Frkres &. Co. LLC rLazard'') is acting as financial advisor to Progress in connection with the Transaction and will receive a fee for 
such services, a portion of which is payable upon the signing of the Agreemenfra portion of which is payable upon shareholder approval of the 
Transaction and a substantial portion of which is contingent upon the closing of the Transaction. We in the past have provided and in the future 
may provide certain investment banlung services to Progress and Duke and certain oftheir respective affiliates; for which we have received and 
may receive compensation, including having provided advisory services to Duke, edLa@rdCapital Markets LLC (an entity o p e d  in large part 
by managing directors of Lazard) having acted as 
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a co-manager in securities offerings of Progress. In addition, in the ordinary course of their respective businesses, Lazard, Lazard Capital Markets 
J md their respective affiliates may actively h d e  securities of Progress, Duke and certain of their respective affiliates for their own accounts 
a m  Tor the accounts of their customers and, accordingly, may at any time hold a long or short position in such securities, and may also trade and 
hold securities onbelialf of Progress, Duke and certain of their respective affiiates. The issuance of this opinion was approved bythe Opinion 
Committee of Lazard. 

Our engagement and the opinion expressed herein are for the benefit of tlie Board of Directors of Progress (in its capacity as such) and our 
opinion is rendered to the Board of Directors of Progress in connection with its evaluation of tlie Transaction Our opinion is not intended to and 
does not constitute a recommendation to any shareholder as to how such shareholder should vote or act with respect to the Transaction or any 
matter relating thereto 

Based on and subject to the foregoing, we are of the opinion that, as of the date hereof, the Exchange Ratio provided for in the Transaction is 
fair, &om a fmancial point of view, to holders of Progress Common Stock. 

Very truly yours, 

LAZARD FRERES & CO. LLC 

By /s/ George Bilicic 
George Bilicic 
Managing Director 
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New York, NY 10019 
USA 
Tel + 1 (212) 526 7000 

January 8,201 1 

Board of Directors 
Progress Energy, Inc. 
41 0 S. Wilmington St. 
Raleigl5 North Carolina 27601 -1 748 

MembeZs of the Board of Directors: 

We understand that Progress Energy, Inc., aNorth Carolina corporation (the “Company”), intends to enter int0.a transaction (the “Proposed 
Transaction”) with Duke Energy Corporation, a Delaware corporation (“Duke”), pursuant towhich (i).Diamond AcqUisition Corporation, a florth 
Carolina corporation and a ‘direct wholly-owned subsidiary of Duke (“Merger Sub”), will merge with and into the Compby (the “Merger”) and 
(ii) uponthe effectiveness of the Merger, (x) the separate corporate existence of Merger Sub will cease, the Company will continue is the surviving 
company in the Merger and the Company will become a wholly-ohed subsidiq, of Duke and (y) each issued arid oirtStandhg share of common 
stock, no par value, of the Company (“Company Common Stock”), will be converted into the right to receive 2.61 25 shares (the “Exchange 
Ratio”) oFcommon stock; par value $0.001 per share; of Duke (“Duke. Common Stock”). The &rms an& conditions of the Proposed Transaction are 
.set forth in more detail the Agreement and Plan of Merger, dated as of Jimmy 8,201 1, by and among Duke, Merger Sub and the Company (the 
.“Agreement”). 

We h v e  beenrequested by the Board of Directors of the Company to render our opinion with respect to the f+ess, from a fmancial point 
of view, to the Company’s stockholders of the Bchange Ratio. We have not been requested to opine as to, and our opinion does not in any manner 
address, the Company’s underlying business decision to proceed with or effect the Proposed Transaction or the likelihood of consummation of the 
Proposed Transaction. In addition, we express no opinion on, and our opinion does not in any manner address, the fairness of the amount or the 
nature of any compensation to ai~y officers, directors or employees of any parties to the hoposedTransaction, or any class of such persons; relative 
to the consideration to be offered to the stockhoiders of the Compqy h tha Proposed Transaction. 

In arriving at our opinion, we reviewed and analyzed: (1) a draft of the Agreement dated January 8,201 1, and the specific terms of the 

F wed Transaction, (2) publicly available information concerning the Company and Duke thatwe believe to be relevant to our analysis, 
iL .a each of their respective Annual Reports on-Form 10-K for the fiscal year ended December 31,2009 and Quarterly Reports on Form 10- 
Q for the fBcal quarters ended March 31,2010, June 30,2010 and September 30,201 0 and other relevant filings with the Securities ahd Exchange 
Commission, (3) f m c i a l  and operating information with respect to +e business, operations and prospects of the Company fknkhed to IJS. by the 
Company, including fmancial projections, of the Company prepared by the mariagemenf of tlie Comp&ny (the “Company ProJections”),.(4) kmancial 
and operating information with respect‘to the business, operations and prospects of Duke fUmished to us by the Company, including f m c i a l  
projections of Duke prepared by the management of Duke. (the ‘Duke Projections”), (5) the trading history ofthe Company Common Stock from 
J a n ~ ~ a ~ y  5,2008 to January 5,201 1, the trading history ofr)uke Common stock from January 5,2008 to January 5,201 1 and a cornparison of each 
of their trading histories with each other’and with those of other companies that we deemed relevant (6) a comparison of the historical fmancial 
results and present financial condition of the Company @d Duke with each other q d  with those of otlier companjes that we deemed relevant, 
(7) the pro forma impact of the Proposed Transaction onthe hture fmancial perfomktce of the combined compey, includmg the benefits 
anticipated by the managements ofthe Company and Duke to be realized in the Proposed Transaction q d  the future capital requirements ofthe 
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Company and Duke and their respective ability to fund such requirements in the &e, (8) the relative contributions of the Company and Duke to 
the historical and future financial performance of the combined company on a pro forma basis and (9) published estimates of independent research 
analysts with respect to the future financial performance and price targets of the Company and Duke. In addition, we have had discussions with the 
management of the Company concerning its business, operations, assets, liabilities, f m c i a l  condition and prospects and have undertaken such 
other stuhes, analyses and investigations as we deemed appropriate. 

In arriving at our opinion, we have assumed and relied upon the accuracy and completeness of the f m c i a l  and other information used by us 
$* -d. any independent verification of such information andhave further relied upon the assurances of the management of the Company that they 
a! aware of any facts or circumstances that would make such information inaccurate or misleading. With respect to the Company Projections, 
upon the advice of the Company, we have assumed that such projections have been reasonably prepared on a basis reflecting the best currently 
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available estimates and judgments of the management of &e Company as to the future financial performance of the Company and tlmt the 
Company will perform substantially in accordance with such projections: With respect to the Duke Projections, upon the advice of the Company, 
we have assumedthat such projections have beenreasonably prepared.0n.a basis reflecting the best currently available.estimates andjudgments of 
the management of Duke as to the !%ture fmancial performance of Duke and that Duke will perform substantially in accordance with such 
pr 'mctions. We assume no responsibility for and we express no view as to 'any such projections or estimates or the assumptions on which they are 
1, - . - In arriving at ow opinion, we have not conducted a physical bpection' of the properties and facilities of the Company or Duke and have not 
made or: obtained any evalytions or apprajsds ofthe assets or liabilities of,the Company or Duke. In addition, you have not auihorized us to 
solicit, &d we have not solicited, any ixidications ofinterest &,om any third party with respect to the purchase of all or a part ofthe Companyls 
business. Our opinion necessarily is based upon market, economic adother conditions as they exist on, and can be evaluated as.of, the date of this 
letter. We assume no responsibility for updating or revising OUT opinion based on events or circumstances tliat may occur after thedate.of this letter. 
We-express no opinion as to the prices at which&ares of Company Common Stock.would trade following the aimomcement of the Proposed 
Tr+action.ofshares' of Duke Common Stock, would trade foliowing the annopixement,or consu+nation of the Proposed Tmaction:,.Our 
opinion shouldnot be viewed as providing any assurarice that the marget vaiw ofthe s h e s  of Duke Common Stock to be held by the sto.ckholders 
of the Company after the consiuqnation of the Proposed Transaction will be in excess of the niarket:value of Company. Common Stock owned,by 
such stockholders at any t h e  prior-to the announcement or consummation of the Proposed Transaction 

. .  

We have assumed that the executed Agreement will conform in all material respects to the,last draft reviewed by us. In addition, we have 
assumed the accuracy of the representations and warranties contained in the Agreement and all agreements related thereto. We have also assumed, 
upon,the advice of the Company, that all material governmental, regulatory and third party approvals, consents and releases for the Proposed 
Transaction will be obtained within the constraints contemplated by th,e Agreement and that the Proposed Transaction will be .congmmated in 
accordance with the terms of the Agreement without waiver, modification or amendment of any material term, condition or agreement thereof. We 
do not express any opinion as to any tax or other consequences that might result from.the Proposed Transaction, nor does our opinion address any 
legal, tax, regulatory or accounting matters, as to which we understand that tlie Company has obtained such advice as it deemed necessary &om 
qualified professionals. 

Based upon and subject to kforegoing, we are of the opinion as of the date hereof that, kom a financial point of view, the Exchange Ratio is 
fair to the stockholders of the Company. 

We have been retained solely for the purposes of rendering this opinion, andwill receive a fee payable upon delivery of this opinion'h 
addition, the Company has agreed to reimburse our expenses and indemnify us for 
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Tnble of Conten$ 

es that may arise out of our engagement. We have performed various investment banku7g and f m c i a l  services for the Company 
and Duke in the pasf and expect to perform such services for the Company and Duke in the *e, and have received, and expectto receive, 
customary fees for such services. Specifically, in the past two years, we have performed the following investment bankmg and financial services 
for the Company and Duke: (i) acted as joint lead arranger on the refinancing of the Company's two principal operating companies' $750 million 
revolving credit facilities, each in March 2010, (ii) acted as joint book-mer  on a 6.00% $950 million, notes offering for the Company in 
November 2009, (iii) acted as comanager on a 7.05% $750 mlllion notes offering for the Company in March 2009, (iv) acted as joint book-mer  
on a 4.30% $450 million first mortgage bond offering for a wholly-owned subsidiary of Duke in June 201 0, (v) acted as joint book-mer  on a 
2.1 0% $250 million first mortgage bond offering for a wholly-owned subsidiary of Duke in December 2009, (vi) acted as joint book-runner on a 
5.45% $450 million f i t  mortgage bond offering for a wholly-owned subsidiary of Duke in March 2009, (vii) acted as joint book-mer  on a 
6.45% $450 million f i t  mortgage bond offering for a wholly-owned subsidiary of Duke in March 2009, (vi$ provided strategic advisory services 
to Duke and (.E) engaged in various hedging, derivative and other risk management transactions for both the Company and Duke. 

Barclays Capital Inc. and its affiliates engage in a wide range of businesses from investment and commercial banlung, lendmg, asset 
management and other financial and non-financial services. In the ordinary course of our business, we and our affiliates may actively trade and 
effect transactions in the equity, debt andlor other securities (and any derivatives thereof) and financial instruments (including loans and other 
obligations) of tlie Company and Duke for our own account and for the accounts of our customers and, accordingly, may at any time hold long or 
short positions and investments in such securities and financial instruments. 

This opinion, the issuance of which has been approved by our Fairness Opinion Committee, is for the use and benefit of the Board of 
D: -?tors of the Company and is rendered to the Board of Directors in connection with its consideration of the Proposed Transaction This opinion 
i intended to be and does not constitute a recommendation to any stockholder of the Company as to how such stockholder should vote with 
respect to, or whether to accept the consideration to be offered to the stockholders in connection with, the Proposed Transaction 
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Annex F 

Form of Certificate of Amendment 

Duke Energy Corporation (the “Corporation”,), a corporation organized and existing wder the General Corporation Law of .the State of Delaware 
(the “JlGCT.”), certifies as”follows: 

1. The name of the Corporation is Duke Energy Corporation. The m e  under which the Corporation was originally incorporated was Deer 
Holding Corp. The &me of the Corporation was .changed to Duke Energy Holding Corp. on June 21,20.05. The name of the Corporation was 
clxmged to Duke Energy Corporation on April 3,2006. The original Certificate of Incorporation was filed with the‘secretary of State of the 
State of Delaware on May 3,2005. 

This Certificate of Amendment to the Amended and Restated Certificate of Incorporation of the Corporationwas duly adopted in accordance 
with Sections 222 and 242 of the DGCL. The Board of Directors of the Corporation duly adopted resolutiom setting fortli and declaring 
advisable this Certificate of Amendhent to the &ended and Restated Certificate of Incorporation of the Corporation and ditected that the 
proposed amendment be considered by,the stockholders of the Corporation at an. annual or special meeting of stockholders (the “Stockholder 
&feetin%’’). At the Stockholder Meeting, the necessary number of shares were voted in favor of the proposed amendment. The stockholders of 
the Corporation duly adopted this Certificate of Amendment to the Amended and Restated Certificate of Incorporation of the Corporation. 

Subsection (a) of Article Fourth of the Amended andRestated Certifcate of Incorporation of the Corporation shall be amended and restated 
in its entirety as follows: 

“(a) The aggregate number of shares of stock that the Corporation shall have authority to issue is two billion forty-four million 
(2,044,000,000) shares, consisting of two billion (2,000,000,000) shares of Common Stock, par value $0.001 per share (the “Common 
Stock”), and forty-four million (44,000,000) shares .of Preferred Stock, par value $0.001 per share (the “Preferred Stock”). 

Upontlie f i b  and effectiveness (the “Effective Time”) pursuant to the Delaware General CorporationLaw of this Certificate of 
Amendinent to the.Amended and Restated Certificate of Incorporation of the Corporation, each three shares:of Common Stock issued and 
outstanding or held by the Corporation in treasury stock immediately prior to the Effective T h e  shalz automatically and without any action 
on the part octhe respective holders thereof or the Corporation, be combincd.and conyefled into one (1’) share oECom’on Stock, subject to 
the treatrrient ‘of fractional shqre.interests as:aeseribed below (the “Reverse Stock Split”); No.fractiona1 shares of Coqunoii Stock ,or 
certificates representing fra.ctional s k e s  of Common Stcjck shall be issued h connection with the.Reverse Stock Split, other tlian with 
respect tq shares of.Common Stock held in participant accounts under the InvestorDirect Choice Plan of the Corporation gr any successor 
plan (the “w), in which case any fraction of a share to be issued shall be rounded to four decimal places. Stockholders that otherwise 
would be entitled to receive fractional shares..of Common Stock, other &an in respect of’shares oCCorrunon Stock he1d.h participant 
accounts under the Plan, shall be entitled to,receive cash (without hterest) from the Cofporation’s transfer.agent.in Geu of such fractional 
share interests upon the submission of a properly completed and duly executed transmittal letter and where the Common Stock is held in 
certificated form, the surrender of the stockholder’s Oldcertificates (sis’ defined below), in an amount equal to the proceeds attributable to the 
sale of such fi-actional shares following the aggregationmd sale by the Corporation”s transfer agent of all such fractional shares otherwise 
issuable. Each certificate that immediately prior to the Effective Time represented shares of Common Stock (“Old Certificates”), shall 
thereafter (and without the necessity of presenting the same for’exchange) represent that number’of shares of Common Stock into which the 
shares of Common Stock represented by the Old Certificate shall have’been combined, subject to $ie elimination of fi-actionaj.sbare interests 
as described above.” 

This Certificate of Amendment shdl become effective 

‘2. 

3. 

, 
I 

4. 
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INIFORMATION NOT REQUIRED IN PROSPECTUS 

Item 20. Indemnification of Directors and Officers. 

Delaware law permits a corporation to adopt a provision in its certificate of incorporation eliminating or limiting the personal liability of a 
'x, but not an officer in his or her capacity as such, to the corporation or its shareholders for monetary damages for breach of fiduciary duty q' 

a; ~ Ilrector, except that such provision does not limit the Gability of a director for (i) any breach of the director's duty of loyalty to the corporation 
or its shareholders, (ii) acts or omissions not in good faith or which involve htentional misconduct pr a knowing violation of law, (iii) liability 
under section 174 ofthe Delaware General Corporation Law (the "DGCLi') for unlawful payment of dividends or.stock purchases or redemptions, 
or (iv) any transaction from which the:director derived an improper personal benefit The Duke Energy certificate of incorporation provides'that no 
director of Duke Energy will be personally Gable to Duke Energy or its shareholders for monetary damages for breach of fiduciary duty as a 
directbr, except to the extent such an exemption from 1iabiii~"or'limitation thereof is not pemiitted under appiicable law. 

Under Delaware law, a corporation may i h d e d y  any person made a party or threatened to be made .a party to any threatened, pending or 
completed action, suit or proceedmg, whether civil, criminal, administrative or investigative (other than an action by or in the right of tlie 
corporation), because he or she is or was an officer, director, employee or agent of the corporation or was serving at the request of the corporation 
as an officer, director, employee or agent of another'corporation or entity ag&t expenses (including attorneys' fees), judgments, fines and 
amounts paid in settlement ac,blly and reasonably incurred in,connection with such proceeding: if he or she acteh,hi good faith and'in a manner 
lie, reasonably believed to be in or not opposed to the best iriterests oftlie corpoiation and, in the case. of a c~+~~ina l  proceeding, he or she hadno 
reasonable cause to believe that his or her conduct was unlawful. A corporation may indemnify any person made a party or threatened to be made 
a party to any threatened, pending or completed action or suit brought by or in the right of the corporation because he or she was an officer, 
director, employee or agent of the corporation, or is or was serving. at the request of the corporatiotion'as a director, officer, employee or agent of 
another corporation or other entity, against expenses (kcluding attorneys' fees) actually and reasonably incurred in connection with such action or 
suit if he or she acted in good faith and in a manner he or she reasonably believed to be .in or not ornosed to the best interests of the corporation, 
provided that such indemnification will be denied if the person is found liable to the corporation unless, in such a case, the court determines the 
person is entitled to indedicat ion for such expenses the court deems proper. A corporation must indemnify a present or former director or 
officer who successfully defends himself or herself in a proceeding to which he or she was a party because lie or she was a director or officer of the 
corporation against expenses actually and reasonably incurred by him or her in connection with such proceeding. 'Expenses incurred by an officer 
or director, or any employees or agents as deemed appropriate by the board of directors, in'defending civil or criminal proceedings may be paid by 
the corporation in a d v ~ c e ,  of the fwl disposition of such proceedings upon receipt of an uqdertalung by.or on behalf of such director or officer to 
repay such amount if it. is ultimately determhed that he or she &.not entitled to be i n d e d i e d  by &e corporation. The.Delaware law regarding 
indemnification and expense advancement is not exclusive of any other rights which may be granted by the Duke Energy certificate of 
i ,oration or by-laws, a vote of shareholders or disinterested directors, agreement or ohemrise. 

Under the DGCL, ternination of any proceeding by conviction or upon a plea of nolo contendere or its equivalent does not, of itself, create a 
presumption that such person is prohibited from being i n d e d i e d  

The Duke Energy by-laws provide that Duke Energy will indemnify any person.yho was or is a party or is threatened to be made a party to 
any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative (other than an action by or 
in the right of Duke Energy), by reason of the fact that such person is or was a director or officer of Duke Energy, or is or was a director or officer 
of Duke Energy serving at the request of Duke Energy as a director, officer, employee or agent of another corporation, 

II-1 

Table of Contents 

partnership, joint venture, trust or other enterprise, against expenses (including attorneys' fees), judgments, fines and amounts paid in settlement 
actually and reasonably incurred by such person in connection with such action, suit or proceeding if such person acted in good faith and in a 
manner such person reasonably believed to be in or not opposed to the best interests of Duke Energy, and, with respect to any criminal action or 
proceedmg, had no reasonable cause to believe such person's conduct was unlawful. Tlie termination of any action, suit or proceeding by 
judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, will not, of itself, create a presumption that the person 
did not act in good faith and in a manner which such person reasonably believed to be in or not opposed to tlie best interests of Duke Energy, and, 
with respect to any criminal action or proceeding, had reasonable cause to believe that such person's conduct was unlawll. 

Duke Energy's by-laws further provide tlmt Duke Energy will indemr&y any person who was or is a party or is threatened to be made a party 
to any threatened, pen- or completed action or suit by or in the right of Duke Energy to procure a judgment in its favor by reason of the fact that 
such person is or was a director or officer of Duke Energy, or is or was a director or officer of Duke Energy serving at the request of Duke Energy 
ac - director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses (including 
t 
acted in good faith, and in a manner such person reasonably believed to be in or not opposed to the best interests of Duke Energy except that no 

eys' fees) actually and reasonably incurred by such person in connection with the defense or settlement of such action or suit if such person 
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indeinnXcation will be made in respect of any claim, issue or matter as to which such person has been adjudged to be liable to Duke Energy 
unless and only to the extent that the Court of Chancery of the State of Delaware or the court in which such action or suit was brought determines 
upon application that despite the adjudication of liability but in view of all the circumstances of the case, such person is fairly and reasonably 
entitled to indemnity for such expenses which the Court of Chancery or such other court deems proper. 

1 ‘Kowever, Duke Energy’s by-laws provide that Duke Energy will only provide indemnification pursuant to the by-laws {unless ordered by a 
cc%?%j.if such i d e d i c a t i o n  is authorized iri the specific case upon a determination that indedication.of the present or former director or 
officer is proper in the circiunstances because such person has met the applicable s@dard.of conduct.set forth ;I the by.-laws, Such determination 
is to be.made, with respect to a person who is a director or officer afthe t h e  of such determination, ci) by a majority vote of the directors who are 
not p d e s  to such action, suit or proceeding, even though less than.a quorum, or (ii) by a committee of directors’who are not parties to such action, 
suit or proceedmg, designated by a majority vote of such directors, even though less than a quorum, or (iii) ifthere.are no such directors, or if such 
directors so direct, by independent legal counsel in a written opinion, or (iv) by the shareholders: Such determination is to be.made; with respect to 
former.directoF and offcers, by iny person or persons having the authority to act ‘on die matter ‘on behalf of Duke Eriergy. TO tlie extent however, 
that a present or former director or officer of Duke Energy his been s@essll .on the dents or otherwise in defense of b y  action, suit or 
proceedmg, or in defense of any claim, issue or matter therein, such person will be indkmnified ag+t expenses (including-attorneys’ fees) 
actually and reasonably incurred by such person in connection therewith, withoutthe necessity of authorization in the specific case. 

Duke Energy’s by-laws further provide that except for proceedings to enforce rights to ‘indemnification, Duke Energy will not be obligated to 
indemmfy any director or officer (or his or her heirs, executoi-s or personal or legal representatives) or advance expenses in connection with a 
proceedmg (or part thereof) initiated by such person unless such proceeding (or part thereof) was authoi-ized or cobentea to by the board of 
directors. 

The indemnification and advancement of expenses provided by, or granted pursuant to, Duke Energy’s by-laws are not deemed exclusive of 
any other rights to which those seeking indemnification or advancement of expenses may be entitled under the certificate of incorporation, by-laws, 
agreement, vote of stockholders or disinterested directors or otherwise, both as to action in such person’s official capacity and as to action in 
another capacity while holding such office. It is Duke Energy’s policy tlmt indemnification will generally be made to the fullest extent permitted by 
law. Duke Energy’s by-laws do not preclude indemnfying persons in addition to those specifred in the by-laws but whom Duke Energy has the 
power or obligation to indemnfy under the provisions of the DGCL, or otherwise. 

11-2 

Duke Energy may also purchase and mamtain insurance on behalf of any person who is or was a director or officer, or is or was a director or 
officer serving at the request of Duke Energy as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or 
other enterprise against any liability asserted against such person and incurred by such person in any such capacity, or arising out of such person’s 
status as such, whether or not Duke Energy would have the power or the obligation to indemnify such person against such liability under the 
provisions of the by-laws. 

The merger agreement provides that following the completion of the merger, Progress Energy will inde- and hold harmless each current 
or former director or officer of Progress Energy, or any of its subsidiaries as of the time of the merger agreement or any person who becomes such a 
director or officer prior to the completion of the merger, agamst losses relating to such role to the fullest extent permitted by law. Duke Energy w i l  
also maintain the directors’ and officers’ and liabiliw (and fiduciary) insurance policies maintained by Progress Energy as of the time of the merger 
agreement for six years following the completion of the merger, subject to certain limitations on the amount of premiums payable under such 
policies. In lieu of such insurance, Progress Energy may, prior to the completion of the merger, purchase a prepaid “tail” directors’ and officers’ 
liability (and fiduciary) insurance policy for Progress Energy and its current and former directors and officers who are currently covered by the 
liability (and fiduciary) insurance coverage currently maintained by Progress Energy on terms and conditions no less advantageous to such directors 
and officers, subject to certain limitations on the cost of such “tail“ policy. 

Furthermore, Duke Energy Corporabon was formed as a holding company in connection with the completion of the merger of its 
predecessor, Duke Energy Corporation, a North Carolha C O ~ ~ Q & O ~  and CFnergy Corp., on April 3,2006. For a M e r  description of the rights to 
indemnification and exculpation from liabilities of directors and officers arising pursuant to the Cinergy merger agreement reference is made to 
Item 15 ofDuke Energy Corporation’s Form S-3 filed with the SEC on Apnl5,2006 (File No 333-132996) 

Item 21. Exhibits 

Exhibit 
1”- -ber Description 
I 
, -  

+..& r Agreement and Plan of Merger, dated as of January 8,201 1, by and among the Registrant Diamond Acquisition Corporation and 
Progress Ehcrgy, Inc. (incorporated by reference to Exhibit 2.1 of the Registrant’s Current Report on Form 8-K fied on January 
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4.1 

< -  

G... 

8.2 

23.1 

23.2 

23.3 

23.4 

23.5 

24.1 ** 

11,2011) 

Form of Amendment to Amended and Restated Certificate of Incorporation of.the Registrant (includea as Annex F to the joint 
proxy statemeiiUprospectus forming part of this registration statement) 

Form of opinion of Wachtell, Lipton, Rosen & Katz regarding legality of securities being registered 

F o q  of opir$on, of,Hunton & Wil&ms LLP regarding certain US: federal income tax matters 

Form of opk$on of Wachtell, Lipton, Rosen & Katz regar.* certaiti U.S. federal income tax mattea 

Consent ofDeloitte & Touche LLP, Independent Registered Public Accounting, Firm for Duke Energy Corporation 

Consent of Deloitte & Touche LLP, Independent Registered Public Accounting Firm for Progress Energy, Inc. 

F o q  of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 5.1) 

Form’ of consent of Hunton & Williyns,LLP ‘(included in Exhibit 8,l) 

Form of consent of Wachtell, Lipton, Rosen & Katz (included’in Exhibit 8.2) 

Power of Attorney 
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mibit  
Number Descrip tian 

24.2** 

99.1 ** 
99.2** 

Resolution of Duke Energy Corporation regardkg Power of Attorney 

Form of Proxy for Duke Energy Corporation 

Form of Instruction Card for use by participants in Duke Energy Corporation Retirement Savings Plan, Duke Energy 
Corporation Savings Plan for Legacy Cinergy Union Employees (Midwest) and Duke Energy Corporation Retirement Savings 
Plan for Legacy Cinergy Union Employees @3EW 1 393) (the “Duke Energy Plans”) 

Notice to participants in the Duke Energy Plans 

Form of Proxy for Progress Energy, Inc. 

Consent of J.P. Morgan Securities LLC 

Consent of Merrill Lynch, Pierce, Fenner & Smith Incorporated 

Consent of Lazard Frkres & Co. LLC 

Consent of Barclays Capital Inc 

Consent of William D. Johnson 

Consent of John D. Baker 11 

Consent of Harris E. DeLoach, Jr. 

Consent of James 13. Hyler, Jr. 

Consent of E. Marie A4cKee 

Consent of Carlos A. Saladrigas 

Consent of Theresa M. Stone 

I 

9b.J 

99.4** 

99.5 

99.6 

99.7 

99.8 

99.9** 

99.10** 

99.11** 

99.12** 

99.13** 

99.14** 

99.15** 

t 
* 
** Previously filed 

Schedules have been omitted pursuant to Item 601 (b)(2) of Reedation S-K. A copy of any omitted schedule will be finxished 
supplementally to the Securities and Exchange Commission upon request 
To be filed by amendment. 

Item 22. Undertakings. 
’ The undersigned registrant hereby undertakes: 

(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement (i) to include 
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any prospectus required by Section 1O(a)(3) of tlie Securities Act of 1933, as amended (the "Securities Act"); (11) tr, reflect in the prospectus any 
facts or events arising after the erfective date of the registration statement (or the most recent post-effective amendment thereof) which 
individually or in the aggregate, represent a fundamental change in the information set forth in the registration statement (notwithstandug the 
foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was 
r r  '-tered) and any deviation from the low or high end of the estimated maximum offering range may be reflected in the form of prospectus fded 
'i __ he Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a 20% change in the 
maximurn aggregate offering price set forth in the 'Talculation'of Registration Fee" table in the effective registration statement); and (iii) to 
include any material information with respect to the plan of distributionnot previously disclosed in the registration statement or any material 
change to such information in the registration statement 
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(2) That, for the purpose of determining any liability imder the S.ecdties Act,.eacli such post-effective amendment shall be. deemed to be a 
new registration statement relating to the securities offered therein, and the offering of such securities.at that.time shall be deemed to be the ir$ial 
bona &de of€ering thereof. 

(3) To remove from registration by means of a post-effective amendment any of the securities beii7g registered which remain unsold at the 
termination of the offering. 

(4) That for the purpose of deterinining liability under the Securities Act of 1933 to any purchaser, if the registrant is subject to Rule 430C, 
eachprospectus fded pursuant to Rule 424(b) as part of a registration statement relating to an offering, other tlm registration statements relying. on 
Rule 430B or other than prospectuses filed h reliance on Rule,430A, shall be deemed to be part of and included in the registration statement as of 
the date it is first used after effectiveness; provided, however, that no statement made in a registiation statement or prospectus that is'part of the 
registration statement or made in a document incorporated or deemed incorporated by reference into the registration statement or prospectus that is 
part of the registration statement will, as to a purchaser with a time of contract of sale prior to such first use, supersede or modify any statement 
that was made in the registration statement or prospectus that was part of the registration statement'or made in any such document irrimediately 
prior to such date of first use. 

I 

01 ,;e securities, the tindersigned registrant undertakes that in a primary offering of seceties ofthe undersigned registrant pursuant to this 
registration statemen5 regardless of the Wde-ting methodped to sell the securities to the purchaser, if the securities are offered or'sold to such 
purchaser by meps  bf ,any ofthe following co-ynications, the undersigned registrant will be a seller to the pixchaser and will be considered to 
offer or sell such securities to such purchaser: 

(i) Any preliminary prospectus or prospectus of the undersigned r e g i s h t  relating to the offering required to be filed pursuant to Rule 

(ii) Any free writing prospectus relakg to the offering prepared by; or on.behalf of the undersigned registiant or used or referred to by 

(iii) The portion of any other free writidg prospectus relating to the offering confain& material information about the undersigned 

(iv) Any other communication that 'is an offer 'in the offering made by the undersigned registrant to the purchaser. 

(5) That, for the purpose of determining liability of the registrant under the Securities Act of 1933-to any purchaser in the initial distribution 

424; 

the'undersigned registrang . 

registrant or its securities provided by or on behalf of the undersigned registrant; and 

(6) "hac for purposes of determining any liability under the Securities Act, each filing of the registr@t''s annual report pursuantto 
Section 13(a).or 15(d) of the Securities Exchange Act of 1934, as amended (and, where applicable, each f i b  of an employee benefit plan's annual 
report pursuant to Section 15(d) of ffie Securities Exchange Act of 1934, as amended) that is 'incorporated by reference in this registration statement 
shall be deemed to be a new registration statement relating to tlie securities offered therein, and the offering of such securities at that time shall be 
deemed to be the initial bona fide offering thereof. 

(7) That prior to any public reoffering of the securities registered hereunder through use of a prospectus which is a part of this,registration 
statemenf by any person or party who is deemed to be an underwriter W i h  the me,aning of Rule 14S(c), theregiskant undertakes that such 
r e o f f e e  prospectus will contain the information called for by the applicable registration form with respect to.reofferings by persons who may be 
deemed underwriters, in addition to the information called for' by the other items of the applicable form. 

(8) That every prospectus (i) that is fded pursuant to paragraph (7) above, or (ii) that purports to meet the requirements of Section 1O(a)(3) of 

fration statement and will not be used 
the Securities Act and is used in connection with an offering of securities subject to Rule 41 5, will be filed as a part of an amendment to this 

E-5 
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I .;uch amendment has become effective, and that for the purpose of determining liabilities under the Securities Act, each such post-effective 
a=- Adment shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that 
time shall be deemed to be the initial bona fide, offering hereof. 

(9) To respond to reques.ts for information that js incorporated byreference into the prospectus.pursyBnt to, Items 4,10(b), 11 or 13 of this 
'form, within one business day of receipt.of such request, and.ta send the.kcorporated documents by f i t  class mail or other equally prompt means. 
This includes infomation contained in documents fied'subsequent to,the effective date ofthe registration statement through the date of responding 
to  the request 

(10). To supply b y m e w  of a post-effective amendment all infoNation concerning a traisactipgandthe company being acq+ed.involved 
therein, that was not the subject of and included in this registration statement wben it became effective. 

(1 1) Insofar as indedicat ion for liabilities arising under the Securities Act may be permitted to directors, officers mil controlling persons 
of the registrant pursuant to the foregoing provisions, or.othenvise, the registrant has been advised that in the opinion of the Securities and 
Exchange Commission such indemnification is against public policy as expressed in the Securities Act and is, therefore;wenforceable. In the event 
that a claim for indemnificationaget such liabilities (other thw.the payment by the registrant of expenses incurred or paid by a director, officer 
or controlling person of theregistrant &the sucbessfui defense of any action, suit or proceedmg) is asserted by'such director, officer, or controllmg 
person ;I connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by 
controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as 
expressed in the Securities Act and will be governed by the final adjudication of such issue. 
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SIGNATURES 

Pursuant to the requirements of the Securities Act of 1933, as amended, the registrant has duly caused this registration statement to be signed 
on its behalf by the undersigned, thereunto duly authorized, in the City of Charlotte, State of North Carolina, on April 8,201 1. 

DUKE ENERGY CORPORATION 
(Registrant) 

By: * 
Name: James E. Rogers 
Title: Chairman, President and 

Chief Executive Officer 

Pursuant to the requirements of the Securities Act of 1933, as amended, this registration statement has been signed below by the following 
persons in the capacities and on the dates indicated 

Signature 

* i 
chairman, President and 

Chief Executive Officer (Principal Executive 
Officer and Director) 

James E. Rogers 

* Group Executive and Chief Financial Officer 

Senior Vice President and Controller (Principal 

Lynn J. Good (Principal Financial Officer) 
* 

Steven K. Young Accountq Officer) 

* 
William Bamet III 

* 
G. Alex Bemhardt, Sr. 

Director 

Director 

Date - 

April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 
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* 
Michael G. Browning 

* 
Daniel R. DiMicco 

- * 
John H. Forsgren 

* 
Ann Maynard Gray 

* 
James H. Hance, Jr. 

* 
E. James'Reinsch 

* 
James T. Rhodes 

* 
Philip R. Sharp 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 
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April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 

April 8,201 1 

Table of Contents 

The undersigned, by signing lis name hereto, does hereby sign this document on behalf of the registrant and on behalf of each of the above- 
named persons indicated above by asterisks, pursuant to a power of attorney duly executed by the registrant and such persons, previously fded with 
the Securities and Exchange Commission as an exhibit hereto. 

Is1 David S..Maltz 
David S. Maltz 
Attorney -&Fact 

April 8,201 1 
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Exhibit Index 

Exhibit 
Number 

2. l t  

4.1 

5.1 

8.1 

8.2 

23.1 

?- 7 

LJ.J 

Description 

Agreement and Plan of Merger, dated as of Jan~~a.ry 8,201 1, by and among the Registrant, Diamond Acquisition Corporation and 
Progress Energy, Inc. (incorporated by reference to Exhibit 2.1 of the Registrant's Current Report onForm 8-K filed on January 
11,2011) 

Form of Amendment to Amended and Restated Certificate of Incorporation of the Registrant (included as Annex F to the joint 
proxy statementiprospectus forming part of this registration statement) 

Form of opinion of Wachtell, Lipton, Rosen & Katz regarding legality of securities being registered 

Form of opinion of Hunton & Williams LLP regardmg certain US. federal iiicome tax matters 

Form of opinion of Wachtell, Lipton, Rosen & Katz regarding certain US. federal income tax matters 

Consent of Deloitte & Touche LLP, Independent Registered Public Accounting Firm for Duke Energy Corporation 

Consent of Deloitte & Touche LLP, Independent Registered Public Accounting Firm for Progress Energy, Inc. 

Form of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 5.1) 
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23.4 

23.5 

24.1 ** Power of Attorney 

Form of consent of Hunton & Williams LLP (included in Exhibit 8.1) 

Form of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 8.2) 

k* 

99.1 ** 
99.2** 

Resolution of Duke Energy Corporation regardmg Power of Attorney 

Form of Proxy for Duke Energy Corporation 

Form of Instruction Card for use by participants in Duke Energy Corporation Retirement Savings Plan, Duke Energy 
Corporation Savings Plan for Legacy Cinergy Union Employees (lvbdwest) and Duke Energy Corporation Retirement Savings 
Plan for Legacy Cinergy Union Employees (IB'EW 1393) (tlie "Duke Energy Plans'') 

Notice to participants in the Duke Energy Plans 

Form of Proxy for Progress Energy, Inc. 

Consent of J.P. Morgan Securities LLC 

Consent of Merrill Lynch, Pierce, Fermer & Smith Incorporated 

Consent of Lazard Frkres & Co. LLC 

Consent of Barclays Capital Inc. 

Consent of William D . J o b o n  

Consent of John D. Baker II 
Consent of Harris E. DeLoach, Jr. 

Consent of James B. Hyler, Jr. 

Consent of E. Marie McKee 

Consent of Carlos A. Saladrigas 

Consent of Theresa M. Stone 

99.3* 

99.4** 

99.5 

99.6 

99.7 

99.8 

99.9"" 

99.10** 

99.1 1 ** 
99.12** 

99.13** 

99.14** 

99.1 5** 

-t 

* 
** Previously filed. 

Schedules have been omitted pursuant to Item 601@)(2) of Regulation S-K. A copy of any omitted schedule will be &shed 
supplernentally to the Securities and Exchange Commission upon request 
To be fied by amendment. 
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EX-5.1 2 dex5l.htm FORM OF OPINION OF WACHTELL, LIPTON, ROSEN & KATZ 
Exhibit 5.1 

. .  . . . . .  

. . . . . . . . .  

. . . . . . . . . . . . .  

[ -  1, 201 1 

. . . . . . . . . . . . .  

Duke Energy Corporation 
526 South Church Street 
Cha 2, North Carolina 28202 

Ladies and Gentlemen: 

We have acted as special counsel to Duke Energy Corporation, a Delaware corporation (the “Company”), and are furnishing this opinion 
letter to the Company in connection with its f i h g  of a Registration Statement on Form S-4 (the “pegisIration Statemenf;” which term does not 
include any other document or agreement whether or not specifically referred to therein or attached as an exhibit or schedule thereto) with the U.S. 
Securities and Exchange Commission on [ 
1933, as amended (the “Securities Act”), of the offering by the Company of up to 264,000,000 shares (the “Shares”) of the Company’s common 
stock, par value $0.001 per share (the “Common Stock”), which may be issued to the shareholders of Progress Energy, Inc., a North Carolina 
corporation (“Progress”), in connection with the merger of Diamond Acquisition Corporation, a North Carolina corporation and wholly owned 
subsidiary of the Company (“Merger Sub”), with and into Progress, as contemplated by the Agreement and Plan of Merger, dated as of January 8, 
201 1 (the “Merger Agreement”), by and among the Company, Merger Sub and Progress (the “Merger”). 

- 1, 201 1. The Registration Statement relates to the registration under the U.S. Securities Act of 

For the purposes of giving this opinion, we have examined the Registration Statement, the Merger Agreement, the amended and restated 
certificate of incorporation of the Company, the bylaws of the Company, a specimen certificate representing the Common Stock and the form of 
certificate of amendment to the amended and restated certificate of incorporation of the Company attached as Annex F to the joint proxy 
statement/prospectus included in the Registration Statement (the “Certificate of Amendment”). We have also examined the originals, or duplicates 
or certified or conformed copies, of such corporate records, agreements, documents and other instruments and have made such other investigations 
as we have deemed relevant and necessary in connection with the opinions set forth below. As to questions of fact material to this opinion, we 
have relied, with your approval, upon certificates or comparable documents of public officials and of officers and representatives of the Company. 

In making such examination and rendering the opinions set forth below, we have assumed without verification the genuineness of all 
signatures, tlie authenticity of all documents submitted to us as originals, the authenticity of the originals of such documents submitted to us as 
certified copies, the conformity to originals of all documents submitted to us as copies and the authenticity of the originals of such documents, that 
all documents 

-.- “_.....I ......... ............................... , .......... 
I ’  sub1 

foregoing documents. In rendering the opinions set forth below, we have also assumed that (i) prior to the issuance of any Shares pursuant to the 
Merger Agreement (a) the Registration Statement, as then amended, will have become effective under the Securities Act and such effectiveness 
shall not have been terminated or rescinded and (b) the Certificate of Amendment will have become effective in the form reviewed by us as 

.d to us as certified copies are true and correct copies of such originals, and the legal capacity of all individuals executing any of the 



described in the preceding paragraph and (ii) if issued in physical form, certificates representing the Shares in the form of the specimen certificate 
examined by us have been manually signed by an authorized officer of the transfer agent and registrar for the Common Stock and registered by 
such transfer agent and registrar or, if issued in book entry form, an appropriate account statement evidencing Shares credited to the recipients' 
accounts maintained with the transfer agent has been issued by said transfer agent. 

- - ;ed on the foregoing, and subject to the qualifications and limitations set forth herein, we are of the opinion that when the Shares have been 
issued and paid for in accordance with the terms and conditions set forth in the Merger Agreement, the Shares will be validly issued, fully paid and 
nonassessable. 

We are members of the Bar of the State of New York and we express no opinion herein as to any law other than the federal laws of the United 
States and the General Corporation Law of the State of Delaware (including the statutory provisions and reported judicial decisions interpreting the 
foregoing). 

We hereby consent to be named in the Registration Statement and in the related joint proxy statement/prospectus contained therein as the 
attorneys who passed uponthe legality of the Shares and to the fihg of a copy of this opinion as Exhibit 5.1 to the Registration Statement. In 
giving such consent, we do not thereby admit that we are in the category of persons whose consent is required under Section 7 of the Securities 
Act. We assume no obligation to advise you or any other person, or to make any investigations, as to any legal developments or factual matters 
arising subsequent to the date of effectiveness of the Registration Statement that might affect the opinions expressed herein. 

Very truly yours, 



Form of opinion of Hunton & Williams LLP 

EX-8.1 3 dex8l.ht.m FORM OF OPINION OF HUNTON & WILLIAMS LLP 
Exhibit 8.1 

i [Form of Opinion of Hunton & Williams LLP] 

[ 1.2011 

Progress Energy, Inc. 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 

Ladies and Gentlemen: 

We have acted as special counsel to Progress Energy, Inc. aNorth Carolina corporation (“Progress”), in connection with the proposed merger 
(the “Merger”) as provided for in the Agreement and Plan of Merger (the “&reement”) dated as of January 8,201 1, by and among Progress, 
Duke Energy Corporation, a Delaware corporation (“Duke‘.), and Diamond Acquisition Corporation, a North Carolina corporation and a direct, 
wholly-owned subsidiary of Duke (“Merger Sub”). Merger Sub will be merged with and into Progress pursuant to the Agreement. At your request, 
we are rendering our opinion concerning certain United States federal income tax matters. All capitalized terms used but not defied herein shall 
have the meanings ascribed to them in the Agreement, and any reference to any document includes a reference to any exhibit, appendix or similar 
attachment thereto. 

In providing our opinion, we have reviewed and relied upon: (i) the Agreement; (ii) the registration statement on Form S-4 fded in 
connection with the Merger and the joint proxy statementlprospectus contained therein, as amended through the date hereof (the “Form S-4”); 
(iii) the officer’s certificate of Progress, dated the date hereof and delivered to us for the purposes of this opinion (the “progress Officer’s 
Certificate”) and the officer’s certificate of Duke and Merger Sub, dated the date hereof and delivered to us for the purposes of this opinion (the 
“Duke Officer’s Certificate,” and together with the Progress Officer’s Certifkate, the “Officer’s Certificates”); and (iv) such other documents as we 
have deemed necessary or appropriate for purposes of our opinion. 

In addition, we have assumed that (i) the transaction will be consummated in accordance with the provisions of the Agreement and as 
de- +%ed in the Form S-4, without amendment, waiver or modification of any of the terms or conditions set forth therein, (ii) the statements 
&( -ning the transaction and the parties thereto set forth in the Agreement are true, complete and correct, and the Form S-4 is true, complete and 
correct, (iii) the statements and 

Progress Energy, Inc. 

Page 2 

representations (which statements and representations we have neither investigated nor verified) contained in the Officer’s Certificates are true, 
complete and correct and will remain true, complete and correct at all times up to and including the Effective Time, (iv) the Officer’s Certificates 
will be re-executed by appropriate officers as of the Effective Time, (v) all statements and representations qualified by knowledge, belief or 
materiality or comparable qualification are and will be true, complete and correct as if made without such qualification, (vi) all documents 
submitted to us as originals are authentic, all documents submitted to us as copies conform to the originals, all relevant documents have been or 
will be duly executed in the form presented to us and that all natural persons are of legal capacity, (vii) the Merger will qualifL as a statuiory 
merger under the NCBCA, (viii) Duke, Merger Sub and Progress and their respective subsidiaries will treat the Merger for United States federal 
income tax purposes in a manner consistent with the opinion set forth below, and (ix) all applicable reporting requirements have been or will be 
satisfied. If any of the above described assumptions are untrue for any reason, then the continuing validity of our opinion as expressed below may 
be adversely affected 

[PI, 2011 

Based upon and subject to the foregoing, we are of the opinion that for United States federal income tax purposes the Merger will constitute a 
“reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the “&dE“). 

Except as expressly set forth above, we render no other opinion, includmg, without limitation, any opinion as to the United States federal, 
state, local, foreign, or other tax consequences. Our opinion as expressed above is based on current provisions of the Code, Treasury Regulations 
promulgated thereunder, published pronouncements of the Internal Revenue Service and case law, any of which may be changed at any time with 
retroactive effect. Any change in applicable laws or the facts and circumstances surrounding the transaction, or any inaccuracy in the statements, 
facts, assumptions or representations upon which we have relied, may affect the continuing validity of our opinion as set forth above. We assume 
n‘ xmsibility to inform Progress of any such change or inaccuracy that may occur or come to our attention 

We are fumishmg this opinion solely for the benefit of Progress. Furthermore, we are fiunishing this opinion solely in connection with the 
\ i  

Merger and this opinion is not to be relied upon, used, circulated: quoted, or otherwise referred to for any other purpose or by any other person 
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without our prior written consent We hereby consent to the filing of this opinion with the Securities and Exchange Commission as an exhibit to 
the Form S-4, and to the references therein to us. In giving such consent, we do not thereby admit that we are in the category of persons whose 
consent is required under Section 7 of the Securities Act of 1933, as amended 

2 
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EX-8.2 4 dex82.htrn FORM OF OPINION OF WACHlXLL, LIPTON, ROSEN & KATZ 
Exhibit 8.2 

i Form of Opinion of Wachtell, Lipton, Rosen & Katz] 

[-I. 2011 

Duke Energy Corporation 
526 South Church Street 
Charlotte, North Carolina 28202 

Ladies and Gentlemen 

We have acted as special counsel to Duke Energy Corporation, a Delaware corporation (“nukel)), in connection with the proposed merger 
(the “Mercer”) of Diamond Acquisition Corporation, a North Carolina corporation and a direct wholly-owned subsidiary of Duke Energy 
(“Merger Sub”), with and into Progress Energy, Inc., a North Carolina corporation (“Progress”) pursuant to the Agreement and Plan of Merger 
(the ‘‘=) dated as of January 8,201 1, by and among Duke, Merger Sub, and Progress. At your requesf we are rendering our opinion 
conceming certain United States federal income tax matters. All capitalized terms used but not defied herein shall have the meanings ascribed to 
them in the Agreement, and any reference to any document includes a reference to any exhibif appendix or similar attachment thereto. 

In providing our opinion, we have reviewed and relied upon (i) the Agreement; (ii) the registration statement on Form S-4 fded in 
connection with the Merger and the joint proxy statementlprospectus contained therein, as amended through the date hereof (the “Form S-4”); 
(iii) the officer’s certificate of Duke and Merger Sub, dated the date hereof and delivered to us for the purposes of this opinion (the ‘‘Duke 
Officer’s Certificate”) and the officer’s certificate of Progress, dated the date hereof and delivered to us for the purposes of this opinion (the 
‘‘Promess Officer’s Certificate,” and together with the Duke Officer’s Certificate, the “Officer’s Certificates”); and (iv) such other documents as we 
have deemed necessary or appropriate for purposes of our opinion. 

In addition, we have assumed that (i) the transaction will be consummated in accordance with the provisions of the Agreement and as 
described in the Form 5-4, without amendment, waiver or modification of any of the terms or conditions set forth therein, (ii) the statements 
cy ming the transaction and the parties thereto set forth in the Agreement are true, complete and correct, and the Form S-4 is true, complete and 
ck -t, (iii) the statements and representations (which statements and representations we have neither investigated nor verified) 

Duke Energy Corporation 

Page 2 
[-I, 201 1 

contained in the Officer’s Certificates are true, complete and correct and will remain true, complete and correct at all times up to and including the 
Effective Time, (iv) the Officer’s Certificates will be re-executed by appropriate officers as of the Effective Time, (v) all statements and 
representations qualified by knowledge, belief or materiality or comparable qualification are and will be true, complete and correct as if made 
without such qualification, (vi) all documents submitted to us as originals are authentic, all documents submitted to us as copies conform to the 
originals, all relevant documents have been or will be duly executed in the form presented to us and that all ~ t u r a l  persons are of legal capacity, 
(vii) the Merger will @fY as a statutory merger under the NCBCA, (viii) Duke, Merger Sub and Progress and their respective subsidiaries will 
treat the Merger for United States federal income tax purposes in a manner consistent with the opinion set forth below, and (a) all applicable 
reporting requirements have been or will be satisfied If any of the above described assumptions are untrue for any reason, then the continuing 
validity of our opinion as expressed below may be adversely affected 

Based upon and subject to the foregoing, we are of the opinion that for United States federal income tax purposes the Merger will constitute a 
“reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the “w). 

Except as expressly set forth above, we render no other opinion, includmg, without limitation, any opinion as to the United States federal, 
state, local, foreign, or other tax consequences. Our opinion as expressed above is based on current provisions of the Code, Treasury Regulations 
promdgated thereunder, published pronouncements of the Internal Revenue Service and case law, any of which may be changed at any time with 
retroactive effect. Any change in applicable laws or the facts and circumstances surrounding the transaction, or any inaccuracy in the statements, 
facts, assumptions or representations upon which we have relied, may affect the continuing validity of our opinion as set forth above. We assume 
no responsibility to inform Duke of any such change or inaccuracy that may occur or come to our attention. 

i ire are fumishq this opinion solely for the benefit of Duke. Furthermore, we are f u r n i s h  this opinion solely in connection with the 
Merger and this opinion is not to be relied upon, used, circulated, quoted, or otherwise referred to for any other purpose or by any other person 
without our prior written consent We hereby consent to the fding of this opinion with the Securities and Exchange Commission as an exhibit to 
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the Form S-4, and to the references therein to us. In giving such consent, we do not thereby admit that we are in the categoxy of persons whose 
consent is required under Section 7 of the Securities Act of 1933, as amended 
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EX-23.1 5 de~23l.htm CONSENT OF DELOI'TTE & TOUCHE LLP FOR DUKE ENERGY CORPORATION 
Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTEXXED PUBLIC ACCOUNTING l?lRM 

consent to the incorporation by reference in this Amendment No. 1 to Registration Statement on Form S-4 of our report dated 
February 25,201 1, relating to the fmncial statements and financial statement schedules of Duke Energy Corporation and subsidiaries (the 
"Company"), and the effectiveness of the Company's internal control over financial reporting, appearing in the Annual Report on Form 10-K of the 
Company for the year ended December 31, 2010, and to the reference to US under the headulg "Ekperts," which is part of this Registration 
Statement. 

/s/ Deloitte & Touche LLP 

Charlotte, North Carolina 
April 8,201 1 



Consent of Deloitte & Touche LLP for Progress Energy, Inc. 

EX-23.2 6 dex232.htm CONSENT OF DELOITTE & TOUCHE LLP FOR PROGRESS ENERGY, INC. 
Exhibit 23.2 

i CONSENT OF INDEPENDENT REGISTERFIf PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in this Amendment No. 1 to Registration Statement on Form S-4 of our reports dated 
February 28,201 1, relating to the consolidated f m c i a l  statements and consolidated fmancial statement schedule of Progress Energy, Inc. and 
subsidiaries (“Progress Energy”), and the effectiveness of Progress Energy’s internal control over f m c i a l  reporting, appearing in the Annual 
Report on Form 10-K of Progress Energy for the year ended December 31, 201 0, and to the reference to us under the hea- “Experts,” which is 
part of this Registration Statement 

Is /  Deloitte & Touche LLP 

Raleigh, North Carolina 
April 8,201 1 
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EX-99.5 7 dex995.htm CONSENT OF J.P. MORGAN SECURITIES LLC 
Exhibit 99.5 

i 
T. - oard of Directors 
Duke Energy Corporation 
526 South Church Street 
Charlotte, North Carolina 28202 

The Board of Directors: 

We hereby consent to the inclusion of our opinion letter, dated January 8,201 1, to the Board of Directors of Duke Energy Corporation (“Duke 
Energy”) as Annex B to, and reference thereto in, the joint proxy statementlprospectus relating to the proposed transaction involving Duke Energy 
and Progress Energy, Inc., which joint proxy statementlprospectus forms a part of the Registration Statement on Form S-4 of Duke Energy. By 
giving such consent, we do not thereby admit that we are experts with respect to any part of the Registration Statement within the meaning of the 
term “expert” as used in, or that we come within the category of persons whose consent is required under, the Securities Act of 1933, as amended, 
or the rules and regulations of the Securities and Exchange Commission promulgated thereunder. 

1st J.P. Morgan Securities LLC 
J.P. MORGAN SECURITIES LLC 

April 8,201 1 
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Consent of Merrill Lynch, Pierce, Fenner & Smith Incorporated 

EX-99.6 8 dex996.htm CONSENT OF MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED 
Exhibit 99.6 

I 

.- 

Merrill Lynch, Pierce, Fermer & Smith Incorporated 

April 8,201 I 

Board of Directors 
Duke Energy Corporation 
526 South Church Street 
Charlotte, NC 28202 

Members of the Board 

We hereby consent to the inclusion of our opinion letter, dated January 8,201 1, to the Board of Directors of Duke Energy Corporation (“Duke 
Energy”) as Annex C to, and to the reference thereto under the headmgs “Summary-Opinions of Financial Advisors-Opinions of Financial 
Advisors to Duke Energy-opinion of BofA Merrill Lynch,” “The Merger-Background of the Merger,” “The Merger-Duke Energy’s Reasons 
for the Merger and Recomm 
Opinion ofBofA Menill Lynch 
Energy, Inc. (“Progress Energy”), whiclijoint proxy stabment/prospectus forms a part of Amendment No. 1 to Duke Energy’s Registration 
Statement onForm S-4 to which this consent is filed as an exhibit Ingiving the foregoing consent, we do not admit (1) that we come within the 
category of persons whose consent is required under Section 7 of the Securities Act of 1933, as amended (the “Securities Act”), or the rules and 
regulations of the Securities and Exchange Commission (the “Commission”) promulgated thereunder, or (2) that we are experts with respect to any 
part of the Registrati 
Commission prornu 

Very truly yours, 

/s 

MERRILL LYNCH., PIECE, FENNER & SMITH 

ment within the meaning of the term “experts” as used in the Securities Act and the rules and regulations of the 

nil1 Lynch, Pierce, Fermer & Smith 

INCORPORATED 

Merrill Lynch, Pierce, Fermer & Smith Incorporated member FINRA/SIPC, is a subsidiary of Bank of America Corporation 

Merrill Lynch, Pierce, Fermer and Smith Incorporated 
One Bryant Park New York, NY 10036 

http://www.sec.gov/Archives/edgar/data/l326 160/0 00 1 1 93 125 1 1 092 5 1 7/dex9 06 .htm[4/2 1 /20 1 1 1 1 : 29:41 AM] 

http://www.sec.gov/Archives/edgar/data/l326


Consent of Lazard Freres & Co. LLC 

EX-99.7 9 dex997.htrn CONSENT OF LAZARD FRERES & CO. LLC 
Exhibit 99.7 

LAZAR 

April 8,201 1 

The Board of Directors 
Progress Energy, Inc. 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 

Dear Members of the Board: 

We hereby consent to the inclusion of our opinion letter, dated January 8,201 I, to the Board of Directors of Progress Energy, Inc. as 
h e x  D to, and reference thereto under the headrags “Summary-Recommendation of the Board of Directors of Progress Energy-Opinions of 
Financial Advisors to Progress Energy-Opinion of Lazard Frkres & Co. LLC,” “The Merger-Background of the Merger,” “The Merger- 
Progress Energy’s Reasons for the Merger and Recomrhendation of Progress Energy’s Board of Directors” and “The Merger-Opinions of 
Financial Advisors to Progress Energy-Opinion of Lazard Frkres & Co. LLC” in, the joint proxy statemenilprospectus relating to the proposed 
transaction involving Progress Energy, Inc. and Duke Energy Corporation, which joint proxy statementlprospectus forms a part of Amendment No. 
1 to the Registration Statement on Form S-4 of Duke Energy Corporation (the “Registration Statement”). By giving such consent, we do not 
thereby admit that we are experts with respect to any part of suchRegistration Statementwithin the meaning of the term “expert” as used in, or that 
we come within the category of persons whose consent is required under, the Securities Act of 1933, as amended, or the rules and regulations of the 
Securities and Exchange Commission promulgated thereunder. 

Very truly yours, 

LAZARI) Fl-aREs & co. LLC 

By: Is/ George Bilicic 
George Bilicic 
Managing Director 
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745 Seventh Avenue 
New York, NY 10019 
United States 

April 8,201 1 

CONSENT OF BARCLAYS CAPITAL INC. 

anuary 8,201 1 to the Board of Directors of P 
t forms a part of Amendment No. 1 to the Re 

rgy, Inc. (the 
Statement onForm S-4 

business combination transaction between the Company and Duke Energy Corporation and (ii) the references in the Registration Statement to such 
opinion and our fim in the Registration Statement under the headmgs “Summary-Recommendation of the Board of Directors of Progress Energy 
-Opinions of Financial Advisors to Progress Energy-Opinion of Barclays Capital Inc.,” “The Merger-Background of the Merger,” “The 
Merger-Progress Energy’s Reasons for th 
of Financial Advisors to Progress Energ 

In giving such consent, we do not admit that we come within the category of persons whose consent is required under Section 7 of the U.S. 
Securities Act of 1933, as amended, or the rules and regulations adopted by the U. S. Securities and Exchange Commission thereunder, nor do we 
admit that we are experts with respect to any part of the Registration Statement within the meaning of the term “experts” as used in the U.S. 
Securities Act of 1933, as amended, or the rules and regulations of the US. Securities and Exchange Commission thereunder. 

oration on April 8,201 1 (the “Registration Statement”), relating to the proposed 

r andRecommendation of Progress Energy’s Board of Directors” and “The Merger-Opinions 
n of Barclays Capital Inc.”. 

Very truly yours, 

BARCLAYS CAPITAL INC. 

By: I s /  Tyler Miller 
Name: Tyler Miller 
Title: Managing Director 
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