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Duke Energy Kentucky

Case No. 2011-124

Staff First Set Data Requests
Date Received: April 28, 2011

STAFF-DR-01-030

REQUEST:

Provide all post-merger anticipated changes to the organizational charts provided in
response to the preceding request Also indicate where one person will be occupying two
or more positions within the same entity or among entities.

RESPONSE.:

Please see response to Staff-DR-01-28 It is unknown at this time what other changes will
be made. As indicated in Direct Testimony of Julie S. Janson at page 33, lines 13-15, “the
management team at Duke Energy Kentucky will remain the same and both Duke Energy
and Progress Energy share similar goals and a common vision for our industry and our
company.”

PERSON RESPONSIBLE: AR Mullinax






Duke Energy Kentucky

Case No. 2011-124

StafT First Set Data Requests
Date Received: April 28, 2011

STAFF-DR-01-031

REQUEST:

Provide Duke Energy’s Poxy Statements for its Annual Meeting of Shareholders held in
2010 and 2011, and Progress Energy’s Proxy Statement for its Annual Meeting of
Shareholders held in 2011

RESPONSE:
See Staff-DR-01-031 (1) and (2) Attachments for Duke Energy.
See Staff-DR-01-031 (a) and (b) Attachments for Progress Energy.

PERSON RESPONSIBLE: James E Rogers/ Stephen De May (Duke)
Holly H. Wenger (Progress)
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Progress Encrgy. Inc
110'S. Wilmingtlon Strect
Raleigh. NC 27601-1849

March 31. 2010
Dear Sharcholder:

[ am pleased to invite vou to attend the 2010 Annual Mccting of the Sharcholders of Progress Encrgy. Inc.
The mecting will be held at 10:00 a.m. on May 12, 2010. at the Progress Energy Center for the Performing Arts.
2 East South Street. Raleigh, North Carolina.

As described in the accompanying Notice of Annual Mccting of Sharcholders and Proxy Statement.
the matters scheduled to be acted upon at the meeting for Progress Encrgy. Inc. are the clection of directors. the
ratification of the selection of the independent registered public accounting firm for Progress Energy. Inc.. and a
sharcholder proposal regarding the adoption of a “hold-into-retirement” policy for equily awards

We are pleased to take advantage of the Securities and Exchange Commission rules that permil companies
to clectronically deliver proxy materials to their sharcholders. This process allows us to provide our sharcholders
with the information they need while lowering pnnting and mailing costs and more efficiently complying with
our obligations undcr the sccuritics faws, On or about March 31, 2010, we mailed to our registered and benceficial
sharcholders a Notice containing instructions on how to access our combined Proxy Statemnent and Annual Report
and vote online.

Regardless of the size of vour holdings. it is important that vour shares be represented at the mecting.
IN ADDITION TO VOTING IN PERSON AT THE MEETING. SHAREHOLDERS OF RECORD MAY
VOTE VIA ATOLL-FREE TELEPHONE NUMBER OR OVER THE INTERNET SHAREHOLDERS WHO
RECEIVED A PAPER COPY OF THE PROXY STATEMENT AND THE ANNUAL REPORT MAY ALSO VOTE
BY COMPLETING. SIGNING AND MAILING THE ACCOMPANYING PROXY CARD IN THE RETURN
ENVELOPE PROVIDED AS SOON AS POSSIBLE. IF YOUR SHARES ARE HELD IN THE NAME OF A BANK.
BROKER OR OTHER HOLDER OF RECORD. CHECK YOUR PROXY CARD TO SEE WHICH OPTIONS ARE
AVAILABLE TO YOU Voting by amy of these methods will ensure that y our vote 1s counted at the Annual Mceting if
vou do not attend in person

Fam delighted that vou have chosen to imest in Progress Encrgy. Inc.. and look fonwvard 1o sceing son at
the meeting. On behall of the management and directors of Progress Encrgy . Inc.. thank v ou for y our continucd
support and confidence in 2010

Jéé/wq %M

William D Johnson
Chairman of the Board. President and
Chief Executive Officer
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VOTING YOUR PROXY IS IMPORTANT

Your vole is important. To ensure vour representation at the Annual Meeting. please vote your
shares as promptly as possible. In addition to voting in person. sharcholders of record may VOTE VIA A
TOLL-FREE TELEPHONE NUMBER OR OVER THE INTERNET, as instructed in the materials.

If vou received this Proxy Statement by mail, please prompthy SIGN, DATE and RETURN the
enclosed proxy card or VOTE BY TELEPHONE in accordance with the instructions on the enclosed
prosy caid so that as many shares as possible will be represented at the Annual Meeting, A self-addressed
em clope. which requires no postage if mailed in the United States, is encloscd for your com enience.
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PROGRESS ENERGY, INC.
416 S, Wilmington Street
Raleich, North Carclina 27601-1849

NOTICE OF THE ANNUAL MEETING OF SHAREHOLBERS
TO BE HELD ON

MAY 12, 20160

The Annual Mceting of the Shareholders of Progress Encrgy. Inc. (the “Compam ) will be held at
(000 am. on Mav 12 2010, at the Progress Energy Center for the Performing Arts. 2 East South Street. Raleigh.
North Carohina. The meeting will be held in order to:

(1 Elect fourtcen (14) directors of the Compans. each to serve a one-vear term. The Board of
Directors recommends ayole FOR cach of the nomincees for directlor

(2) Ratifv the sclection of Deloitte & Touche LLP as the independent registered public accounting
firm for the Company. The Board of Dircctors recommends a vote FOR the ratification of the
selection of Deloitte & Touche LLP as the Company's independent registered public accounting
firm.

(3) Vote on a shareholder proposal regarding the adoption of a “hold-into-retirement” policy for equity
awards. The Board of Directors recommends a vote AGAINST the sharcholder proposal.

+) Transact any other business as may properly be brought before the mectling

All holders of the Company’'s Cominon Stock of record at the close of business on March 3. 2010, are
entitled to attend the meeting and to vote. The stock transfer books will remain open.

By order of the Board of Directors

JOHN R. MCARTHUR
Exccutive Vice President
and Corporate Secretany

Raleigh. North Carolina
March 31. 2010
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PROXY STATEMENT
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PROGRESS ENERGY, INC.
416 S, Wilmington Street
Raleigh, North Carolina 27601-1849

PROXY STATERENT
GENERAL

This Proxy Statement is furnished in connection with the solicitation by the Board of Dircctors (at times
referred o as the “Board ™) of proxies to be used at the Annual Mecting of Sharcholders. That meeting will be held
at 10:00 am. on May 122010, at the Progress Encrgy Center for the Performing Arts. 2 East South Street. Raleigh.
North Carolina (For directions to the meeting location. please see the map included at the end of this Proxy Statement )
Throughout this Proxy Statement. Progress Encrgy. Inc. is at times referred to as "Progress Energy.” "we.” “our” o1
~us.” This Proxy Statement and fonn of proxy were [irst sent to sharcholders on or about March 31, 2010

An audio Webcast of the Annual Mecting of Sharcholders will be available online in Windows Media
Plaver fonmat at wirw progress-energv.cont investor. The Webcast will be archiv ed on the site for three months
following the date of the mecting.

Copies of our Annual Report on Form 10-K for the vear ended December 31, 2009, including
financial statements and schedules, are available upon written request, without charge, to the persons whose
proxies are solicited. Any exhibit to the Form 10-K is also available upon written request at a reasonable
charge for copying and mailing. Written requests should be made to Mr. Thomas R. Sullivan, Treasurer,
Progress Energy, Inc., P.O. Box 1551, Raleigh, North Carvolina 27602-1551. Qur Form 10-K is also available
through the Securities and Exchange Commission’s (the “SEC”) Web site at wimesec.gov or through our Web
site at i progress-energy.com/investor. The contents of these Web sites are not, and shall not be deemed to
be, a part of this Proxy Statement or proxy solicitation materials.

In accordance with the *notice and access” rule adopted by the SEC. we are making our proxy materials
available to our shareholders on the Internet, and we are mailing to our registered and beneficial holders a
“Notice of Internet Availability of Proxy Materials” containing instructions on how to access our proxy materials
and how to vote on the Internet and by telephone. If vou received a “Natice of Internet Availability of Prox)
Materials” and would like to receive a printed copy of our proxy materials, free of charge, you should follow the
instructions for requesting such materials below.

We have adopted a procedure approved by the SEC called “householding.” Under this procedure,
shareholders of record who have the same address and last name and do not participate in the electronic
delivery of proxy materials will receive only one copy of our Proxy Statement and Annual Report, unless one
or more of the shareholders at that address notifies us that they wish to continue receiving individual copies.
We believe this procedure provides greater convenience to our sharcholders and saves money by reducing our
printing and mailing costs and fees.

If you prefer to receive a separate copy of our combined Proxy Statement and Annual Report, please
wriie to Shareholder Relations, Progress Energy, Inc., P.O. Box 1551, Raleigh, North Cavolina 27662-1551 or
telephone our Shareholder Relations Section at 919-546-3014, and we will promptly send you a separate copy.
I vou are currently receiving multiple copies of the Proxy Statement and Annual Report at your address and
would prefer that a single copy of each be delivered there. you may contact us at the address or telephone
number provided in this paragraph.
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PROXIES

The accompany ing proxy is solicited by our Board of Dircctors. and we will bear the cntire cost of
solicitation We expect te solicit proxies primarily by telephone. mail. c-mail or other clectronic media or personally
by our and our subsidiarics’ officers and cniplovees. who will not be speciathy compensated for such services. In
addition. the Compamy will engage Morrow & Co . LLC. 1f necessan . to assist in the solicitation of proxics on
behalf of the Board It is anticipated that the cost of the solicitation sen ice {0 the Company will be approximately
$35.000 plus out-of-pocket expenses

You may vote shares erther i person or by duly authorized proxy. In addition. y ou may vote your shares
by (clephone or via the Internet by following the instructions provided on the enclosed proxy card. Please be awarc
that if vou votc via the Internet. you may incur costs such as telecommunication and Internct access charges for
which vou will be responsible. The Internet and telephone voting facilities for shareholders of record will close
at 1201 am ED.T on the morning of the meeting. Any shareholder who has exccuted a proxy and attends the
meeting may clect to vote in person rather than by proxy. You may revoke any proxy ghven by vou in responsc
to this solicitation at any time before the proxy is exercised by (i) delivering a writien notice of revocation to our
Corporate Secretary. (i) timely filing. with our Corporate Secretany. a subsequently dated. properly executed provy.,
or (i) attending the Annual Mceting and electing to vote i person. Your attendance at the Annual Mecting. by
itself. will not constitute a revocation of a proxy. If vou vote by telephonc or via the Internet. you may also revoke
yvour vote by any of the three methods noted above. or you nay change vour vote by voting again by telephone or
via the Internct. If vou decide to vote by completing and mailing the enclosed proxy card. vou should rctain a copy
of certain identifying information found on the proxy card in the event that vy ou decide later to change or revoke
vour proxy by accessing the Internet. You should address any written notices of proxy revocation to: Progress
Encrgy. Inc.. PO. Box 1551. Raleigh. North Carolina 27602-15351. Attention: Corporate Secretary

Al shares represented by effective proxies received by the Company at or before the Annual Meeting. and
not revoked before they are excreised. will be voted in the manncr specificd therein. Exceuted proxies that do not
contain voting instructions will be voted “FOR? the clection of all directors as set forth in this Proxy Statement:
“FOR” the ratification of the sclection of Deloitte & Touche LLP as our independent registered public accounting
firm for the fiscal year ending December 31. 2010, as set forth i this Proxy Statement: and “AGAINST” the
sharcholder proposal regarding the adoption of a "hold-into-retircment” policy for cquity awards as sct forth in this
Proxv Statenient. Proxies will be voted at the discretion of the named proxies on any other business properly brouglht
before the meeting.

If you arc a participant in our 401(k) Savings & Stock Ownership Plan. shares allocated to your Plan
account will be voted by the Trustee only if vou execute and return vour proxy. or vote by telephone or via the
Intcrmet. Plan participants must provide voting instructions on or before 139 pm ED T on May 9. 2010
Compamy stock remaining in the ESOP Stock Suspense Account that has not been allocated to employ ec accounts
shall be voted by the Trustee in the samc proportion as shares voted by participants in the 401(k) Plan.

If vou are a participant in the Savings Plan for Emplovees of Florida Progress Corporation (the "FPC
Savings Plan"). shares allocated to your Plan account will be voted by the Trustee when y ou exceute and return y our
proxy. orvote by telephone orvia the Internet If no direction is given. your shares will be voted in proportion with
the shares held in the FPC Savings Plan and in the best interest of the FPC Savings Plan

Special Note for Shares Held in “Street Name™

1f v our shares are held by a brokerage firm. bank or other nominee ti.e.. in “street name ). you will recenve
directions from vour nomince that vou must follow in order to have vour shares yoted. ~“Street name” sharcholders
who wish to vote in person at the meeting will need to obtain a special proxy form [rom the brokerage firm. bank or
other nomince that holds their shares of record. You should contact vour brokerage firm. bank or other nominee for
details regarding how vou may obtain this special proxy form
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If vour shares are held in “street name” and vou do not give instructions as to how vou want vour shares voted
{anomvote” ). the brokerage firm. bank or other nominee whe holds Progress Energy shares on vour behalf may vote
the shares at its discretion with regard to “routine” matiers, However. such brokerage firm. bank or other nominee is not
required to vote the shares of Common Stock. and therefore these uirvoted shares would be counted as “broker nonvotes.”

With respect to “routine” matters. such as the ratification of the selection of the independent registered
public accounting finn. a brokerage firm. bank or other nominee has authority (but is not required) under the rules
governing self-regulatory organizations (the “SRO rules ). including the New York Stock Exchange ("NYSE™).

10 vote its cliems’ shares if the clients do not provide instructions When a brokerage firm. bank or other nominee
votes its clients” Common Stock shares on routine matters without receiving voting instructions. these shares are
counted both for establishing a quorum {o conduct business at the meeting and in determining the number of shares
voted “FOR™ or “AGAINST” such routine matters. The NYSE recently amended its rules to make the election of
directors 2 “nonroutine” matter

With respect to “nonroutine” matters. including the election of directors and shareholder proposals. a
brokerage firm. bank or other nominee is not permitted under the SRO rules to vote its clients” shares if the clients
do not specifically instruct their brokerage firm. bank or other nominee on how to vote their shares. The brokerage
firm. bank or other nominee will so note on the vote card. and this constitutes a “broker nonvote.” “Broker
nonvotes” will be counted for purposes of establishing a quorum to conduct business at the meeting but not for
determining the number of shares voted “FOR,” “AGAINST” or “ABSTAINING” from such nonroutine matters.
At the 2010 Annual Meeting of Shareholders. two nonroutine matters. the election of 14 directors of the Company
with terms expiring in 2011 and a shareholder proposal regarding the adoption of a “hold-into-retirement” policy for
equity awards. will be presented for a vote

Accordingly, if you do not vote your proxy, your brokerage firm, hank or other nominee may either:
(i) vote your shares on routine matters and cast a “broker nonvote” on nonroutine matters, or (i) leave your
shares unvoted altogether. Therefore, we encourage you to provide instructions te your brokerage firm, bank
or other nominee by voting vour proxy. This action ensures that your shares and voting preferences will be
fully represented at the meeting,

VOTING SECURITIES

Our directors have fixed March 5. 2010, as the record date for sharcholders entitled to vote at the Annual
Meecting Onhy holders of our Common Stock of record at the close of business on that date arc eatitled to notice of
and to vote at the Annual Mecting. Each share is cntitled to onc vote. As of March 5. 2010, there were outstanding
284.645.924 shares of Common Stock.

Consistent with state Taw and our By -Laws. the presence. in person or by proxy. of holders ol at lcast a
majority of the total number of Common Stock shares entitled 1o vote 1s necessany o constitute a quorum for the
transaction of business at the Annual Mecting Once a sharc of Common Stock is represented for any purposc at a
mecting. it is deemed present for quonum purposes for the remainder of the meeting and any adjournment thereof.
unless a new record date is or must be set in connection with any adjournment. Conmmon Stock shares held of record by
sharcholders or their nominees who do not vote by proxy or attend the Annual Mcecting in person will not be considered
present or represented at the Annual Meceting and will not be counted 1 determining the presence of a quorum Provics
that withhold authority or reflect absientions or “broker nonvoics will be counted for purposcs of determining whether
2 (UOruIm is present

Pursuant to the provisions of our Arnticles of Incorporation. as amended cffective May 10, 2006, a candidate
for director will be elected upon receipt of at least a majority of the votes cast by the holders of Comimon Stock entitled
1o vote. Accordingh . assuming a quorum is present. cach director shall be elected by a5 ote of the majority of the yoles
cast with respect to that dircctor A majority of the voles cast means that the number of shares voted “FOR™ a director
must exceed the number of votes cast *fAGAINST™ that dircctor Shares voting “ABSTAIN" and shares held in “streat
name” that are not v oted i the election of directors will not be included in determining the number of votes cast
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Approval of the proposal to ratifv the selection of our independent registered public accounting firm. and other
matters properhy brought before the Annual Meeting. if anv. generally will require the affirmative vote of a majority of
votes actually cast by holders of Common Stock entitled to vote Assuming a quorum is present. the number of “FOR”
votes cast at the meeting for this proposal must exceed the number of “AGAINST™ votes cast at the meeting in order
for this proposal o be approved Abstentions from voting and “broker nonvotes™ will not count as votes cast and will
not have the effect of a “negative” vote with respect to any such matters

Approval of the sharcholder proposal regarding the adoption of & “hold-into-retirement” policy for equity
awards will require the affinmative vote of a majority of the shares cast on the proposal provided that the 1otal votes
cast on the proposal represents over 30 percent of the shares entitled (o vote on the proposal. Abstentions will not have
the effect of "negative” votes with respect to the proposal. Shares held in “street name ™ that are not voted with respect
to the shareholder proposal regarding the adoption of a “"hold-into-retirement” policy for equity awards will not be
included in determining the mimber of voles cast.

We will announce preliminary voting results at the Annual Meeting, We will publish the final results ina
current report on Form 8-K within four {4) business davs of the Annual Meeting. A copy of this Form 8-K may be
obtained without charge by any of the means outlined above for obtaining a copy of our Annual Report on Form 10-K.

PROPOSAL 1—ELECTION OF DIRECTORS

The Company's amended By-Laws provide that the number of directors of the Company shall be between
cleven (11) and fifteen (13). The amended By-Laws also proyvide for annual elections of cach director. Directors will
ser ¢ one-s car terms upon clection at the 2010 Annual Mccting of Sharcholders.

Our Articles of Incorporation require that a candidate in an uncontested clection for director receive a majority
of the votes cast inorder to be elected as a director (i.¢.. the number of votes cast “FOR” a director must exceed the
number of votes cast *AGAINST” that dircctor). In a contested clection (i.c.. a situation in which the number of
nominecs exceeds the number of directors to be clected). the standard for clection of directors will be a pluralily of the
votes cast. Under North Carolina law. a director continucs to serve in office until his or her successor is clected or until
there ts a decrease in the number of directors. even if the dircctor is a candidate for re-clection and does not receive the
required vote, referred to as a “holdover director” To addzess the potential for such a “holdover director.” our Board
of Dircctors approved a provision in our Corporate Governance Guidelines. That provision states that if an incumbent
director is nominated. but not re-clected by a majority vote. the director shall tender his or her resignation to the Board.
The Corporate Governance Commitiee (the “Goy ernance Committee™) would then make a recommendation to the
Board whether to accept or reject the resignation. The Board will act on the Goy ermance Conumitiee's recommendation
and publicly disclose its decision and the rationale regarding it within 90 days after receipt of the tendered resignation.
Am director who tenders his or her resignation pursuant to this provision shall not participate in the Governance
Committee’s recommendation or Board of Directors’ action regarding the acceptance of the resignation offer. However.
i all members of the Governance Commmittee do not recenv e a vote sufficient for re-clection. then the independent
directors who did not fail to recenve a suflicient vote shall appoint a committec amongst themsch ¢s to consider the
resignation offers and recommend to the Board of Directors whether 1o accept them. If the onhy directors who did not
fail 1o receiv e a sufficienty ote for re-clection constitute three or fewer directors. all directors may participate in the
action regarding whether to accept the resignation offers

Based on the report of the Governance Committee (see page 13). the Board of Directors nominates the
following 14 nominees to sen ¢ as dircctors with terms expinng m 2011 and until their respectiy e successors are elected
and quatificd John D Baker 1L James E Bostic. Jr. Harns E. DcLoach. Jr. James B. Hyler, Jr. William D. Johnson.
Robert W Jones. W Steven Jones. Melquiades R, "Mel™ Martinez, E Marie McKee. John H. Mullin. TL
Chartes W Prvor Jr. Carlos AL Saladngas. Theresa M. Stone and Alfred C Tollison. Jr.

There are no famihy relationships between any of the directors. any exceutive officers or nominces for director
of the Compam or its subsidiaries. and there is no arrangement or understanding between any director or director
nomince and am other person pursuant to v hich the director or directior nominee was selected
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The election of directors will be determined by a majority of the voies cast at the Annual Meeting at which
a quorum is present This means that the number of yotes cast “FOR™ a director muisi exceed the number of votes
cast “"AGAINST” that director in order for the divector 1o be clected. Abstentons and broker nom otes. if am . arc
not treated as votes cast and therefore. will have no effect on the proposal to cicat directors. Sharcholders do not

have cumulative voting rights in connection with the clection of dircctors

Valid proxies received pursuant 1o this solicitation will be voted in the manner specified Where
specifications are not made. the shares represented by the accompanying provy will be voted “FOR™ the election
of each of the 14 nominees. Voles (other than abstentions) will be cast pursuant to the accompanving proxy for the
election of the nominees listed above unless. bv reason of death or other unexpected occurrence. one or more of
such nominees shall not be available for election. in which event it is intended that such votes will be cast for such
substitute nominee or nominees as mav be determined by the persons named in such proxy. The Board of Directors
has no reason to believe that anv of the nominees listed above will not be available for election as a director

The Board of Directors. acting through the Goyemance Commiittee. is responsibie for assembling for
sharcholder consideration a group of nominecs that. taken together. have the experience. qualifications. attributes
and skills appropriate for functioning effectively as a board The Governance Comimittee regularly reviews the
composition of the Board in light of the Compamy’s changing requircments and its asscssment of the Board's
perforinance. A discussion of the characteristics the Govermance Committee fooks for in evaluating director
candidates appears in the ~Governance Committee Process for Identifving and Evaluating Director Candidates™
section on page 18 of this Proxy Statement.

The names of the 14 nominees for election to the Board of Directors. along with their ages. principal
occupations or emplovment for the past five vears. directorships of public companies held during the past five vears.
and disclosures regarding the specific experience. qualifications. attributes or skills that led the Board to conclude
that such individual should scrve on the Board. arce sct forth below. Messrs. John D. Baker 11 and Mclquiades
R. "Mel™ Martinez. who were clected by the Board on September 17. 2009 and March 1. 2010, respectively. are
dircctors standing for clection to the Board by our sharcholders for the first time. Mr. Baker was recommended to
the Governance Commitice by one of our non-management directors. and Mr. Martincz was recommended to the
Govcrnance Commitice by William D Johnson. who is our Chainman of the Board. President and Chief Exccutive
Officer. (Carolina Power & Light Company d/b/a Progress Encrgy Carolinas. Inc. ("PECT) and Flornda Power
Corporation d/b/a Progress Encrgy Florida. Inc. ("PEF™). which arc noted below. are wholly owned subsidiarics of
the Company ) Information concerning the number of shares of our Comumon Stock beneficially owned, directly or
indirectly. by all current directors appears on page 10 of this Proxy Statement

The Board of Directors recommends a vote “FOR” each nonunee for director.

Nominees for Election

JOHN D BAKER 11. age 61. is President and Chief Exccutive Officer of Patriot Transportation Holding.
Inc.. which is engaged in the transportation and rcal estate businesses. He has sernved im these positions since
November 2007 Mr Baker was President and Chicl Exceutin ¢ Officer of Florida Rock Industrics. Inc.. a producer of
cement. aggregates. concrete and concrele products from 1997 1o 2007, As a lawyer and business exccutihv ¢ with more
than 35 vears of experience in the construction materials and trucking industrics. Mr. Baker brings business insight
and expertise that will be valuable to the Company as it navigates a complex and changing business cm ironment

Mr. Baker has served as a director of the Compamy since September 17, 2009 and 1s a member of the Board's Finance
Commnuttee and the Organization and Compensation Committee

Other public directorships in past jive years

Patriot Transportation Holding. Inc (1986 to present)

Wells Fargo & Compay {January 200% (o present)

Vulcan Materials Co (November 2007 until February 2009)
Wachovia Bank. N A (2001 10 December 2008)

Florida Rock Industries. Inc (1979 until November 20407)
Hughes Supplv. Inc. (1994 until 2006)
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JAMES E BOSTIC JR . age 62. has been Managing Director of HEP & Associates. a business consulting
firm., and a partner of Coleman Lew & Associates. an executive search consulting {irm. since 2006 He retired as
Executive Vice President of Georgia-Pacific Corporation. a manufacturer and distributor of tissue. paper. packaging
building products. pulp and related chemicals. in 2006, During his 20 vears at Georgia-Pacific. Mr. Bostic served
in various senior positions. including a stint as senior vice president—Environmental. Government Affairs and
Conmumunications Over the vears. Mr. Bostic's business background and his expertise on environmental and
regulatory issues have been significant assets to the Company. That expertise will be particularly helpful as we
continue to address new laws and regulations regarding global climate change and other environmental issues
Additionally. due 10 his vears of service on the Board. Mr Bostic has developed a keen understanding of hou
the Company operates. the kev issues it faces. and its strategy for addressing those issues as it carries out its
responsibilities to its shareholders and other stakeholders. He has sen ed as a director of the Company since 2002
Mr. Bostic is a4 member of the Board's Audit and Corporate Performance Committee. the Nuclear Project Oversight
Committee and the Operations and Nuclear Oversight Committee

HARRIS E DELOACH. JR . age 65 is Chairman. President and Chief Executive Officer of Sonoco
Products Companv, a manufacturer of paperboard and paper and plastic packaging products. since April 2005 He
served as President and Chief Executive Officer of Sonoco Products from July 2000 to April 2005. Mr. DeLoach
joined Sonoco Products in 1986 and has served in various management positions during his tenure there Prior to
joining Senoco. Mr Del.oach was in private law practice and served as an outside counsel to Sonoco for 13 vears
Mr DeLoach’s legal background and vears of experience leading a global packaging company will be valuable to
the Company as it confronts a challenging economyv and changing business environment. He has served as a director
of the Company since 2006 Mr. Del.oach is Chair of the Board's Operations and Nuclear Oversight Conmittee and
a member of the Executive Comunittee. the Governance Committee. the Nuclear Project Oversight Cominittee and
the Organization and Compensation Commitiee.

Other public directorships in past five vears:
Sonoco Products Company (1998 to present)
Goodrich Corporation (2001 to present)

JAMES B. HYLER. JR . age 62. retited as Vice Chairman and Chief Operating Officer of First Citizens
Bank in 2008. He served in these positions from 1994 until 2008 Mr. Hvler was Chief Financial Officer of First
Citizens Bank from 1980 to 1988. and served as President of First Citizens Bank from 1988 to 1994 Pror to joining
First Citizens Bank. Mr Hvler was an auditor with Ernst & Young for 10 vears. Mr. Hvler has more than 37 vears of
experience in the financial services industry. Mr Hyler's experience and accounting background have provided him
with an understanding of the accounting principles used by the Company to prepare its financial statements and the
ability to analyze such statements His knowledge and experience in financial services and corporate finance will
be valuable to the Company as our utilities continue to move forward with the expansion projects necessary to neet
our customers’ future energy needs reliably and atfordably. Mr. Hyler has served as a director of the Company since
2008 and is a member of the Board's Finance Committee and the Organization and Compensation Commitiee

Other public directorships in past five years
First Citizens BancShares (August 1988 until January 2008)

WILLIAM D JOHNSON. age 36. is Chairman President and Chief Executive Officer of Progress Energy.
since October 2007 My Johnson previoush served as President and Chief Operating Officer of Progress Energy
from January 2005 10 Octeober 2007 In that role. Mr Johnson oversaw the generation and delivery of electricity
by PEC and PEF Mr Johnson has been with Progress Energy (formerly CP&L) in a number of roles since 1997
including Group President for Energy Delivery. President and Chiel Executive Officer for Progress Energy
Service Company. LLC and General Counsel and Secretary for Progress Energy Before joining Progress Encrgy.
Mr Johnson was a partner with the Raleigh, N.C. law office of Hunion & Williams LLP. where he specialized
in the representation of utilities. Mr. Johnson has served in a vanety of senior management positions during his
tenure with the Company His background as a lawver representing utilities. and his vears of hands-on experience
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at the Companv. provide him a unique perspective and a keen understanding of the Company and our industy

Mr. Johnson's breadth of knowledge and experience in addressing kev operational. policy. legislative and strategic
issues. and his proven leadership skills. will be significani assets to the Company as it implements its long-term
strategy in the face of a challenging economy and a changing regulatory and legislative environmeni. He has served
as a director of the Company since 2007

ROBERT W JONES. age 39. is the sole owner of Turtle Rock Group. LLC. founded in May 2009 From
1974 until Mav 2009, Mr Jones held various management positions ai Morgan Stanley. a global provider of
financial services to companies. governments and mvestors. He served as a Senior Advisor from 2006 unul May
of 2009. and as Managing Director and Vice Chairman from 1997 until 2006 While at Morgan Stanlev. Mr Jones
specialized in the wtility industiy for many vears before being named Vice Chairman Turtle Rock Group. LLC is
a financial advisory consulting firm whose sole current client 1s Morgan Stanlev. During hus career. Mr. Jones has
participated in many major international and domestic utilitv and project financing transactions. with a particular
focus on strategic advisory and capital raising assignments. He has testified before numerous state public utility
commissions and has been a frequent speaker on regulatory and corporate governance issues. Mr. Jones’s expertise
in financial services and his experience in the regulatory arena provide him with a unique perspective that will be
beneficial to the Company as it undertakes the expansion projects necessary to implement its balanced solution to
meeting its customers” future energy needs in a challenging economy and uncertain regulatory environment. He has
served as a director of the Company since 2007 Mr. Jones is Chair of the Board’s Finance Committee and a member
of the Executive Conunittee. the Governance Committee and the Organization and Compensation Committee

W. STEVEN JONES. age 38. is Dean (Emeritus) and Professor of Strategy and Organizational Behavior
at the Kenan-Flagler Business School at the University of North Carolina at Chapel Hill, since 2008. He served
as Dean of the Kenan-Flagler Business School from August 2003 until August 2008. Prior to joining the Kenan-
Flagler Business School in 2003. Mr. Jones had a 30-vear career in business. That career included serving as
Chief Executive Officer and Managing Director of Suncorp-Metway Lid.. which provides banking,. insurance and
investing services in Brisbane. Queensland. Australia. He also worked for ANZ. one of Australia’s four major
banks. in various capacities for eight vears. Mr. Jones has international experience in developing strategy. leading
change and building organizational capability in a variety of industries His expertise in the financial services arena
will continue to be beneficial as the Company prepares to undertake the expansion projects necessary (o satisfy its
customers’ future energy needs reliably and affordably. Mr Jones has served as a director of the Company since
2005 He is a member of the Board's Audit and Comporate Performance Commuttee. the Nuclear Project Oversight
Comumittee and the Operations and Nuclear Oversight Committee

Other public directorships in past five vears:
Premiere Global Services. Inc. (2007 to present)
Bank of America (April 2005 to April 2008)

MELOQUIADES R. "MEL™ MARTINEZ. age 63.1s currently a partner in the Iaw {irm of DL A Piper in its
Orlando office. Mr Martinez has had a distinguished career in both the public and private sectors. most recently as a
United States Senator from Florida While serving in the U S. Senate from 2005 to 2009, he addressed multiple policy
and legislative issues as a member of the following Senate committees’ Anmed Services: Banking. Housing & Urban
Affairs: Foreign Relations: Energy and Natural Resources: Commerce. and Special Commitiee on Aging. Prior to his
election. Mr. Marntinez senved as the Secretary of Housing and Urban Development from 2001 to 2004, His extensive
legal. policy and legislative experience will be valuable to the Company as we address new laws and regulations in
arcas such as environmental compliance. renewable energy standards and energy policy. Prior to representing the
State of Flonida in the U S. Senate. Mr Martinez served as Mavor of Orange Countv Florida. and as a board member
of the Orlando Utilities Comunission. He also spent over 23 vears in private legal practice. conducting numerous trials
in state and federal courts throughout Florida As a resident and public servant of the State of Flonda. Mr Martinez
brings to our Beard a unique perspective and first-hand knowledge that will be beneficial as we continue to address
kev regulatory issues in that State. Mr. Martinez's diversified experience and background will be significant assets to
our Compamy s Board He has served as a director of the Company since March [. 2010 and is a member of the Audit
and Corporate Performance Commitee and the Operations and Nuclear Oversight Conunitiee
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E.MARIE MCKEE. age 39 is Senior Vice President of Cormning Incorporated. a manufacturer of components
for high-technology svstems for consiimer electronics. mobile emissions controls. telecommunications and lfe sciences,
since 1996 She also serves as President of the Corning Museum of Glass. Ms. McKee has over 30 vears of experience
at Coming. where she has held a variety of positions with increasing levels of responsibility. She nitially served in
various human resources manager positions including Human Resources Director for Coming's Electronics Division.
its Research & Development Division and its Centralized Engineering Division. While serving in these positions.

Ms. McKee gained significant experience in designing and implementing human resources strategies. business processes
and organizational change efforts. She then served in various management positions. including Division Vice President
of Comporate Surategic Staffing. Vice President. Human Resources and Senior Vice President. Human Resources and
Corporate Diversity Officer Ms. McKee served as Chaimman of Steuben Glass from 1998 until the company was sold

in 2008, Ms. McKee has served as a director of the Company and its predecessors since 1999 During her tenure on the
Board. Ms. McKee's business experience and perspective have proven valuable to the Company as it has addressed
various operational and human resources issues. including executive compensation. succession planning and diversity
Ms. McKee's experience will continue to be beneficial to the Company as shareholders. regulators and legislators
continue to focus on executive compensation and corporate govemance issues. Ms. McKee is Chair of the Board's
Organization and Compensation Committee and a member of the Executive Comumittee. the Govemance Conumittee. the
Nuclear Project Oversight Committee and the Operations and Nuclear Oversight Committee

JOHN H. MULLIN. IIL age 68. is Chairman of Ridgeway Farm. LLC. a limited hability company engaged
in farming and timber management. since 1989 He is a former Managing Director of Dillon. Read & Co.. a former
investment banking firm Mr. Mullin was emploved by Dillon Read for approximately 20 vears. During that time.
lie worked with a diversified mix of clients and was involved in a variety of corporate assignments, mcluding private
and public offerings. and corporate restructurings. Since 1989. Mr. Mullin has managed the diversified businesses of
Ridgeway Farm He has served on the boards of a mumber of other major publicly traded companies. providing him with
substantial experience in the areas of corporate strategy. oversight and govemance. Mr. Mullin has utilized his broad
and extensive business experiences to provide leadership to the Company’s Board as Lead Director. He has served as a
director of the Company and its predecessors since 1999, Mr. Mullin is Chair of the Board's Govemance Committee and
a member of the Executive Conunittee. the Finance Committee and the Organization and Compensation Committee

Orther public directorships in past five vears
Sonoco Products Company (2002 to present)
Hess Corporation (2007 1o present)
Liberty Corporation (1989 to 2006)

CHARLES W. PRYOR. JR.. age 65. is Chairman of Urenco Investments. Inc.. a global provider of services
and technology to the nuclear generation industry worldwide. since January 2007 He served as President and Chief
Executive Officer of Urenco Investments. Inc. from 2004 10 2006 Mr Prvor served as President and Chief Executive
Officer of the Utilities Business Group of British Nuclear Fuels from 2002 to 2004 From 1997 to 2002, he served as
President and Chief Executive Officer of Westinghouse Electric Co .. a supplier of nuclear fuel. nuclear services and
advanced nuclear plant designs 1o wilities operating nuclear power plants. Mr. Pryvor’s service as chief executive officer
of a multi-billion dollar company provided him with experience that enables him to understand the financial statements
and financial affairs of the Company. Mr Pryor’s knowledge and experience in engineering. power generation. nuclear
fuel and the wtilitv indusirv will help us in the vears ahead as our Company pursues a balanced solution to meeting
its customers’ future encrgy needs He has served as a director of the Company since 2007, Mr. Prvor is Chair of the
Board's Nuclear Project Oversight Commitiee and a member of the Audit and Corporate Performance Comunittee and
the Operations and Nuclear Oversight Committee

Other public directorships in past five vears
DTE Energy Co (19449 10 present)
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CARLOS A SALADRIGAS age 61 is Chairman and Chief Excentive Officer of Regis HRG. which
offers a full suite of outsourced human resources services to small and mid-sized businesses He has served in these
positions since July 2008 Mr. Saladrigas served as Chairman. from 2002 10 2007 and Vice Chairman. from 2007
10 2008, of Premier American Bank in Miami Florida In 2002 Mr Saladrigas retired as Chiel Exccutive Officer
of ADP Total Source {previoush the Vincam Group. Inc). a Miami-based human resources oulsoncing compam
that provides services to small and nmid-sized businesses. Mr. Saladrigas has extensi ¢ expertise in both the human
resources and financial senices arenas. His accounting background provides him with an understanding of the
principles used to prepare the Company’'s financial statements and enables him to effectively analy ze those financial
statements Mr. Saladrigas is a resident of Florida and is familiar with the policy issues facing that State. His unique
perspective and business acumen continue 10 be valuable assets to the Board. Mr Saladrigas has served as a director
of the Company since 2001 and is a member of the Board's Audit and Corporate Performance Comimittee and the
Finance Conuniitee

Other public directorships in past Jive vears
Advance Auto Parts. Inc. (2003 to present)

THERESA M STONE. age 65. has been Executive Vice President and Treasurer of the Massachusetts
Institute of Technology Corporation ("M LT.7). since February 2007. In her role as Executive Vice President and
Treasurer. Ms. Stone is responsible for M1 T s capital programs. facilities. human resources and information
technology. and serves as M 1.T.'s Chief Financial Officer and Treasurer. Prior to serving in her current role
Ms. Stone served as Executive Vice President and Chief Financial Officer of Jefferson-Pilot Financial (now Lincoln
Financial Group) from November 2001 to March 2006, Ms. Stone began her career as an investment banker.
advising clients primarily in the financial services industry on financial and strategic matters and has held senior
financial executive officer positions at various companies since that time. Ms. Stone’s knowledge and expertise
in finance make her uniquely qualified 1o understand and effectively analyvze the Company s financial statements.
and to assist the Company as it undertakes the expansion efforts necessary to implement its balanced solution
to satisfving its customers’ energy needs reliably and affordably. She has served as a director of the Company
since 2005. Ms. Stone is Chair of the Board’s Audit and Corporate Performance Commnittee and a member of the
Executive Committee. the Governance Conunittee and the Finance Committee

ALFRED C. TOLLISON. JR.. age 67. retired as Chairman and Chief Executive Officer of the Institute of
Nuclear Power Operations ("INPO™). a nuclear industry-sponsored nonprofit organization in March 2006. He was
employed by INPO from 1987 until March 2006. During his tenure there. Mr Tollison’s responsibilities included
industry and govermment relations. communications. information systems and administrative activities. He also
served as the executive director of the National Academy for Nuclear Training From 1970 until 1987, Mr Tollison
was emploved by PEC. where he served in a variety of management positions. including plant general manager of
the Brunswick Nuclear Plant and manager of nuclear training. Mr. Tollison's track record and expertise in promoting
the safe and reliable operations of our nation’s nuclear generating plants will continue to be a signilicant asset (0
our board as the Company moves forsvard with its balanced solution for meeting the future generation needs of
its customers safely. reliably and affordably He has served as a director of the Company since 1006. Mr. Tollison
is Vice Chair of the Board's Nuclear Project Oversight Committee and a member of the Audit and Corporate
Performance Committee and the Operations and Nuclear Oversight Commitiee. He also senes as the Nuclear
Oversight Director
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PRINCIPAL SHAREHOLDERS

The table below sets forth the only shareholder we know to benelicially own more than 5 percent (3%0) of
the outstanding shares of our Common Stock as of December 31. 2009 We do not hav e any other class of voting
securities.

fitle of Name and Address of Number of Shares Percentage of
Class Beneficial Owner Beneficially Owned ¢ lass
Common Stock State Street Corporation 25939 71 93

One Lincoln Street
Boston. MA 02111

! Consists of shares-of Common Stock held by State Sureet Corporation, acting in various fiduciany capacities State
Street Corporation has sole power to vote with respect to 0 shares, sole dispositive power with respect to ) shares, shared
power to vole with respect to 12,892,635 shares and shared power to dispose of 25,939,712 shares State Street Corporation has
disclaimed beneficial ownership of all shares of Conunon Stock. {Based solely on information contained in a Schedule 136G filed
. }.. N
by State Street Corporation on ebruan 12, 20100)

MANAGEMENT OWNERSHIP OF COMMON STOCK

The following table describes the beneficial ownership of our Common Stock as of February 22. 2010. of
(1) all current directors and nominees for director. (i) each executive officer named in the Sumiman: Compensation
Table presented later in this Proxy Statement. and (iii) all directors and nominees for director and executive officers
as a group. As of February 22. 2010, none of the individuals or the group in the above categories owned one percent
(1%) or more of our voting securities. Unless otherwise noted. all shares of Common Stock set forth in the table are
beneficially owned. directly or indirectly. with sole voting and investment power. by such shareholder.

Number of Shares
of Common Stock

Beneficially

Name Owned'™

John D. Baker Il 7430
James E. Bostic. Jr. 8.445¢
Harris E. DcLoach. Jr. 3.000
James B. Hvler. Jr. 1.000
Wilhiam D Johnson 136.751°
Robert W Jones 1.000
W. Steven Jones [.000
Jeffrey J. Lvash 19.393"
Melquiades R "Mel™ Martiner i
E. Marie McKee 30008
Maik F. Mulhern 343507
John H Mullin. I 10000
Charles W Pnor Jr 1.042
Carlos A Saladngas 7000
Paula ) Sims 11766
Theresa M. Stonce 1 000
Alfred C. Tollison. Jv f.oun
Llovd M. Yates 27937

Shares of Common Stock beneficially owned by all directors and executive
officers of the Company as a group (23 persons) 438.761°
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'nctudes shares of our Common Stock such director has the right to acquire bencticial ovnership of within 64 davs
through the exercise of certain stock options. as foliows

Director Stock Gptions
James £ Bosue, Jr. 400
I, Mane McKee 2,00t
John H. Mullin. 11 6,000
Carlos A. Saladrisas O.000

* Includes shares of Restricted Stock currently held. and shares of our Common Stock such officer has the right 1o
acquire beneficial ownership of within 60 davs through the exercise of certin stock options as {olows

Otficer Restricted Stock | Stock Options
William D). Johnson 16,134 —
Jeftrev J. Lyash 3.834 —
Mark F. Mulhern 3.834 7.000)
Paula J. Suns 1.000 —_
Llovd M. Yates 3.854 o

* Mr. Martinez was elected to the Board effective March 1, 2010 and did not own any shares ol the Compam s
Common Stock at the time of his election. Mr. Martinez is standing for clection to the Board by our sharcholders for the first time

*Tncludes shares each group member (shares m the aggregate) has the right to acquire beneficial ownership of within
60 davs through the exercise of certain stock options

Ownership of Units Representing Common Stock

The table below shows ownership of units representing our Common Stock under the Non-Emplovee
Dircctor Deferred Compensation Plan and units under the Non-Employvee Director Stock Unit Plan as of Februan
22, 2010. A unit of Comumon Stock docs not represent an cquity interest in the Company. and posscsses no voting
rights. but is equal in economic value at all times 1o onc share of Common Stock

Directors’ Deferred | Non-Employee Director

Director Com pensation Phan Stock Unit Pl

John D, Baker I 1.339 1,489
James 1. Bostie, Jr 11.723 10017
Harris 5. DeLoach, Ir. 10.299 3,989
James B, Hyler, Jr. 1.231 3.090
Robert W. Jones 7.204 1.538
W. Steven Jones 11,91 7.322
Melquiades R. “Mel™ Martinez*® 67 —
E. Mane McKee 29288 /
John H. Mullin. 11 19.60]

Charles W. Pnvor, i 2147

Carlos A. Saladrigas 6,493

Theresa M. Stone 10087

Allred C. Tollison_ JIr. G903

* Uhits owned as of March 1, 2010

The table below shows ownership as of Februany 22 2010, of (i) performance units under the Long-Term
Compensation Program. (11) performance units 1ecorded to reflect awards deferred under the Management Incentive
Compensation Plan ("MICP™): (1) perlormance shares awarded under the Performance Share Sub-Plan of the 1997,
2002 and 2007 Equits Incentine Plans ¢"PSSPT) (see "Outstanding Equity Awards at Fiscal Year-End Table™ on page
1) {iv) units recorded to reflect awards deferred under the PSSP (v replacement units representing the value of
our contributions to the 401(k) Savings & Stock Ovwnership Plan that would have been made but for the deferral of
satan under the Management Deferred Compensation Plan and contribution hinufattons under Section 415 of the
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Internal Revenue Code of 1986, as amended. and (vi) Restricted Stock Units ("RSUs™) awarded under the 2002 and
2007 Equity Incentive Plans

Long-Term

Compensation PSSP
Officer Program MICP PSSP Deferved | MIDCP RSUs
William 1. Johnson e P71 6200 — 1 1039} 66001
Jefirey 1 Lyvash — — | 36289 — 344 23598
Mark . Mulhemn e 28,308 2432 — | 20,942
Paula J. Sims — 26,621 P.312 —| 19617
Ilovd M. Yates — 30,132 6376 1381 25323

TRANSACTIONS WITH RELATED PERSONS

There were no transactions in 2009 and there are no currently proposed transactions involving more than
$120.000. in which the Company or any of its subsidiaries was or is to be a participant and in which any of the
Company’s directors. exccutive officers. nominees for director or any of their immediate family members had a
direct or indirect material interest.

Our Board of Directors has adopted policies and procedures for the review. approy al or ratification
of Related Person Transactions under Item 404(a) of Regulation S-K (the “Policy ™). which is attached to this
Proxy Statement as Exhibit A The Board has determined that the Governance Committee is best suited (o review
and approve Related Person Transactions because the Governance Committee oversees the Board of Directors’
assessment of our directors’ independence. The Governance Committee will review and may reconumend to the
Board amendments to this Policy from time to time

For the purposes of the Policy. a “Related Person Transaction™ is a transaction. arrangement or relationship.
including any indebtedness or guarantee of indebtedness (or any series of similar transactions. arrangements or
relationships). in which we (including any of our subsidiaries) were. are or will be a participant and the amount
involved exceeds $120.000. and in which any Related Person had. has or will have a direct or indirect material
interest. The term “Related Person™ is defined under the Policy to include our directors. executive officers. nominees
o become directors and any of their immediate family members.

Our general policy is to avoid Related Person Transactions. Nevertheless. we recognize that there are
situations where Related Person Transactions might be in. or nught not be inconsistent with. our best interests
and those of our shareholders. These situations could include (but are not limited to) situations where we might
obtain products or services of a nature. quantity or quality. or on other terms. that are not readily available from
alternative sources or when we provide products or services to Related Persons on an arm's length basis on tenns
comparable to those provided to unrelated third parties or on terms comparable to those provided to emplovees
generally In determining whether to approve or disapprove each Related Person Transaction. the Governance
Conimittee considers various factors. including (i) the identity of the Related Person: (i) the nature of the Related
Person’s interest in the particular transaction: (iii) the approximate dotar amount involved in the transaction: (iv) the
approximate dollar value of the Related Person’s interest in the transaction: (v) whether the Related Person's interest
in the transaction conflicts with his obligations to the Company and its shareholders: (vi) whether the transaction
will provide the Related Person with an unfair advantage in his dealings with the Company: and (vii) whether the
transaction will affect the Related Person’s ability to act in the best interests of the Company and its shareholders
The Governance Committee will onlyv approve those Related Person Transactions that are in. or are not inconsistent
with. the best interests of the Company and its shareholders.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 1641y of the Securitics Exchange Act of 1934 requires our dircctors and exccuth ¢ officers to file
reports of their holdings and transactions in our sccurities with the SEC and the NYSE. Based on our records and
other information. we believe that all Seciion 10(a) filing requiremenis applicable to our directors and executive
officers with respect to the Company s 2009 hiscal s car were met. except as follows: James Scarola inady ertenthy
failed to timely file a Form 4 related to the deferral. in 2009 and 2010, of portions of two awards granted under
the Company’s Management Incentine Compensation Plan. A Form 4 reporting both transactions was filed on
March 10. 2010, Paula J. Sims madvertently fatled to file on a timely basis a Form 4 with respect to the deferral in
2009 of a portion of an avward granted under the Company ‘s Management Incentiyve Compensation Plan. A Form 4
reporting the transaction was filed on March 16, 2010 Additonally. with regard to the Company's 2010 fiscal y car.
cach of Jeffrey A, Corbeu. Vincemt M. Dolan. William D Johnson. Michacl A. Lewis. Jeffrey J Lyash. John R
McArthur Mark F Mulher. James Scarola. Frank A Schiller, Paula T Sims. Jeffrev M. Stone and Llovd M. Yatcs
madvertently failed to file on a timely basis a Form 4 with respect to the payvout of performance units granted under
the Company’s Performance Share Sub-Plan. A Form 4 reporting the transaction was filed by cach individual on
March . 2010.

CORPORATE GOVERNANCE GUIBELINES AND CODE OF ETHICS

The Board of Directors operates pursuant to an established set of written Corporate Governance Guidelines
(the “Governance Guidelines™) that set {orth our corporate governance philosophy and the governance policies
and practices we have implemented in support of that philosophy. The three core governance principles the Board
embraces are integrity. accountability and independence.

The Governance Guidelines describe Board membership criteria. the Board selection and orientation
process and Board leadership The Governance Guidelines require that a minimum of 80 percent of the Board's
members be independent and that the membership of each Board committee. except the Executive Committee.
consist solely of independent directors. Directors who are not full-time employees of the Company must retire
from the Board at age 73. Directors whose job responsibilities or other factors relating to their selection to the
Board change materiallv afier their election are required to submit a letter of resignation to the Board. The Board
will have an opportunify to review the continued appropriateness of the individual s Board membership under
these circumstances. and the Governance Conimitiee will make the initial recommendation as to the individual's
continued Board membership. The Governance Guidelines also describe the stock ownership guidelines that are
applicable to Board members and prohibit compensation to Board members other than directors’ fees and retainers.

The Governance Guidelines provide that the Organization and Compensation Commuitiee of the Board
will evaluate the performance of the Chief Executive Officer on an annual basis. using objective criteria. and
will comnnnicate the results of its evaluation to the full Board. The Governance Guidelines also provide that the
Governance Commitiee is responsible for conducting an annual assessment of the performance and effectiveness of
the Board. and its standing committees. and reporting the results of each assessment to the full Board annually

The Governance Guidelines provide that Board members have complete access to our management and
can retain. at our expense. independent advisors or consultants 1o assist the Board in fulfilling its responsibilities.
as it deems necessarv. The Governance Guidelines also state that it is the Board's policy that the nonmanagement
directors meet in exccutive session on a regularky scheduled basis Those sessions are chaired by the Lead
Director. John H Mullin. HE who is also Chair of the Governance Committee He can be contacted by writing to
John H. Mullin. I1, Lead Director. Progress Energy. Inc Board of Directors. ¢/o John R McArthur, Executive Vice
President and Corporate Secretary. PO Box 1351, Raleigh. North Carolina 27602-15351. We screen mail addressed
1o Mr. Mullin for security purposes and to ensure that it relates to discrete business matters relevant to the Company
Mail addressed to Mr Mulhin that sausties these screening criteria will be fornwarded o him
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In keeping with the Board's commitment to sound comporate governance. we have adopied a comprehensine
written Code of Ethics that incorporates an effective reporung and enforcement mechanism The Code of Ethics
is applicable to all of our emplovees. including our Chief Executive Officer. our Chief Financial Officer and our
Controller. The Board has adopted the Company’s Code of Ethics as i1s own standard. Board members. our officers
and our emplovees certifv their compliance with our Code of Ethics on an annual basis

Our Governance Guidelines and Code of Ethics are posted on our [nternet Web site and can be accessed at
WWW. PFOZFesS-€Ner2V.com 1Ivestor.

DIRECTOR INDEPENDENCE

The Board of Directors has determined that the following current members of the Board are independent. as
that term is defined under the general independence standards cotitained in the listing standards of the NYSE:

John D. Baker 11 E. Maric McKce
James E Bostic. Jr John H. Mullin. 111
Harris E. DeLoach. Jr. Charles W. Prvor. Jr.
James B Hyler. Jr Carlos A Saladrigas
Robert W. Jones Theresa M. Stone

W. Steven Jones Alfred C Tollison. Jr.

Melquiades R. "Mel™ Martinez

Additionally. the Board of Dircctors has determined that David L. Burner. who served as a member of the
Board during a portion of 2009. was independent as that term is defined under the general independence standards
contained in the NYSE's listing standards. In addition to considering the NYSE's gencral independence standards.
the Board has adopted catcgorical standards to assist it in making determinations of independence. The Board's
categorical independence standards are outlined in our Governance Guidelines. The Governance Guidelines are
available on our Internct Web site and can be accessed at wiww progress-energy:cont-imvestor. All directors. former
directors and director nominees identificd as independent in this Proxy Statement meet these categorical standards

In determining that the individuals named above are or were independent directors. the Govemance
Conunittee considered their involvement in various ordinary course commercial transactions and relationships
During 2009. Ms. McKee and Messrs. DeLoach and Mullin sen ed as officers and/or directors of companics
that have been among the purchasers of the largest amounts of cleciric energy sold by PEC during the last threc
preceding calendar yvears. Messrs. Baker. Mullin and Saladrigas served as officers and/or dircctors of companics
that purchase clectric energy from PEF. Mr. Robert W. Jones was an cmplovee of Morgan Staniey through May
2009 Morgan Stanley has provided a variely of investment banking serices to us during the past seyeral y ears.
however. Mr Jones had no dircet or indirect material interests or im ohvement in transactions between the Company
and Morgan Stanley . Mr. Jones is no longer a Morgan Stanley employee although his finn provides services to
Morgan Stanley. Mr. W. Steven Jones serves as a director of a communications technology company that provided
senvices to us in 2009 Mr Baker currently serves as a direclor of Wells Fargo & Company and 1s a former director
of Wachovia Corporation. Both of these entitics have been part of our core bank group and have proyided a vanety
of banking and investment services to us during the past several vears. Mr. Pryvor is a director of a company that
has affiliates that provide uranium enrichment services to PEC and PEF. My Tollison 1s a former emplovee of PEC
and thus recen es a modest pension from us. All of the described transactuons were ordinan course commercial
transactions conducted at arm’s Iength and in compliance with the NYSE's standards for director independence. In
addition. the Governance Committee considers the relationships our dircctors have with tax-excmpt organizations
that receive contributions from the Company. The Governance Commitice considered cach of these transactions and
refationships and deternmined that none of them was material or affected the independence of the directors i ohed
under cither the general independence standards contained in the NYSE's histing standards or our catcgorical
independence standards
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: Proxy Statement

BOARD, BOARD COMMITTEE AND ANNUAL MEETINGATTENDANCE

The Board of Directors is currenthy comprised of fourtcen ¢14) members. The Board of Dircctors met six
fimes in 2009 Average attendance of the directors at the mectings of the Board and 1ts committees held during 2009
was 20 percent. and no director attended less than 80 percent of all Board and his/her respective commitiee meetings
held 1 2009

Our Company cxpects all directors 1o atiend its annual mectings of sharcholders. Such attendance is
monitored by the Governance Committee All directors who were serving as directors as of May 13, 2009, the date
of the 2009 Annual Meeting of Sharcholders. attended that meeting. with the exception of Mr Burner. who retired
from the Board cffective May 13,2009, and Mr. Saladrigas. who was recovering from an illness at the time of the
meeling

BOARD COMMITTEES

The Board of Directors appoints from its members an Executive Committee. an Audit and Corporate
Performance Committee. a Governance Conunitiee. a Finance Committee. a Nuclear Project Oversight
Comniitee. an Operations and Nuclear Oversight Committee. and an Organization and Compensation Committee.
The charters of all committees of the Board are posted on our Internet Web site and can be accessed at
wanw progress-esiergv.com investor. The current membership and functions of the standing Board committees are
discussed below.

Exccutive Committee

The Executive Comunittee is presently composed of one director who is an officer and five nonmanagement
directors Messrs. William D. Johnson—~Chair. Harris E. DeLoach. Jr. Robert W. Jones. and John H. Mullin. 11
and Ms E. Marie McKee and Ms. Theresa M. Stone. The authority and responsibilities of the Executive Conunitice
are described in our By-Laws. Generally. the Executive Committee will review routine matters that arise between
meetings of the full Board and require action by the Board The Executive Commitiee held no meetings in 2009.

Audit and Corporate Performance Committee

The Audit and Corporate Performance Committee (the ~Audit Committee™) is presently composed of
the following seven nonmanagement directors: Ms. Theresa M. Stone—Chair. and Messrs. James E. Bostic. Jr.
W. Steven Jones. Melquiades R. "Mel” Martinez. Charles W. Prvor. Jr.. Carlos A. Saladrigas. and Alfred C. Tollison.
Jr. All members of the committee are independent as that term is defined under the enhanced independence standards
for audit committee members contained in the Securities Exchange Act of 1934 and the related rules. as amended.
as incorporated into the listing standards of the NYSE. Mr Saladrigas and Ms. Stone have been designated by the
Board as the ~Audit Comumittee Financial Experts.” as that term is defined in the SEC’s miles The work of the
Audit Conunittee includes oversight responsibilities relating to the integrity of our [inancial statements. comphiance
with legal and regulatory requirements. the qualifications and independence of our independent registered public
accounting firm. performance of the internal audit function and of the independent registered public accounting firm.
and the Corporate Ethics Program. The role of the Audit Committee is further discussed under “Report of the Audit
and Corporate Performance Comimitiee” below. The Audil Committee held seven meetings in 2009

Corporate Governance Committee

The Governance Comunittee s presently composed of the following five nonmanagement directors
Messrs John H Mullin IH—Chair/Lead Director. Hams E. Del.oach. and Robert W. Jones. and Ms. E. Marie
McKee and Ms Theresa M. Stone. All members of the Governance Committee are independent as that term is
defined under the general independence standards contained in the NYSE listing standards. The Governance
Conunitiee is respensible for making recommendations to the Board with respect to the govermance of the Company
and the Board. Hts responsibilities include recommending amendments to our Charter and By-Laws. making
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reconmumendations regarding the structure. charter. practices and pohicies of the Board. ensuring that processes are in
place for annual Chief Executive Officer performance appraisal and review of succession planning and management
development. recommending a process for the annual assessment of Board performance. recommending criteria

for Board membership. reviewing the qualifications of and recommending to the Board nominees for election. The
Governance Committee is responsible for conducting tin esiigations inlo or studies of matters within the scope of
its responsibilitics and to retain outside advisors to identify director candidates. The Governance Conunittee will
consider qualificd candidates for director nominated by sharcholders at an annual mecting of shareholders. provided.
however. that written notice of any sharcholder nominations must be received by the Corporate Secretary of the
Company no later than the close of business on the 124# calendar dav before the date our Proxy Statement was
released to shareholders in connection with the previous vear's annual meeting. See “"Future Shareholder Proposals”™
below for more information regarding shareholder nominations of direciors. The Governance Commiitee held three
meetings in 2009

Finance Committee

The Finance Committee is presently composed of the following six nonmanagement directors
Messrs. Robert W Jones—Chair. John D Baker 1. James B Hvler Jr John H Mullin I and Carlos A
Saladrigas. and Ms. Theresa M. Stone. The Finance Comnuttee reviews and oversees our financial policies and
planning. financial position. strategic planning and investments. pension funds and financing plans. The Finance
Committee also monitors our risk management activities and financial position and reconunends changes 1o our
dividend policy and proposed budget. The Finance Comntittee held four meetings in 2009

Nuclear Project Oversight Committee (ad hoc)

The Nuclear Project Oversight Committee is presently composed of the following six nonmanagement
directors: Messrs. Charles W. Prvor. Jr—Chair. Alfred C Tollison. Jr—Vice Chair. James E. Bostic. Jr. Harris E
Deloach. Jr. and W. Steven Jones. and Ms. E. Marie McKee. The Nuclear Project Oversight Committee is an ad
hoc committee that serves as the primary point of contact for Board oversight of the construction of new nuclear
projects. and advises the Board of construction status. including schedule. cost and legal. legislative and regulatory
activities. The Nuclear Project Oversight Comumnittee held no meetings in 2009

Operations and Nuclear Oversight Committee

The Operations and Nuclear Oy ersight Committee is presenty composed of the following seven
nonmanagement directors: Messrs. Harris E. Del.oach. Jr—Chair. James E. Bostic. Jr. W. Steven Jones. Melquiades
R. "Mel” Martinez. Charles W Prvor. Jr. and Alfred C Tollison. Jr. and Ms. E. Marie McKee. The Operations and
Nuclear Oversight Committee reviews our load forecasts and plans for generation. transmission and distribution.
fuel procurement and transportation. customer service. energy trading and term marketing. and other Company
operations. The Operations and Nuclear Oversight Committee reviews and assesses our policies. procedures, and
practices relative to the protection of the environment and the health and safety of our emiplovees. customers.
contractors and the public. The Operations and Nuclear Oversight Commitiee advises the Board and makes
recomunendations for the Board's consideration regarding operational. emvironmental and safetv-related issues. The
Operatons and Nuclear Oversight Conuniuee held four meetings in 2009

Organization and Compensition Committee

The Organization and Compensation Committee (the “Compensation Commiftee™) is presently composed
of the following six nonmanagement directors Ms. E Mare McKee—Chair and Messrs. John D Baker 1. Harris
E Deloach Jr.oJames B Hyler Jr. Robert W Jones. and John H. Mullin. HE Al members of the Compensation
Comuntiee are independent as that term is defined under the general independence standards contained in the NYSE
listing standards The Compensation Commitiee verifies that personnel policies and procedures are in keeping with
all governmental rules and regulations and are designed to atiract and retain competent. talented emplovees and
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develop the potential of these emplovees. The Compensation Comimittee reviews all executive development plans.
makes executive compensation decisions. evaluates the performance of the Chief Executive Officer and oy ersees
plans for management succession

The Compensation Committee mayv hire outside consultants. and the Compensation Commitiee has
no limitations on its ability to select and retain consultants as it deems necessary or appropriate Annually. (he
Compensation Committee evaluates the performance of its compensation consultant to assess its effectiveness in
assisting the Conunittee with implementing the Company ‘s compensation program and principles. For 2009, the
Compensation Committee retained Hewitt Associates as s executive compensation and benefiis consultant to
assist the Compensation Committee in meeting its compensation objectives for our Company. Under the terms of
its engagement. in 2009, Hewitt Associates reported directly to the Compensation Commitiee. In January 2010,
Hewitt Associates spun off its executive compensation practice into a separate entity named Meridian Compensation
Partners. LLC ("Meridian™). an independent agency wholly-owned by its partners Meridian reports directly 1o the
Compensation Comunittee.

The Compensation Committee relics on its compensation consultant to advise it on various matters relating
to our executive compensation and benefits program. These services include

+  Advising the Compensation Committee on general trends in executive compensation and benefits:

+  Sumumarizing developments relating to disclosure. risk assessment process and other (cchnical arcas.
«  Performing benchmarking and competitive assessments:

»  Assistance in designing incentive plans:

+  Performing financial analysis related to plan design and assisting the Compensation Conmunittee in
making pay decisions it light of results: and

»  Recommending appropriate performance metrics and {inancial targets.

The Compensation Committee has adopted a policy for Pre-Approval of Compensation Consultant Services
(the ~Policy™). Pursuant to the Policy, the compensation consultant mayv not provide any services or products to the
Company without the express prior approval of the Compensation Committee The compensation consuliant did not
provide any services or products to the Company other than those that are provided to the Commitiee and that are
related to the Company s executive compensation and benefits program.

The Compensation Committee’s chair or the chairman of our Board of Directors may call meetings.
other than previously scheduled meetings. as needed. The Compensation Committee may form subconunittees
for anv purpose that the Compensation Committee deems appropriate and may delegate to such subconunittees
such power and authority as the Compensation Committee deems appropriate. Appropriate executive officers
of the Company ensure that the Compensation Comniittee receives adnunistrative support and assistance. and
make recommendations to the Committee to ensure that compensation plans are aligned with our business
strategy and compensation philosophy. John R. McArthur. our Executive Vice President and Corporate Secretary.
serves as management's laison to the Compensation Committee. William D. Johnson. our Chief Execuinve
Officer. is responsible for conducting annual performance evaluations of the other executive officers and making
recommendations to the Compensation Comumitiee regarding those executives compensation

The Compensation Comnuitee held seven meetings in 2009



Case No. 2011-124
Stafi-DR-01-031 (a) attachment
(Progress Energy)

Page 22 of 89

Compensation Commitice Interlocks and Insider Participation

None of the directors who sened as members of the Compensation Commitiee during 2009 was our
cmploy ce or former employce and nonc of them had any relationship requiring disclosure under iem 404 of
Regnlation S-K. Dunng 2009, none of our exccutive officers served on the compensation commitice (or equivalent),
or the board of directors of another entity whose executiv e olficer(s) served on our Compensation Connmitice or
Board of Dircctors

DIRECTOR NOMINATING PROCESS AND COMMUNICATIONS
WITH BOARD OF DIRECTORS

Governance Committee

The Governance Committec performs the functions of a nominating committee. The Governance
Commitice’s Charter describes its responsibilitics. including recommending criteria for membership on the Board.
rev iewing qualifications of candidates and recommending to the Board nominees for clection to the Board. As noted
above. the Govemance Guidelines contain infonmation concerning the Commitice’s responsibilities with respect
to reviewing with the Board on an annual basis the qualification standards for Board membership and identify ing.
screening and recommending potential directors to the Board. All members of the Governance Commitice arc
independent as defined under the gencral independence standards of the N'YSE's listing standards. Additionallv. the
Governance Guidelines require that all members of the Governance Commitiee be independent.

Director Candidate Recommendations and Nominations by Shareholders

Sharcholders should submit any director candidate recommendations in writing in accordance with
the method described under ~Communications with the Board of Directors™ below. Any director candidate
rccomnmendation that is submitted by onc of our sharcholders to the Governance Commitice will be acknowledged.
in writing. by the Corporate Sccretary. The recommendation will be promptly forwarded to the Chair of the
Governance Committee. who will place consideration of the recommendation on the agenda for the Governance
Conmittee’s regular December mecting. The Goyernance Committee will discuss candidates recommended by
sharcholders at its December meceting and present information regarding such candidates. along with the Goycrnance
Commitice’s recommendation regarding each candidate. to the full Board for consideration. The [ull Board will
determine whether 1t will nominate a particular candidate for clection to the Board

Additionally. in accordance with Scction 11 of our By-Laws. any sharcholder of record entitled to vote for
the election of directors at the applicable mecting of sharcholders mayv nominate persons for election to the Board of
Directors if that shareholder complies with the notice procedure set forth in the By-Laws and summarized in “Future
Shareholder Proposals™ below

Governance Committee Process for Fdentifying and Evaluating Director Candidates

The Governance Commitice ¢y aluates all director candidates. including those nonunated or recomumended
by sharcholders. in accordance with the Board's qualification standards. which arc described in the Governance
Guidelines. The Committee evaluates cach candidaie’s qualifications and assesses them against the perceived needs
of the Board. Qualification standards for all Board members include: integrity : sound judgment: independence
as defined under the general imdependence standards contained i the NYSE hsting standards and the categonical
standards adopted by the Board. linancial acumen: strategic thinking: ability to work cffectively as a team momber:
demonstrated Ieadership and excellence in i chosen ficld of endeay or: experience 1 a ficld of business: professional
or other activ ties that bear a relationship to our mission and operations: appreciation of the business and social
e ronment m which we operate: an understanding of our responsibilitics to sharcholders. employ ces. customers
and the commuunitics we sen o and service on other boards of directors that would not detract from sen ice on our

Board
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Although the Company does not hav ¢ an official policy regarding the consideration of diversitv in
identifving director nominees. diversity is among the factors that are considered in selecting Board nominces The
Company values diversity among its Board members and seeks to create a Board that reflects the demographics
of the areas we serve. and includes a complimentary mix of individuals with diverse backgrounds. viewpoinis.
professional experiences. education and skitls that reflect the broad set of challenges the Board confronis

Communications with the Board of Directors

The Board has approved a process for shareholders and other interested parties (o send communications
to the Board. That process provides that shareholders and other interested parties can send communications to the
Board and. if applicable. to the Governance Committee or to specified individual directors. including the Lead
Director. in writing c¢/o John R. McArthur. Executive Vice President and Corporate Secretary. Progress Energy. Inc.
PO Box 1551, Raleigh. North Carolina 27602-1551

We screen mail addressed to the Board. the Governance Committee or any specified individual director for
security purposes and to ensure that the mail relates to discrete business matters relevant to the Company. Mail that
satisfics these screening criteria is forwarded to the appropriate director

BOARD LEADERSHIP STRUCTURE AND ROLE IN RISK OVERSIGHT

Board Leadership

Our Governance Guidelines allow the Board to sclect a Chairman based on the needs of the Compam at
the time. The Board may appoint the Chicf Executive Officer or it may choose another director for the Chairman
position. Thus. the Board has the authority to separate the Chairman and Chief Executive Officer positions if i
chooses 1o do so. but it 1s not required to do so

Currently, the Board believes that the Company s interests are best served by having the Chiefl Exccutive
Officer also serve as Chairman because it allows the Board to most effectively and directly leverage the Chicf
Executive Officer’s day-to-day familiarity with the Company’'s operations. This is particularly bencficial for the
Board at this time given the rapidly cvolving nature of the energy industry and the complexity of the projects being
considered by the Company. including the construction of new nuclear facilitics.

Our Governance Guidelines provide that if the Chief Executive Officer currently holds the position of
Chairman. then the full Board shall appoint an independent director to serve as Chair of the Goycrnance Committee
and Lead Dircctor of the Board. The clearly delineated and comprehensive dutics of the Lead Director include
presiding over alt mectings of the Board at which the Chairman is not present. including exccutive sessions
and other meetings of the non-management and independent directors and sen ing as liaison and lacilitating
communication between the independent directors and the Chairman. The Lead Director also provides input to the
Chairman and CEO with respect to information sent to the Board and the agendas and schedules for Board and
commitlee meetings Amv independent director, including the Lead Director. has the authority 1o call mectings of the
mdependent directors. If requested by major sharcholders. the Lead Director is av ailable for consultation and direct
communication. In addition. the Lead Director senves as a mentor and advisor to the Chaimman and Chief Exccutine
Officer and assures that the Chairman and Chiel Executive Officer understands the Board’s views on critical
matters. Pursnant to the Governance Guidehnes. Mr. Mullin, an independent direcior and Chair of the Governance
Committee. has sened as Lead Director of the Board since 2004

In our view. our current leadersinp structure has fostered sounct corporate governance practices and strong
independent Board Ieadership that have benefitted the Company and its sharcholders
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Board Role in Risk Oversight

We hay ¢ established a risk management framew ork that is the backbone for risk management activitics
that occur across Progress Encrgy. The framework establishes processes for identify ing. measuring. managing
and monitoring risk across the Company and is subsidisries. YWe also maintain an ongoing invenions that details
risk & pes. the intemal deparunent that manages cach t pe of nisk and the Board commuttees that are imohed in
overseeing those activitics. Our Chiel Exccutiv e Officer and Scrior Management hin ¢ responsibility for assessing
and managing the Compam 's exposure to risk. In this regard. we hav e established a Risk Management Commitice.
comprised of various sciior executives. that provides guidance and direction in the identification and management
of fimancial risks. The Board is not im olved in the Company’s day -to-day risk management activ iies: however. the
various Board Committees arc involy ed in different aspects of oversecing those activities

The Audit and Corparate Performance Committee is responstble for enswing that appropriate guidelines
and controls are in place and reviews the framework for managing risk and adherence to that framework. The Audit
and Corporate Performance Commitice rovicws and discusses with management the Company ‘s guidelines and
polices governing risk asscssment and risk management

The Finance Committce is responsible for the oversight of the Risk Management Commitiee Policy and
Guidelines. It oversees the financial risks associated with guarantees. risk capital. corporate financing activitics and
debt structure. The Finance Commitice ensures that doHar amounts and limits are managed within the established
framework. The Finance Conumittee reports to the full Board at Ieast once a quarter

The Opcrations and Nuclear Oversight Committee is charged with oversight of risks related to opcerations
and environmental and health and safety issucs

The Organization and Compensation Comnntiee is responsible for the oversight of risks that can result
from personmel issues and misalignment between compensation and performance plans and the interests of the
Compam ‘s sharcholders

The enterprise risk management program is reviewed with the Board on an annual basis. Our risk
management framework is designed to cnable the Board to stay informed about and understand the key risks facing
the Company. understand how those risks relate 1o the Company s business and strategy. and the steps the Company
is taking to manage thosc risks
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Proxy Statement

COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analvsis ("CD&A™) has four parts. The first part describes the
Company s executive compensation philosophy and provides an overview of the compensation program and
process The second part describes cach element of the Company 's executive compensation program. The third part
describes how the Organization and Compensation Committee of the Company's Board of Directors (in this CD&A.
the ~Committee) apphied cach element to determine the compensation paid to each of the named executive officers
in the Summary Compensation Table on page 43 (the "named executive officers™) for the services they provided to
the Company in 2009 For 2009. the Company 's named executive officers were

«  William D. Johnson. Chairman. President and Chiel Executive Officer:
«  Mark F Mulhern. Senior Vice President and Chief Financial Officer:

« Jeffrey J. Lyash. Executive Vice President — Corporate Development (formerty President and Chief
Executive Officer. Progress Energyv Florida. Inc (PEF)):

«  Llovd M. Yates. President and Chicf Executive Officer. Progress Energy Carolinas. Inc. (PEC): and
«  Paula J. Sims. Scnior Vice President — Power Opcerations

The fourth part consists of the Commitice’s Report.

Following thc CD&A arc the tables sctting forth the 2009 compensation for cach of the named cxccutive
officers. as well as a discussion concerning compensation for the members of the Company’s Board of Directors.
Throughout this CD&A. the Company is at times referred to as “we.” “our” or "us.”

L. COMPENSATION PHILOSOPHY AND OVERVIEW

We are an integrated electric utility primarily engaged in the regulated utility business. Our executive
compensation philosophy is designed to provide competitive and reasonable compensation consistent with the three
kev principles that we believe are critical to our long-term success as described below:

+  Aligning the interests of sharcholders and management. We believe that our major shareholders
invest in the Company because thev befieve we can produce average anmual total sharcholder
return in the 7% to 10% range over the long term. Total shareholder return is defined as the stock
price appreciation plus dividends over the period. divided by the share price at the beginning
of the measurement period. Further. our investors do not expect or desire significant volatility
in our stock price. Accordingly. our executive compensation program is designed to encourage
nanagement to lead our Company in @ wav that consistently produces earnings per share growth
and a competitive dividend yield. In the two vears since Mr. Johnson became ouwr Chief Executive
Officer under his leadership and that of the Comnuttee. many actions have been taken to align the
executive compensation structure with our sharcholders” interests. These actions include a significant
reduction of perquisites for both our executive officers and non-executive officers who are in senior
management. an increase i the stock ownership guidelines: implementation of a new performance
measure in the Management Incentive Compensation Plan ("MICP™) to further enhance transparency
and alignment of performance and pavouts for executive officers and non-executive officers in senior
management; and a modification of our Performance Share Sub-Plan ("PSSP7) to closely align wwards
under that plan to our operating results. actual total sharcholder returns. and. with respect to our peers.
relative total shareholder returns
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»  Rewarding operating performance results that are consistent with reliable and efficient electric
service, We believe that 1o achieve this goal over the long term. we must

« deliver high lev els of customer satisfaction:

+  operale our systems rehiably and efficienthy

*  maintain a constructive regulatory emv ironment:

»  have a productive. engaged and highly motivated workflorce.
« meet or exceed our operating plans and budgets:

+  be a good corporate citizen: and

= produce value for our investors.

Therefore. we determine base salary levels and annual incentive compensation based on corporale
performance in these arcas. along with individual contribution and performance.

«  Attracting and retaining an experienced and effective management team. The competition
for skilled and experienced management is significant in the vtlity industny. We believe that the
managcment of our busincss requires exccutives with a varicty of expericnces and skills. We expect the
competition for talent to continue to intensify, particularly in the nuclear. renewable encrgy sources.
and emerging tcchnologies areas. as the industry enters a significant capital expenditure phasc and the
requircment for rehiable and environmentally responsible generating capacity increases. To address this
issuc. we have designed market-based compensation programs that arc competith ¢ and arc aligned
with our corporate strategy.

Consistent with these principles. the Connitice seeks to provide executive officers a compensation
program that is competitive in the market place and provides incentives necessary 10 motivate exccutives to perform
in the best interests of the Company and its sharcholders.

In determining an individual executive officer’s compensation opportunity. the Comnutiee belieyes that
it must be competitive within the marketplace for cach particular exccutive officer. As such. the compensation
opportunitics van significantly from individual to individual based on the specific natare of the executive position.
For example. our Chicf Executive Officer is responsible for the oy erall performance of the Company and. as such.
his position has a greater scope of responsibility than our other exccutiye positions and is benchmarked accordingh
From a market perspective. the position of chicf exccutive officer receives a greater compensation opportunity than
other exccutiv e positions. The Committee therefore sets our Chief Executive Officer’s compensation oppornunity at
levels that reflect the responsibilities of his position and the Committee’s expectations

ASSESSMENT OF RISK

Our Compam is highly regulated at both the federal and state levels. and therefore significant swings in
carnings performance or growth oser tnme are less influenced by anmy particular indn idual or groups of mdniduals
We believe the variable components of our compensation program for exccutive officers do not incentivize
excessh e risk taking for the follow ing reasons

« Ourmeenine compensation pracuces do not reward the executive oflicers for meeting or exceeding
volume or revenuc targets



Case No. 2011-124
Staff-DR-01-031 (a) attachment
(Progress Energy)
Page 27 of 89

ey w Fesen Proxy Statement

~

+ Our compensation program is evaluated annualiy for its effectiveness and consistency with the
Companv's goals without promoting excessive 1isk.

= Qur compensation prograim appropriatehy balances short- and long-tern incemis es with approximately
6% of total target compensation for the evceuntive officers provided in cquity and focused on long-
term performance

+ The PSSP rewards significant and sustainable performance over the fonger term by focusing on three-
vear camings per share growth and relatin ¢ total sharcholder retum targets.

+ The MICP in effect for 2009 specifically focuses on camings before interest. taxes, depreciation and
amortization (" EBITDA™). and the MICP that is in effect for 2010 specifically focuses on legal entity
net income. because we believe that these-are-appropriate measures to assess the intrinsic value of the
Compam to determine whether the Company has been successful inits fundamental business.

»  Our compensation programs are designed 10 make 1t difficult for any one person to meaningfuily
influence his or her own incentive award.

> The executive officers receive restricted stock units that generally have a three-vear vesting period so
that their upside potential and downside risk are aligned with that of our shareholders and promote
long-term performance over the vesting period.

< The executive officers are subject 1o stock ownership guidelines independently set by the Board to
reflect the compensation program’s goals of risk assumption and sharing between executives and
shareholders

We have determined that the compensation prograni for non-exccutive officers who are in senior
management positions docs not encourage excessive risk taking for all the rcasons stated above
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The table below summarizes the current clements of our executive Compensation Program

individual performance and
growth in the position.

Short- or

Long-Term
Element Brief Bescription Primary Purpose Focus

Base Salary Fined compensation. Annual | Basic element of compensation and Short-term
mierit increases reward necessary (o attract and retain. (annuab)

Annual Incentive

Variable compensation based
on achicvement of annual
performance goals.

Rewards operating performance results
that arc consistent with rchiable and
cfficient electric service

Short-term
(annual)

Long-Term Incentives —
Performance Shares

Variable compensation based
on aclievement of long-term
performance goals.

Align interests of shareholders and
management and aid in attracting and
retaining executives.

Long-term

Long-Term Incentives —
Restricted Stock/Restricted
Stock Units

Fixed compensation based on
target levels. Service-based
vesting

Align interests of shareholders and
management and essential in attracting
and retaining executives

Long-term

Supplemental Senior
Exccutive Retirement Plan

Formula-bascd compensation.
based on salan . annual
incentives and cligible years
of service,

Providcs fong-term retirement benefit
influenced by sen ice and performance
Aids in attracting and retaining
execulives.

Long-term

Management Change-In-
Control Plan

Elements based on specific
plan eligibihity.

Aligns intcrests of sharcholders and
management and aids in (i) attracting
execulives: {11) retaining executives
during transition following a change-in-
control: and (iii) focusing cxccutives on
maximizing value for sharcholders

Long-term

Emplovment Agreements

Define Company’s
relationship with its
executives and provide
protection to each of the
parties in the event of
termination of employ ment.

Ald in attracting and retaining executives

Long-term

Executive Perquisites

Personal benefits awarded
outside of base pav and
incentives.

Aid in attracting and retaining executives

Short-term
(annual)

Other Broad-Based
Benefits

Employ cc benefits such as
health and welfare benefits.
401(k) and pension plan,

Basic clements of compensation expected
in the marketplace. Aid in attracting and
ICIAININgG CNECUlIVes.

Both Short-
and Long-
tcrm

Deferred Compensation

Provides exccutives with tax
deferral options 11 addition
1o thosc available under ow
quahfied plans

Aids in attracting and relaining
executives

Long-term
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The Commitice believes these various compensation program elements

= link compensation with our short- and long-term success by using operating and financial
performance measures in determining pavouts for annual and long-ternt incentive plans:

« align management interests with investor expectations by rewarding exccutives for delivering
long-term total shareholder return:

«  attract and retain executives by maintaining compensation that is competitive with our peer
group.

» foster effective teamwork and collaboration between executiv es working in different areas to
suppori our core values. strategy and interests:

= comply in all maternial respects with applicable faws and regulations: and

+  canbe readily understood by us. the Committee. our executives and our shareholders. and
therefore are effective in meeting our business objectives

PROGRAM ADMINISTRATION

Our executive compensation program is administered by the Commuttee. which is composed of six
independent directors (as defined under the NYSE Corporate Governance Rules). Members of the Conumittee currently
do not receive compensation under any compensation progrm in which our executive officers participate. For a
discussion of director compensation, see the “Director Compensation” section on page 69 of this Proxyv Statement

The Committee’s charter authorizes the Committee to hire outside consultants. and the Committee has
no limitations on its ability to select and retain consultants as it deems necessary or appropriate. The Committee
evaluates the performance of its compensation consultant annually to assess the consultant’s effectiveness in
assisting the Comumnittee with implementing the Company’'s compensation program and principles. The Committee
retained Hewitt Associates ("Hewitt™) as its independent executive compensation consultant 1o assist the Committee
in neeting its compensation objectives for our Company. Under the terms of its engagement. in 2009 Hewitt
reported directly to the Committee. In January 2010, Hewitt spun off its executive compensation practice into a
separate entity named Meridian Compensation Partners. LLC ("Menidian™). an independent agency wholly-owned
by its partners. Meridian reports directly to the Conumittee

The Committee relies on its compensation consultant to advise it on various matters relating to out
executive compensation and benefits program. These senvices mclude

+ advising the Commitiee on general trends in executive compensation and benefits.

+  summarizing developments refating to disclosure. risk assessment process and other technical arcas:
+  performing benchmarking and competitiy ¢ assessments.

+assistance in designing incentive plans:

+  performing {inancial analysis related to plan design and assisting the Committee in making pay
decisions in light of results: and

«  reconunending appropriate performance metrcs
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Hewitt did not provide anv services or producis to the Company other than those provided to the Commitiee
and related to the Company s executive compensation and benefits program. Meridian solely provides executive
compensation advisory services to the Committee and provides no other services to the Commitiee or the Company

Our executive officers meet with the compensation consultant to ensure the consuhltant understands the
Compam s business strategy. [n addition. the executive officers ensure that the Committee receives administrative
support and assistance. and make recommendations to the Commitiee 1o ensure that compensation plans arc aligned
with our business strategy and meet the principles described above John R. McArthur, our Executive Vice President.
serves as management’s liaison to the Committee Our executive officers and other Company emplovees provide
the consultant with information regarding our executive compensation plans and benefits and how we administer
them on an as-needed basis. William D Johnson. our Chief Executive Officer. is responsible for conducting annual
performance evaluations of the other executive officers and making recommendations to the Committee regarding
those executives compensation. The Committee conducts an annual performance evaluation of Mr Johnson.

COMPETITIVE POSITIONING PHILOSOPHY

The Committee’s compensation philosophy is to establish target compensation opportunities near the
50% percentile of the market. with flexibility to pay higher or lower amounts based on individual and corporate
performance. The Committee believes that this philosophy is aligned with our executive compensation objective of
linking pay to actual performance

When we set and benchmark compensation {or our executives against a peer group. we focus on “target”
compensation. Target compensation is the value of a pay opportunity as of the beginning of the vear. For short-
term incentives, this means the value of that incentive opportunity based on the target percentage of salary if our
performance objectives are achieved For example. the Chief Executive Officer’s target incentive opportunity is 85%
of salary. This means if we reach our target financial objectives for the vear. a target incentive award would likely
be paid. Correspondingly. if performance should fall short or rise above these goals then the earned incentive award
would tvpically be lesser or greater than target. In any event. target incentive opportunities are not a certainty but
are a function of business results. For the performance shares. the ultimate value of any earned award is entirely a
Function of performance against the pre-established 3-vear performance goals as well as the value of the underlving
stock price. Also. for the restricted shares the value of anv earned award is a function of extended service and the
value of the underlving stock price The target value is not a certainty but only the value of the opportunity

What ultimately might be earned from either short- or long-term incentives is a function of performance
and extended service. We do not benchmark realized values from our programs. With respect to our variable pay
programs it is generally not the Company’s purpose 1o deliver comparable pay outcomes since outcomes can
differ by company based on their performance Our general compensation objective is to deliver comparable pav
opportunities. Realized results will then be a significant function of perfonmance and extended service This is a
common convention among companies: nonetheless. it is an important context to consider when reviewing the
remainder of this CD&A where regular references to targets and/or grant date values for our compensation programs
appear

Progress Energy. a regulated electric utility holding company. is considered 1o be part of the broader
industry classification of electric utilities. The Company is included in several swell-publicized indices. including the
S&P Electric Index and the Philadelphia Utility Index. Over the past decade. as deregulation has occurred in several
geographic areas of the United States. the imvestor comumunity has separated the utility industry into a number of
subsectors. The two main themes of separation are the aspect of the value chain in which the company participates
{generation. transmission and/or deliverv). and how much of its business is governed by rate-of-return regulation as
opposed 1© competitive markets.
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Thus. the industn now has subsectors identified frequenth as competitive merchant. regulated delivery.
regulated integrated. and unregulated integrated ¢ty pically state-regulated delven and snregulated generation)
Each of these subsectors tvpically differs in financial performance and market valuation characleristics such as
carnings multiples. eamings grovwth prospects and div idend vields

Progress Energy generally is identified as being in the regulated mtegrated subsector. This means Progress
Energy and its peer companies are primarily rate-of-retum regulated. operate in the full range of the value chain. and
tvpically have requirements to serve all customers under state utilie regulations Other companies that are similar
1o us from a business model perspective and that are generaliv categorized in our subsector include companies like
Southern Company. Duke Energy. SCANA. Ncel and PG&E. The Comnuttee. therefore. monitors companies like
these in comparing and evaluating Progress Energy’s financial performance for investors and compensation for
executives.

On an annual basis. the Conunittee’s compensation consultant provides the Comumittee with a written
analysis comparing base salaries. target annual incentives and the grant date value of long-term incentives of
our executive officers to compensation opportunities provided to executive officers of our peers. For 2009. the
Committee approved the use of the same peer group of 18 integrated utilities used in the prior vear (that is. utilities
that have transmission. distribution and generation assets) (the "Benclumarking Peer Group™). The Benchmarking
Peer Group was chosen based primarily on revenues. These companies would likely be companies with which we
primarily compete for executive talent. The table below lists the companies in the Benchmarking Peer Group

Alleghenv Energy. Inc. Edison International Pinnacle West Capital Corporation
Ameren Corporation Entergv Corporation PPL Corporation

American Electric Power Co.. Inc. Exclon Corporation SCANA Corporation

Dominion Resources. Inc. FirstEncrgy Corporation Southerm Compam

DTE Energy Company FPL Group. Inc. TECO Energy. Inc.

Duke Energy Corporation PG&E Corporation Xcel Energy. Inc.

The Committee will annually evaluate the Benchmarking Peer Group to ensure that it remains appropriate
for compensation comparisons

SECTION 162(m) IMPACTS

Section 162(m) of the Imernal Revenue Code of 1986, as amended. linits. with certain exceptions. the
amount a publicly held company may deduct each vear for compensation over $1 million paid or accrued with
respect 1o its chief executive officer and any of the other three most highly compensated officers (excluding the chief
financial officer). Certain performance-based compensation is. however. specifically exempt from the deduction
limit. To qualify as performance-based. compensation must be paid pursuant to a plan that is:

«  administercd by a committec of ouiside direciors:
+  based on achicving objective performance goals, and
«  disclosed to and approved by the sharcholders

The Committee considers the impact of Section 162(m) when designing exceutihv ¢ compensation clements
and aticmpts to minimize nondeductible compensation. The Company recen ed sharcholder approval of the Progress
Encrgy 2009 Exccutive Incentive Plan (the "EIP7). an annual cash incentive plan for the Company’s named
exceutive officers, at its 2009 Annual Mecting of Sharcholders The MICP and EIP were designed to work ogether
to cnable the Compam to presenve the tax deducubility of mncentive awards under Section 1620m) of the Internal
Revenue Code. as amended. to the extent practicable. The sole purposc of the EIP is to presenve the tax deductibiliny
of incentive awards that are qualified performance-based compensation
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STOCK OWNERSHIP GUIDELINES

To align the interests of our exccutives with the interests of sharcholders. the Board of Dircciors utitizes
stock ownership guidelines for all executive officers. The euidelines are designed to ensure that onr management
maintains a significant ownership stake in the Company The guidelines require cach senior exccutive (o own a
multiple of hus or her base salany i the form of Company common stock generalls within [ive years of assuming his
or her position. The required levels of ownership are designed to reflect the fevel of responsibihits that the exccutine
positions cntail

Each y car. the Commutice benchimarks both the position ey els and the multiples in our guidelines against
thosc of the Benchmarking Peer Group and general industny designs. The benchmarking for 2009 indicated that
the Company s guidelines were “at market” with respect to ownership levels. the tspes of equiny that count toward
ownership, and the iimeframe for comphiance The stock ownership guidelines for our executive officer positions are
shown in the table below:

Position Level Stock Ownership Guidelines
Chief Executive Officer 5.0 times Basc Salan
Chicef Operating Officer 4.0 times Base Salan
Chicf Financial Officer 3.0 times Basc Salaryv
Presidents/Executiy e Vice Presidents/Sentor Vice Presidents 3.0 umes Base Salan

For purposes of mecting the applicable guidelines. the following are considered as connmon stock owned by
an executive: (i) shares owned oufright by the executive: (ii) stock held in amy defined contribution. Emplovee Stock
Ownership Plan or other stock-based plan: (i11) phantom stock deferred under an annual incentive or base salan
deferral plan; (iv) stock carncd and deferred in any long-term incentive plan account; (v) restricted stock awards and
restricted stock units: and (vi) stock held in a famihy trust or immiediate family holdings

As of Februarv 23. 2010, our named executive officers were in comphiance with the guidelines (sce
Managcement Ownership table on page 10 of this Proxy Statement for specific details). As an indication of
Mr. Johnson's alignment of his interests with that of our shareholders. he currently holds equity more than 8}4-times
his base salary which exceeds the 3-times base salany required under the guidelines. Further. he has not sold any of
the shares he recetved upon the vesting of his restricted stock awards. restricted stock units. and performance shares
since he became Chicf Exccutive Officer

I. ELEMENTS OF COMPENSATION

The vanous clements of our exccutive compensation program described aboye under the caption
“Compensation Program Structure” on page 24 are designed to mect the three key principles described under the
caption ~Compensation Philosophy and Overview™ on page 21 of this Proxy Statement. We have designed an allocation
of long-term to short-term compensation that reflects the job responsibilies of the exceutiv e, provides an mcentnve for
the exceutive to maximize his or her contribution to the Company. and 1s consistent with market practices In general,
we believe that the more senior an exccutive's position. the greater responsibility and influence he or she has regarding
the long-term strategic direction of the Compam. Thus. the Chief Exccutive Officer’s tareet long-term compensation
is designed to account for approxnnateh two-thirds of Tus total compensation package (1.c. base salany. target annual
incentives. and long-tenm incentives). By comparison. Schnior Vice Presidents” target long-lenm compensation is
designed to constitute approsimately onc-half of their total target compensation packages. Under this approach.
executh es who bear the most responsibility for and influence over the Company s long-tenm perfonmance receih ¢
compensation packages that provide greater incentiv es 1o achieve the Company’'s long-term objectiy os

The table below shows the mix of short-term and long-term incentiv ¢ awards to cach named oxccutine
officer for 2009, Percentages for incentives are expressed as a perceniage of base salarnv Additonal clements of
compensation are discussed Nurther in this section
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Long-Term Incentive
Short-Term | Targets as a Percentage
{annual) of Salary Total
Named Execuiive Base Salary Incentive |Performance| Restricted | incentive

Otficer (as of 1/1/10) Target Shares’ Stock Tareet

William D. Johnson $990.000 353% 233% 117% 433%
Mark F. Mulhem $423.000 53% 117% 8% 230%
Jeffrev J Lvash $453.000 S3% 117% 38%% 230%
Llovd M. Yates $448.000 353% 117% 8% 230%
Paula J. Sims $370.000 +3% 100% 30% 195%

P Annual incentive awards can range from (%6-200% of target percentages noted above
* Pavout opportunities can range from 0%-200% of grant

To assess overall compensation. the Committee utilizes tally sheets that provide a summary of the elements
of compensation tor each senior executive. The tally sheets indicate target and actual pay earned. They also
sunmunarize potential retirement benefits at age 65. current equity holdings. and potential value from severance

1. BASE SALARY

The primary purpose of base salaries is to provide a basic element of compensation necessary to attract and
retain executives  Base salary levels are established based on data from the Benchmarking Peer Group identified
above and consideration of each executive officer’s skills. experience. responsibilities and performance. Market
compensation levels are used to assist in establishing each executive’s job value (commonly called the “midpoint™ at
other companies). job values serve as the market reference for deternining base salaries

Each vear. the compensation consultant provides the market values for our executive officer positions
Based. in part. on these market values and. in part. on the executives” achievement of individual and Company goals.
the Chief Executive Officer then recommends to the Committee base salary adjustments for our executive officers
(excluding himself). The Commitiee reviews the proposed base salaries. adjusts them as it deems appropriate based
on the executives” achievement of individual and Company goals and market trends that result in changes to job
values. and approves them in the first quarter of each vear. The Committee meets in exccutive session with the
compensation consultant to review and establish the Chief Executive Officer’s base salary.

The Committee’s compensation philosophy is to consider market values near the 50™ percentile of the
Benchmarking Peer Group. The Committee may choose to set base salaries at a ligher percentile of the market to
address such factors as competition. retention. succession planning. and the uniqueness and complexity of a position:
however. on average. base salaries of the named executive officers for 2009 were approximately 10% below those
of the Benchmarking Peer Group. While our current named executive officers have significant experience and
tenmre with the Company. they. as a group. do not have significant tenure in their current positions. The Conunitiee
expects that over time. the average base salany percentile will continue to target the market median, We discuss how
individual named executive officers” base salaries compare to the targeted benchmark in 72009 COMPENSATION
DECISIONS™ on page ) below

2. ANNUAL INCENTIVE

We sponsor the MICP. an annual cash incentive plan. in which our executives. managers and supervisors
participate. The Company includes managers and supervisors in the MICP to increase accoumability for all levels
of the Company’s management team and to betier align compensation with management performance. Annual
incentive opportunities are provided to executive officers 1o promote the achievement of annual performance
objectives. MICP targets are based on a percentage of cach executive's base salary and are intended to offer target
award opportunities that approximate the 30% percentile of the market for Benchinarking Peer Group. For 2009, all
MICP 1argets for our named executive officers were at or below the 30™ percentile
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Each vear the Committee establishes the threshold. target and owstanding levels for the performance
measwres applicable to the named execntive afficers. The 2009 MICP performance measures Were ongoing eamings
per share (EPS) and business unit EBITDA for PEC and PEF as shown in the table below

SHECP Financial Performance Goals

(in millions except EPS) Threshold i Target Ouistanding
Company EPS $2.80 $3.06 $3.16
PEC EBITDA $1.630 $1.685 $1.715
PEF EBITDA S1.060 $1.100 $1.113

The MICP’s performance tarects are designed o ahgn with our lnancial plan and arc intended to
appropriatcly motivate the exccutive officers (o achicy ¢ the destred corporate financial objectives. The potential
MICP funding lor cach performance measurc is 50% at threshold. - 100% at target and 200% at outstanding
{maximum). Interpolation occurs when actual performance is between the identified levels Each performance
micasure is assigned a weight based on the retative importance of that measure to the Company's performance.
During the ycar. updates arc provided to the Committee on the Company’s performance as compared to the
performance measures. Effective Januany 1. 2010, the fegal entity EBITDA performance measure was replaced by
Icgal entity net income. This new performance measure was implemented as a result of the Company's desire to
increasc its legal entity focus on net income results. Net income results include certain regulatory decisions and key
costs that arc part of achicving EPS targets in managing a capital-intensive utility business.

The deternunation of the annual MICP award that each named exccutive officer receives has two steps:
1) funding the MICP awards based on the performance as compared to the financial goals specified above: and
2) determining individual MICP awards. First. the Conunitiee determines the total amount that will be made available
to fund MICP anards to managers and executives. including the named executive officers. To determine the total
amount available to fund all MICP awards. we calculate an amount for each MICP participant by multiplying
each participant’s base salary by o performance factor (based on the sum of a participant's weighted target award
achievements) The performance factor ranges between (0 and 200% of a participant’s target award. depending upon
the results of each applicable performance measure. The sum of these amounts for all participants is the total amount
of funds available to pav to all participants. including the named executive officers. For 2009. the named executive
officers’ performance measures under the MICP were weighted among earnings per share and EBITDA as follows:

Performance Measures
(Relative Percentage Weight)
Company
Named Executive Target Earnings | PEC PEF
Officer Opportunity | Per Share | EBITDA | EBITDA
William D. Johnson 83% {00% — —
Mark F. Muthemn 35% 100%4 — —
Jeffrev J. Lvash (through July 5. 2009) S33% 43%% — 55%
Jeffrev J. Lvash (effective Julv 6. 2009) 35% 35% 32.39% 32.3%
Liovd M. Yates 55% 43% 35% —
Paula J. Sims 4359, 33% 32.3%, 32.5%

PME Euash's performance meastie opportwities ad relative weights under the MICE were adjusted eflective July 6, 2000,
to reflect his hecoming the Comparn s necutive Vice President - Corporate Development
Second. the Committee wtilizes discreuon to determine the MICP award o be paid to each executive. This
determination is based on the executive's target award opportunity. the degree to which the Company achieved
certain goals. and the evecutive’s indn idual perfermance based on achieving individual goals and operating resulis

As allowed by the MICP. the Comumnittee uses discretion to adjust funding amounts up or down depending
on factors that it decins appropriate. such as storm cosis and other nonrecurting Hems including impainments.
restructuring costs. and gains/losses on sales of assets. The Commutice uses ongoing carnings per share as defined
and reported by the Compam i its annual camnings release. Based on management' s recommendations. with
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respect o 2009, the Committee exercised discretion for the three performance measures—earnings per share. PEC
EBITDA and PEF EBITDA The Comnuttee approved adjusting carnings per share results upward by $0.04 10
account for storm costs and investment gains on certain emplovee benefit trusts. The Committee approved adjusting
the PEC EBITDA results for the decline in residential. commercial. and industrial retail usage due to weak economic
conditions. favorable weather. and storm costs for a net upward adjustment of $72 million. The Committee also
approved adjusting the PEF EBITDA downward by $32 million to reflect the impact of favorable weather and
pension expense amortization. These adjustments resulted in earnings per share. PEC EBITDA and PEF EBITDA
performance at 93%. 68% and 107% of target. respectively

The Committee may reduce but cannot increase the amount pavable to a participant according (o business
factors determined by the Commilttee. including the performance measures under the MICP. Awards are earned
based upon the achievement of performance measures approved by the Committee under the MICP

3. LONG-TERM INCENTIVES

The 2007 Equity Incentive Plan (the "Equity Incentive Plan™) was approved by our shareholders in
2007 and allows the Committee to make various tvpes of long-term incentive awards to Equity Incentive Plan
participants. including the named executive officers. The awards are provided to the named executive officers to
align the interests of each executive with those of the Company s shareholders. Long-term incentive awards are
intended to offer target award opportunities that approximate the 30" percentile of the peer group. Currently, the
Conumittee utilizes only two tvpes of equitv-based incentives: restricted stock units and performance shares

The Committee has determined that to accomplish our compensation program's purposes effectively.
equity-based awards should consist of one-third restricted stock units and two-thirds performance shares. This
allocation reflects the Committee’s strategy of utilizing long-term incentives to retain officers. align officers
interests with those of the Company s shareholders and drive specific financial performance. Performance shares
are intended to focus executive officers on the multi-vear sustained achievement of financial and shareholder value
objectives. Restricted stock units are service-based and provide an opportunity for the executive officer’s interests
to be further aligned with shareholder interests if the executive remains with the Company long enough for the
restricled stock units to vest

The table below shows the 2009 long-terin incentive targets for each of the named executive officer’s positions.

Long-Term Incentive Award Target!

Performance Restricted Stock

Shares Units
Target Award Target Award

Position’ 2009 2009
Chief Executive Officer 233% 117%
Executive Vice President 117% 58%
Chicl Financial Officer 11 7% 38%
Presidents. PEC and PEF 117%, 38%
Semnior Vice Presidents 100%, S04,

FTareet awird anounts are expressed as percentages of base salaries tor the hsted positions

- Fosttion held at Progress Frergy . Ine anless otherwise noted
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In determining long-term incentive targets. the Comnuttee may choose to estubiish targets at a higher
percentile of the market to address such factors as competition. retention. succession planniny and the uniqueness
and complexitv of a position: however. on average. the targets established for the named exccuive officers for 2009
were 15% lower than comparable aggregate long-term incentive opponunities of our peer group The Committes
expects that. over time. the fong-term incentive opportunities will continue o approximate the 307 percentile of
the peer group We discuss how individual named executive officers” long-term incentiv e targets compared to the
targeted benchmarks in “2009 COMPENSATION DECISIONS™ on page 40 below. Grants of equityv-based awards
tvpically occur in the first quarter. after the annual eamnings release. This timing allows current {inancial information
1o be fully disclosed and publicly available prior to any grants

After October 2004, we ceased granting stock options. All previously gramted stock options remainyvalid in
accordance with their terms and conditions.

Performance Shares

The PSSP authorizes the Committee to issue performance shares to executives as selected by the
Commitiee in its sole discretion. The value of a performance share is equal to the value of a share of the Company's
common stock. and earned performance share awards are paid in Company common stock. The performance period
for a performance share is the three-consecutive-calendar-vear period beginning in the vear in which it 1s granted
The closing stock price on the last trading day of the vear prior to the beginning of the performance period is used to
calculate the number of performance shares granted to each participant in that performance period The Committee
may exercise discretion in determining the size of each performance share grant. with the maximumn grant size
at 125% of target. In 2009. the Comimnittee did not exercise this discretion with respect to any grant of the named
executive officers

2007 Performance Share Sub-Plan

The PSSP. as redesigned in 2007 (the ~2007 PSSP™). provides for an adjusted measure of total shareholder
return to be utilized as the sole measure for determining the amount of a performance share award upon vesting. The
Committee and management designed the total shareholder return performance measure to be calculated assuming
a constant price to earnings ratio. which was set at the beginning of each performance period. The performance
measure also uses the Companyv’s publicly reported ongoing earnings as the carnings component for determining
performance share awards. The Commitiee chose this method. which we will refer to as “Total Business Return.” as
the sole perfornance measure (o support its desire to better align the long-term incentives with the interests of our
shareholders and to emphasize our focus on dividend and earnings per share growth. The performance measure for
the 2007 and 2008 performance share grants made under the 2007 PSSP are shown in the table below

Threshold Tarpet Outstanding
2007 Total Business Return® 3% 8% >10 5%,
2007 Percentage of Target Award Earned 50% 100% 200%
2008 Total Business Return® 5% 8% >
2008 Percentage of Target Award Earned 25% 1009, 200%%

* Total shareholder retum. adjusted to reflect a constant price to camings ratio setat Januan 1ot the grant vear and o
reflect the Compam s ongoing earnings per share for each vear of the performance period

Additionally. the Commitice retained the discretion to reduce the number of performance shares awarded if
1 determines that the pay outs resulting from the Total Business Retum do not appropnately reflect the Compam s
actual performance
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In 2007 the Committee approved a transition plan designed to bridge the prior long-term incentive plan
to the redesigned long-term incentive plan. Under the transition plan. the Committee awarded interim grants of
performance units to our officers (the " Transitional Grants™)y. The Transitional Grants were determined using the
same Total Business Returt measure as the annual gramts described above.

The Transiional Grants included a grant that vested in 2009 The sive of the grant anarded 1o cachof
the named exccutn ¢ officers was equal to such officer’s revised PSSP long-term incentive target for 2007 The
transition plan provides that any award from the Transitional Grants vesting in 2009 will be reduced by aw ards.
if any. from the outstanding 2000 performance share grants vesting in 2009, Based on the performance results
calculated under the terms of the 2006 PSSP, the Company did not make a payment in 2009 in connection with
the performance shares that were issued in 2066, Under the terms of the Transitional Grants. the actual payout
opportunity ranges {rom 0% (o 200% of the grant. bascd on performance, In 2009, the Commitice approved a pay out
of 100% of the target v alue for the Transitional Grant that vested in 2009

2009 Performance Share Sub-Plan (the “2009 PSSP™)

Inearly 2009. the Committee. along with its executive compensation consultant. concluded that the PSSP
should be modified to further align it with the prevatling structure of long-term incentive plans of other highly
regulated utility companies and 1o improve its alignment with the Company’'s goals. The 2009 PSSP continues to be
based on a three-vear performance period. and performance shares accrue quarterly dividend equivalents. which are
reinvested in additional shares. Shares vest on January 1 following the end of the performance period and are paid
out in Company common stock provided the performance measures have been met.

The modifications to the 2009 PSSP use two cqually weighted performance measures: relative total
sharcholder return (TSR and carnings growth. By using a combination of relative (TSR) and absolute (camings
growth) performance measures. the 2009 PSSP allows the Committee to consider the Company s performance as
compared to the PSSP Peer Group (as defined below). and management’s achicvement of internal goals TSR is
defined as the appreciation or depreciation in the value of the stock. plus dividends paid during the vear. divided
by the closing value of the stock on the last trading dav of the preceding year. The relative TSR performance is
calculated using the Company 's three-year annualized TSR ranked against the PSSP Peer Group (as defined below)
This component of the PSSP award is bascd on the Company s relative TSR percentile ranking. However, regardless
of the relative ranking. if the Compamy’'s TSR is negative for the performance period. no award aboy ¢ the threshold
can be ecamed. The table below shows the percent of target awards that may be earned based on the Company’s
relative TSR percentile ranking:

Performance and Award Structure (50%)

Percentile Ranking Percent of Target Award Eaned
3ot 200M%
S0 100%
A0t 30%
<k 0%

The Committee selected a peer group for the PSSP awards comprised of highly regulated companies with
a business strategy similar to ours based on a percentage of regulated earnings (the "PSSP Peer Group™). These
companies have a significant amount of their carnings generated from regulated assets In addition. the PSSP Peer
Group was selected based on other factors mncluding revenues. market capitalization. enterprise value and percent of

regulated earnings. The table below lisis the companies in the PSSP Peer Group

Alliant Energy Corporition

Creat Plains Energy. Inc.

SCANA Corporation

American Electric Power. Inc.

NV Energy. Inc.

Southern Company

Consolidated Edison. Inc.

PG&E Corporation

Westar Encrey. Inc.

DPL. Inc

Pinnacle West Capital Corporation

Wisconsin Encrgy Corp,

Duke Energy Corporation

Portland General Elecuric Company

Xcel Energy. Inc
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The PSSP Peer Group differs {rom the Benchmurking Peer Group the Comumittee uses for purposes of
benchmarking compensation: The Benchimarking Peer Group is a broader group that represents those companies with
which we primanly compete for executive talent and includes companies that are not regulated integrated utilities
The Commuitiee believes that for purposes of onr long-term incentive plan. it is more appropriate to use the PSSP Peer
Group comprised of companies that derive a significant percentage of their earnings from regulated businesses

Earmnings growth is based on the Company s ongeing anual EPS. The ongoing EPS is determined in
accordance with the Company's “Policy for Press Release Eamings Disclosure ™ The earnings growth component
of the PSSP award is based on the Company s earnings growth performance as measured against pre-established
goals set at the beginning of the performance period. The table below shows the percent of target awards that may be
carned based on the Company s earnings growth performance:

Performance and Award Structure (50%)
Three-Year Average Ongoing Percent of Target Award
Performance EPS Growth Earned
Threshold 2% 30%
Target 4% 100%
Maximum 6% 200%

Restricted Stock and Restricted Stock Units

The restricted stock component of the current long-term incentiv ¢ program helps us retain executives and
aligns the interests of management with those of our sharcholders and management by rewarding executives for
increasing sharcholder value. In 2007. the Commiitee began issuing restricted stock units rather than restricted
stock. The restricted stock units provide the same incentives and value as restricted stock. but arc more flexible and
cost cffective for the Company. Exccutive officers typically reeeive a grant of service-based restricted stock units
in the {irst quarter of each vear which are subject to a three-vear graded vesting schedule. The size of cach grant
is basced on the executive officer’s target and determined using the closing stock price on the last trading day prior
to the Commuitlee’s action. The Committee establishes target Ievels based on the peer group information discussed
uncler the caption “Competitive Positioning Philosophy ™ on page 26 above. The 2009 restricted stock unit targets for
the named executive officer positions are shown in the “Long-Term Incentive Award Target” table on page 31 above.
The restricted stock units pay quarterly cash dividend equiv alents equal to the amount of any dividends paid on
our common stock. The Committee believes that the service-based nature of restricted stock units is effective in
rctaining an experienced and capable management (cam.

To further accent the retention quality of the Equity Incentiv e Plan and to recognize the contribution of the
officer team. including the named executive officers. the Committce may also issue n its discretion service-based
ad hoc grants of restricted stock units (o exceutives. Ad hoc grants awarded by the Committee during 2009 arc
discussed in 2009 COMPENSATION DECISIONS™ on page 40 below

4. SUPPLEMENTAL SENIOR EXECUTIVE RETIREMENT PLAN

The Supplemental Senior Exccutive Retirement Plan ("SERP™) proy ides a supplememal. unfunded
pension benefit for executive officers who have at feast 10 vears of service and at least three y cars of service
on our Senjor Management Committee. Currenthy. 11 executive officers participate in the SERP. The SERP is
designed to provide pension benefits above those carned under our qualificd pension plan. Current tax law s place
various Himits on the benefits pavable under our qualified pension. including a limit on the amount of annual
compensation that can be taken into account when apphving the plan’s benefit formulas. Therefore. the retirement
imcomes provided to the named executive officers by the qualified plans gencrally constitute a smaller percentage
of final pay than is tpically the casc for other Company cmployees. To make up for this shortfall and to maintain
the market-competitiveness of the Company’'s executive retirement benefils. we maintain the SERP for executive
officers. including the named executive officers



Case No. 2011-124
Staff-DR-01-031 (a) attachment
(Progress Energy)

Page 39 of 89

. Proxy Statement

The SERP defines covered compensation zs il base salany plus the annual cash incentive award. The
qualified plans define covered compensation as base salarny oniv. The Conumitice believes it 1s appropriate to include
annual cash incentive awards in the definition of covered compensation for purposes of detenmining pension plan
benefits for the named executive officers 1o ensure that the named execmive officers can replace in relirement a
simifar portion of total compensation as replaced for ether emplovees who participate in the Company’s pension
plan. This approach takes into account the fact that buse pay alone comprises a relatively smaller percentage of a
named executive officer’s total compensation than of other Company employees’ total compensation.

The Commitiee believes that the SERP is a vatuable and effective 1ool for attraction and retention due (o its
vesting requirements and its significant benefit. 1t is also a common ool mmong the Benchmarking Peer Group and
utilities in general Total vears of service attributable to an eligible executive officer may consist of actual or deemed
vears, The Committee grants deeined vears of service on a case-by-case basis depending upon our need to attract
and retain a particular executive officer Al of our named executive officers are fully vested in the SERP

Payments under the SERP are made in the form of an annuity, pavable at age 65 The monthlv SERP
pavment is calculated using a formula that equates 1o 4% per vear of service (capped at 62%) multiplied by the
average monthly eligible pay for the highest completed 36 months of eligible pay within the preceding 120-month
period. Eligible pay includes base salary and annual incentive (For those executives who became SERP participants
on or after Januarv 1. 2009. the target benefit percentage is 2 23% rather than 4% per vear of service. None of the
named executive officers for 2009 is subject to the new benefit percentage. ) Benefits under the SERP are fully offset
bv Social Security benefits and by benefits paid under our qualified pension plan An executive officer who is age
55 or older with at least 15 vears of service may elect to retire and commence his or her SERP benefit prior to age
65 The early retirement benefit will be reduced by 2 5% for each vear the participant receives the benefit prior to
reaching age 63

5. MANAGEMENT CHANGE-IN-CONTROL PLAN

We sponsor a Management Change-In-Control Plan (the ~CIC Plan™) for selected employees. The purpose
of the CIC Plan is to retain kev management emplovees who are critical to the negotiation and subsequent success
of any transition resulting from a change-in-control ("CIC™) of the Company. Providing such protection to executive
officers in general minimizes disruption during a pending or anticipated CIC. Under our CIC Plan. we generally
define a CIC as occurring at the earliest of the following:

« the date anyv person or group becomes the beneficial owner of 25% or more of the combined voting
power of our then outstanding securities: or

+  the date a tender offer for the ownership of more than 30% of our then outstanding voting securities is
consummated. or

+  the date we consummate a merger share exchange or consolidation with any other corporation
or entity. regardless of whether we are the surviving company. unless our outstanding securities
immediately prior to the transaction continue to represent more than 60% of the combined voting
power of the outstanding voting securities of the surviving entity immediately after the transaction: or

«  the date. when as a result of a tender offer. exchange offer. proxyv contest. merger. share exchange.
consolidation. sale of assets or any combination of the foregoing. the directors sernving as of the effective
date of the change-in-control plan. or elected thereafter with the support of not less than 75% of those
directors. cease to constituie at least two-thirds (75) of the members of the Board of Direciors: or

+  the date that our shareholders approve a plan of complete liquidation or winding-up or an agreement
for the sale or disposition by us of all or substantially all of our assets: or
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«  the date of anv other event that our Board of Directors determines should constitute a CIC

The purposes of the CIC Plan and the levels of pavment it provides are designed to

+  focus executives on maximizing sharcholder value,

«  ensure business continuity during & transition and thereby maintain the value of the acquired company.
«  allow execuuves to focus on their jobs by easing termination concerns.

+ demonstrate the Company’'s commitment to its executives;

«  reward executives for their role in executing a transition and. if appropriate. align awards with the new
compam’s performance:

«  recognize the additional stress. efforts and responsibilities of emplovees during periods of transition: and
«  keep executives in place and provide them with severance only if a CIC transaction is completed

The Committee has the sole authoritv and discretion to designate emplovees and/or positions for
participation in the CIC Plan. The Committee has designated cerlain positions. including all of the named executive
officer positions. for participation in the CIC Plan. Participants are not eligible to receive any of the CI1C Plan’s
benefits absent both a CIC of the Company and an involuntary termination of the participant’s emplovment without
cause. including voluntary termination for good reason. Good reason termination includes changes in employment
circumstances such as

+ areduction of base salary or incentive targels:

»  certain reductions in position or scope of authority:
«  asignificant change in work location: or

«  abreach of provisions of the CIC Plan

Rather than allowing benefit amounts to be determined at the discretion of the Committee, the CIC Plan
has specified nultipliers designed to be attractive to the executives and competitive with current market practices
With the assistance of its executive compensation and benefits consultant. the Committee has reviewed the
benelits provided under the CIC Plan to ensure that they meet the Company's needs. are reasonable and fall within
competitive parameters. The Committee has determined that the current multipliers are needed for the CIC Plan to
be effective at meeting the goals described above

The CIC Plan provides separate tiers of severance benefits based on the position a participant holds within
our Company. The continuation of health and welfare benefits coverage and the degree of excise tax gross-up for
terminated panticipanis align with the length of time during which they will receive severance benefits
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The following table sets forth the kev provisions of the CIC Plan benefits as it relates to our named

executive officers:

Tier

xamt
-

Tier

Eligible Positions

Chief Executive Officer.
Chief Operating Officer.
Presidents and Execuiive
Vice Presidents

Senior Vice Presidents

Cash Severance

300% of base salary and
annual incentive’

200% of base salarv and
annual incentive!

Health & Welfare Coverage Period

Coverage up lo 36 months

Coverage up (o 24 months

Gross-ups

Full-gross-up of excise tax

Conditional gross-up of excise {ax

!'The cash severance payment will be equal to the sum ol the applicable percentage of anmual base sulany and the
greater of the average of the participant’s annual incentive award for the three vears nmmediately preceding the participant’s
emplovment tennination date. or the participant’s target annual incentive award for the vear the participant’s employ ment with

the Company terminates

Additionally. the following benefits are potentially available to named executive officers upon a CIC.

Benefit

Description

Annual Incentive

100% of target incentive in vear of CIC

Restricted Stock
Agreements

Restrictions arc fully waived on all outstanding grants upon termination

Performance Share
Sub-Plan

QOutstanding awards vest as of the termination date

Stock Option Agreements

Rights dependent upon whether option has been assumed by successor

Supplemental Senior
Executive Retirement Plan

Participant shall be deemed to have met minimum service requirements for benefit
purposes. and participant shall be entitled to pavment of benefit under the SERP

Deferred Compensation

Entitled to payment of accrued benefits in all accrued nonqualified deferred
compensation plans

Split-Dollar Life
Insurance Policies!

We pay all premiums due under a split-dollar life insurance arrangement under
which the terminated participant is the insured for a period not to exceed the
applicable period of cither 36 (Tier 1) or 24 (Tier 1) months

"Prior to 2003, we sponsored an executive split-dollar life msurance program. The plan provided life insurance
coverage approximately equal to three times salany for executive officers. During 2003, we discontinued owr executive
split-doliar program for all [uture exceutives and discontinued our payment of premiums on existing split-dollar policies for
senior executives in response o the Intermal Revenue Service's final sphit-doar regulations and the Sarbanes-Oxley Act of 2002
In 2008 the Committee authorized the Chief Executive Officer to terminate the executive split-dolfar program. The Plan was
terminated effective Janvary 1. 2009 All named executive oflicers surrendered their pohcies for cash value. Surrender proceeds

were issued i Janonan 2009

In the event of a change-in-control of the Company. cach named executive officer can receive the greater of
beneflits provided under the CIC Plan or severance benefits provided under his emplovment agreement. but not both
The 1ables captioned "Potential Pavments Upon Termination.” on pages 59 through 68 below show the potential
pavments each of our named executive officers would receive in the event of i1 C1C
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The CIC Plan also permits the Board to establish a nonqualified trust to protect the benefits of the impacted
participants. This tvpe of trust generally 1s established to protect nonqualified and/or deferred compensation
against various risks such as a CIC or a management change-of-heart. Anv such trust the Board establishes will be
irrevocable and inaccessible to future or current management. and may be currently funded. To date. no such trust
has been funded with respect to anv of our named exccutne officers

6. EMPLOYMENT AGREEMENTS

Each named executive officer has an emplovment agreement that documents the Company s relationship
with that executive. We provide these agreements 1o the executives as a means of attracting and retaining them.
Fach agreement has a term of three vears. When an agreement’s remaining term diminishes to two vears. the
agreement avtomatically adds another vear to the term. unless we give 60-days advance notice that we do not want
1o extend the agreement. If a named executive officer is terminated without cause during the term of the agreement.
he is entitled to severance payments equal to his base salany times 2.99. as well as up to 18 months of COBRA
reimbursement. A description of each named executive officer’s employment agreement is discussed under the
~“Emploviment Agreement” section of the “Discussion of Summary Compensation Table and Grants of Plan-Based
Awards Table™ on page 50 of this Proxy Statement

The Committee provides employment agreements to the named executive officers because it believes
that such agreements are important for the Company to be competitive and retain a cohesive management team.
The emplovment agreements also provide for a defined employment arrangement with the executives and provide
various protections for the Company. such as prohibiting competition with the Company. solicitation of the
Company’'s emplovees and disclosure of confidential information or trade secrets. The Commitiee believes that the
terms of the emplovment agreements are in line with general industry practice.

7. EXECUTIVE PERQUISITES

We provide certain perquisites and other benefits to our executives. Amounts attributable to perquisites are
disclosed in the ~All Other Compensation” column of the Summary Compensation Table on page 45

During 2009. the Committee evaluated the perquisites program to determine whether it was competitive
and consistent with the Company’s compensation philosophyv. As a result of this evaluation. the Committee
determined that the current perquisites were approprate and consistent with market practices. The perquisites
available to the named executive officers during 2009 include:

Perquisites for 2009 Description
Personal Travel on Comporate Aircraft Personal and spousal travel on corporate aircraft is
and “Business-Related” Spousal Travel’ permitted under very limited circumstances,
An annual allowance of up to $16.500 for the purpose
Financial and Estate Planning of purchasing financial and estate planning counseling

and services and preparation of personal tax return.
Membership i an approy ed luncheon club and
mcmbership in a health club of exccutive officer’s choice.
Renmbursement of up to $2.500 for an extensive

Luncheon and Health Club Ducs

Executive Py sical physical at a clinie spectalizing i executive phy sicals.
cven other year
Internet and Telecom Service: Monthly fees for Internet and telecom access

An installed home secunty svstem and pavment of
monitoring fees
Accidenal Death and Dismombermaent Insurance $300.000 of AD&D insurance for cach exccutive officer,

Home Security
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"Personal trave] on the Company s areralUin the event of o famnily anergency or similar situation 1s permitied with
the approval of the Chief Executive Officer Lyecutves spouses mas trasel on the Company s aireralt to accompan the
executives (o whusiness-related” events enecutives speses are regquested to aend For 2009 the named executive othicers whose

perquisites included spousal travel on corporate sirciait for business purposes were Messrs Lrash und Yates
“Inchuding home use of Company -owned computer

The Committee betieves that the porquisites we provide 1o our exccutives are reasonable. competitive
and consistent with our oy erall exccutin ¢ compensation program m that they help us attract and retain skilled and
qualificd executives. We belicy ¢ that these benefits generally allow our execuwth ¢s 10 work more efficiently and.
in the casc of the tax and financial planning services. help them to optimize the value received from all of the
compensation and benefits programs offered. The costs of these benefits constitinie only a small percentage of each
nanted executive officer’s total compensation.

8. OTHER BROAD-BASED BENEFITS

The named executive officers receive our general corporate benefits provided to all of our regular. full-time.
nonbargaining cmplovees. These broad-based benefits include the following:

+  participation in our 40 I{k) Plan (including a limited Company maltch of up to 6% of eligible
compensation).

+  participation in our funded. tax-qualified. noncontributony defined-benefit pension plan. which uscs a
cash balance formula to accruce benefits. and

+  genceral health and welfare benefits such as medical. dental. vision and lifc insurance. as wcll as
long-term disability coverage

9. BEFERRED COMPENSATION

We sponsor the Management Deferred Compensation Plan (the "MDCP™). an unfunded. deferred
compensation arrangement. The plan is designed to provide executives with tax deferral oplions. in addition to those
available under the existing qualified plans. An exccutive may clect to defer. on a pre-tax basis. pay ment of up to
50% of his or her salary for a minimum of five vears or until his or her date of retircment. As a make-up for the
J01(k) statutory compensation limits. executives receiy ¢ deferred compensation credits of 6% of their base salary
over the Internal Revenue Code statutory compensation limit on 401¢k) retirement plans. The Commitice views the
matching [eature as a restoration benefit designed to restore the matching contribution the exceutive would have
received under the 401(k) retirement plan in the absence of the Internal Reyenuce Service compensation fimits. These
Company matching allocations are allocated to an account that will be deemed initially to be imvested in shares of
astable value fund within the MDCP. Each exccutive may reallocate his or her deferred compensation among the
other available deemed i estment funds that mirror those options av atlable under the 40 (k) plan

Exccutives can elect to defer up to 100% of their MICP and/or performance share awards. The defemal
option is provided as an additional benelit to excentive officers 1o provide flexibiliny in the receipt of compensation
Historically. all deferred awards were deemed to be imvested in performance units. gencralhy equis alent o shares
of the Compamy ‘s common stock and received a 15% discount to the Compam s then-current common stock price
Beginning January 1. 2009, the discount feature was eliminated and deferred awards may be allocated among
investment options that mirror the Company 's 401k) Plan
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i1 2009 COMPENSATION BECISIONS
Company Performance

The Committee made decisions for the excentive officers’ compensation following the process described
above. The Committee noted that under the Jeadership of our executiv e officer management eam, the Company
reported solid financial and operating resulls in 2009 despite the challenging cconomic and regulatory cnviiomment
Highlights of the Company’s 2009 performance include the following.

+  Returned value 1o shareholders including increasing div idends from $642 million in 2008 to $693 mllion
in 2009 dividend payments increased for the 217 consecutive vear:

< Total shareholder return in 2009 was 10 4%as-compared to the average 2009 total sharcholder return
for the Benchmarking Peer Group of 9.66%: the Company’s 3-vear total sharcholder return was
-0.53% as compared 1o the average 3-vear total shareholder return for the Benchmarking Peer Group
of -3.27%:

«  Delivered ongoing carnings of $846 million. or $3.03 per share. compared to $776 million. or $2.96
per share in 2008.

+  Received approval from the Florida Public Service Commission ("FPSC™) to increase base rates by
$132 million: the Committee acknowledges that this increase represents only 26% of the Company’s
request and believes the result was due to the FPSC's unwillingness to meaningfully raise consumer
rates in the particularly challenging Florida economic environment:

»  Received final orders from the FPSC for all of PEF s proposed 2010 recovery for fuel. environmental
and energy-cfficiency costs: and

+  Filed with the North Carolina Utilities Commission ("NCUC™) a plan to retire by the end of 2017
the remaining 11 North Carolina coal-fired units that do not have flue-gas desulfurization controls
(scrubbers) and filed a corresponding plan to build a 600-megawatt (MW) natural gas-fired plant to
replace the coal-fired units at our Sutton Plant in conjunction with their retirement in 2014: the Sutton
Plant project would represent an estimated investnent of approximately $600 million and significantly
reduce overall emissions.

Chief Executive Officer Compensation
Willicun D. Johnson

In March 2009, the Commitice considered Mr. Johnson's salary against the salarics of the chief exceutine
officers in the Benchmarking Peer Group. the Company's performance. and the difficult external cconomic
and regulatory climate. Based on these factors. the Committee approved a salan of $990.000 for Mr. Johnson
representing an increase of 4.2% to his 2008 salane. M1 Johnson's current target tofal base compensation is
approximatefy 18% below the 30% percentile of the Benchmarking Peer Group due to his refatively short tenure in
the Chicf Exccutive Officer position. and more significantly. the challenging cconomic and regulatory environment.
It is the Comumiltee’s intention to increase Mr. Johnson's salary over time to a level that is at the 30" percentile
of the Benchmarking Peer Group. For 2009. the Comunittee st Mr. Johnson's MICP target award at 85% of basc
salary: This target award was the same as the target Mr. Johnson had in 2007 after he assumed his new position.
and represents a target avward opportuniny that is below the 307 percentile of market. The pavout of the 2009 MICP
award was based on the extent to which Mr. Johnson achiey ed his performance goals. which were focused on the
following peneral arcas of Company success

«  Delivering on fundamentals of safety. operational excellence and cusiomer satisfaction:

«  Achieving linancial objectives:
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+ Managing capital projects effectively:

*  Exccuting the encrey -efficicney and emcereing technology features of the Compamn 's Balanced
Solution Stralegy:

+Achieving reasonable oulcome on PEF s 2010 base rate proceeding filed i March 2004:
+  Advocating cffectively for achicvable. affordable ¢limate and renewable encrgy policies: and
»  Suengthening leadership focus on emplovee engagement. communicaiion. diversitv and inclusion

In recognition of his accomplishments during 2009, including his leadership in achiev ing the Company
Performance described above. the Committee awarded Mr Johnson an MICF paveut of $930.000. which is equal to
A% of Mr Johnson's target award. The Committee also considered Mr Johnson's emphasis on specific leadership
behaviors and expectations throughout the vear which were communicated to the Company's management team
in clear and direct terms. The Committee also noted Mr. Johnson's active leadership in key national industry
organizations, including frequent. direct engagement with policvmakers and regulators at the federal and state levels

With respect to his long-term incentive compensation during 2009. Mr. Johnson was granted 27.892
restricted stock units and 53.546 performance shares in accordance with his pre-cstablished targets of 117% and
233%. respectively. of his base salarv. The performance shares are earned based on performance over the three vears
ending December 31. 2011 Additionallv. 29.456 shares of the 2007 annual grant vested in 2009 and were paid out
at 100% of target. The Commutiee also issued to Mr. Johnson an ad hoc retention grant of 8.004 restricted stock
units 1o recognize his leadership in the critical position of Chief Executive Officer. outstanding performance against
objectives and the manner in which he achieved those objectives. Total vear-over-vear compensation to Mr. Johnson
for 2009. as compared to 2008, as noted in the “Summary Compensation Table™ on page 45 of this Proxy Statement.
was relatively flat.

Chief Financial Officer Compensation

Mark F Muthern

In March 2009, Mr. Johnson reconumended and the Committee approved a base salaryv of $425.000 for
My Muthern. representing a 10 4% increase to his previous salary of $385.000. The new base salarv was sel at 20%
below the 0% percentile of the Benchimarking Peer Group. Mr. Mulhem's base salarv was established at this level
due o his relatively short tenure in the Chief Financial Officer position and more significantly. the challenging

economic and regulatorv environment It is the Committee’s intention to increase Mr. Mulhern's salarv over time to
alevel that is at the 50* percentile of the Benchmarking Peer Group

For 2009. Mr Muthem’s MICP target award was set at 33% of his base salan This target award is the
sape target Mr Mulhern had in 2008 after he assumed the Chief Financial Officer position and represents a target
award opportunity that is below the 50* percentile of the market. Mr Mulhem’s performance goals for 2009 focused
on the following general arcas of Conmpany success

«  Achieving financial objectives.
+ Developing a pension funding strategy and communicating it offectively o the mveostment commumty

+  Achieving reasonable outcome on PEF's rate settlement with respect to 2006-2008 expenditures: and

+ Strengthening feadership focus on employ ee engagement. commumication. diversity and inclusion



Case No. 2011-124
Staff-DR-01-031 (a) attachment
(Progress Lnergy)

Page 46 of 89

In recognition of the achicy enents he accomplished in 2009 and on Mr Johnson's recommendation. the
Committee awarded Mr Muolhern an MICP pavout of $223.000 which is equal to 99% of Mr Mulhern's target
award Mr Mulhern's avard was due in part o his leadership in the Company achieving its EPS goal. execution of a
funding strategy for the pension plan. and obtaining mierim rie relief for PEF

With respect to his long-term incentive compensation. in 2009, Mr. Mulhern was granted 5.604 restricted
stock units and 11304 performance shares in accordance with his pre-established targets of 38% and 117%.
respectively, of base salarv. The performance shares are earned based on perfonmance over the three vears ending
December 31. 2011 Additionallv. 7 131 shares of the 2007 annual grant vesied in 2009 and were paid out at 100%
of target. On Mr Johnson's recommendation. the Commitiee also issued to Mr. Mulhern an ad hoc retention grant
of 2,300 restricied stock units to recognize his leadership in the critical position of Chief Financial Officer. his
outstanding performance against objectiv es and the manner in which he achieved those objectives. The decrease
in vear-over-vear total compensation to Mr. Mulhern for 2009, as compared to 2008. as noted in the "Summary
Compensation Table™ on page 45 of this Proxy Statement. was largely due to vesting of the total accumulated SERP
benefit that occurred in 2008

Compensation of Other Named Executive Officers

For 2009. Mr. Johnson recommended and the Committee approved base salaries for Messrs. Lvash and
Yates of $433.000 and $448.000. respectively. The base salaries for Messrs. Lyvash and Yates represented an increase
of approximatelv 1.80% and 1 82%. respectively. above their 2008 salaries. The new base salanes are set at 9%
below the 30" percentile of the market. The modest vear-over-vear increase to Mr. Lyash's and Mr. Yates™ salaries
reflects the Committee's and management's recognition of the challenging economic and regulatory environment,
It is the Committee’s intention to increase Messrs Lvash's and Yates’ salaries over time to a level that is at the 50
percentile of the Benchmarking Peer Group

For 2009. Mr. Johnson reconunended and the Conunittee approved Ms. Sims’ base salary to remain at
$370.000. The 2009 base salarv is set at 11% above the 30™ percentile of the Benchmarking Peer Group due to
Ms. Sims” extensive know ledge of fuel and power operations.

Mr. Lyash received standard assistance with relocation expenses in connection with the Company’s
requirement that he relocate from Florida to North Carolina to assume his cuirent position. Mr. Lyvash also received
assistance with the sale of his Florida home. For more information. see note 16 to the “Summary Compensation
Table” on page 45
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On Mr. Johnson's recommendation. the Committee awarded Messrs Lyvash and Yates and Ms. Sims 2044
MICP awards as descnbed in the table belon

2009 MICP
Award
$233.000

Percent of
Target

93%,

Named Executive
Oificer
Jeffrev J Lyash

Explanation of Award
Mr Lyvash plaved a significant role in mitigating a
substantial reduction in PEF s retail revenue through
a combination of O&M reductions. wholesale
contracts and rate mitigation resulting in PEF's
attaining 1ts carnings goals: completion of the Bartow
Plant repowering that is reflected in rates: and
implementation of project oversight process.
Mr. Yates played a significant role in the Company’s
achievement of its EPS goal and PEC’s achievement
of its capital spending budget goal: led development of
fleet modernization strategy to replace coal-fired plants
with natural gas-fired plants: execution of wholesale
expansion and renewal contracts on favorable terms:
and development of effective relationships in the
regulatory and legislative arenas resulting in passage of
significant legislation in North Carolina.
Ms. Sims plaved a significant role in the Power
Operation Group's achicvement of its O&M and
capital spending goals: led the Continuous Business
Excellence effort o obtain sustainable 3-3%
productivily gains. implementation of a strategy (0
reduce cmissions by replacing coal-fired plants with
natural gas-fired plants: and increased the focus on
salety by reducing our OSHA mjury rate.

Llovd M. Yates ¢ 969,

5%
ta
od
41

5.000

Paula J. Stns $160.000 96%

With respect to long-term compensation. in 2009 each of the other named executive officers received
annual grants of restricted stock units and performance shares in accordance with their pre-established targets. The
table below describes those grants. the transitional performance share erants that the Committec issued in 2007 and
the ad hoc restricted stock unit grants.

Restricted Transitional
Stock Units Vesting in Performance Performance | Ad Hoc Restricted
Named Executive 1/3 Increments in 2010, Shares Shares Stock Units
Officer 2011 and 2012 Vesting 2009 Vesting 2012 Vesting 2012
Jeffrey ). Lvash 6.477 9.335 13.065 2.000
Llovd M. Yates 6404 Y335 12918 2000
Paula J. Sims 4.642 7131 9.285 2.000

The increase in total compensation to Mr Lyash. as compared to 2008, as noted in the ~Summary
Compensation Table” on page 45 of this Proxy Statement. was largely due to the increase in his equity grants value
and the receipt of relocation expenses and assistance with the sale of his Flonda home

The decrease in vear-over-vear total compensation 10 Mr Yaies. a
“Summan Compensation Table” on page 43 of this Proxy Statement. was largely due to vesting of the total
accumulated SERP benefit that occurred in 2008

compiared o 2008, as noted in the
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The significant increase in vear-over-vear total compensation to Ms. Sims. as compared 10 2008, as noted n
the “Summany Compensation Table™ on page 45 of this Proxy Statement. was largely due o her vesiing in the SERP
in 2009,

V. COMPENSATION COMMITTEE REPORY

The Committee has revicwed and discussed this CD&A with management as required by Item 402(b) of
Regulation S-K. Based on such review and discussions. the Committce recommended to the Company 's Board of
Directors that the CD&A be included in this Proxy Statement.

Organization and Compensation Committec

E. Maric McKee..Chair
John D Baker I
Harris E. DeLoach. Ir.
James B. Hvler. Jr
Robert W, Jones

John H Mullin. 111

Unless specifically stated otherwise in amy of the Company s filings under the Securitics Act of 1933 or the
Sccuritics Exchange Act of 1934, the foregoing Compensation Committee Report shall not be deemed soliciting material.
shall not be mcorporated by reference into anv such filings and shall not otherwise be deemed filed under such Acts.
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SUMMARY COMPENSATION TABLE FOR 2009

The following Summary Compensation Table discloscs the compensation during 2009 of our Chicl
Executive Officer. Chief Financial Officer. and the other three most highly paid exccunve officers who were
serving at the end of 2009 Additonalhy. column (h) is dependent upon actuarial assumptions for determining the
amounts included. A change n these actuarial assumptions would impact the values shown in this column. Where
appropriate. we have indicated the major assumptions in the footnotes to colummn (h).

Change in
Pension Value
and
Nongualified
Non-Lquity Deferred
Name and Stock Option | Incentive Plan | Compensation Al Other
Principal Salary' | Bonus| Awards® Awards® | Compensation’ Earnings® Compensation®|  YotaF
Position Year| (%) (%) ($) ($) (%) ($) (5) ($)
() (b () () (e) ()] (2 (h) U] (13}

Wiltiam D). Johnson. 20091 $979.231f N'A $3.090.605% S0 $930.000 SE144.448" 3289.726" | $6.454.010
Chatrman. President and 20081 930.000 2.911.701 0 929.000 1091256 364,371 6.186.528
Chiel Ixecutive Officer” 2007} 807.539 231.023 0 863.500 946.938 299,445 81484445
Mark I Mulhern. 20001 S4142311 N A $655.990M S0 $223.000 $369,8221° $102.1377 | $1.767.180
Sentor Vice President and 20008 | 355385 433,473 0 200.000 820,419 141.354 1.930.631
Chiet Financial Officer 20071 308.792 1,620,321 () 190.000 34,205 116,014
Jeffren 1 Lyvash. Executive | 2009 | $430.8461 N'A S$728.120M S0 $235.000 82443601 $292.061¢
View President - Corporate | 2008 | 432885 612,952 0 225000 323.904 140.812
Development (formerly 20071 386.154 2.146.232 () 265.000 272,636 125,548
President and Chief
Exceutive Ofhcer. PEF)
Llovd AL Yates. 2009 54458461 N'A S720.683" 50 $235.000 5308815 5119.4321% | §1.829.776
President and Chief 20081 429.231 612.952 0 210.000 777.983 155,042 2.185.208
Exeautive Ofticer. PEC 20071 374.039 2146.232 0 265.000 26,730 127.983 2.939.982
Paula b Sims. 20091 8370.000) N'A $538.333» 50 5160.000 $707.802% $97.505% | $1.873.640
Senior Viee President - 20081 364.615 459.724 0 140.000 25728 92.743 1.082.810
Power Operations 20071 324177 1.620.321 0 170.000 21.930 108.233 2.244.661

! Consists of base salarny camings prior to (1) emplovee contributions to the Progress Energy 401(K) Savings &
Stock Ownership Plan and (1) voluntary deferrals, i any, under the Management Deterred Compensation Plan. See “Deterred
Compensation” discussion in Part 11 of the CD&A Salarv adjustments. 1f deemed appropriate. generallv occur in March of
each vem

*Includes the fair value of stock awards as of the grant date computed n accordance with FASB ASC lopie 718
Assumptions made m the valuation of material stock awards are discussed n Note 9.B. to our consolidated financial statements
tor the vear ended December 31, 2009 The values reflected Tor 2008 and 2007 m colunmms (o) and (1) are different than
previously disclosed beciuse these values represent the fair value of stock awards as of the grant date 1ather than the expense
refated to equin awards for financial statement reporting purposes in accordance with SFAS No. 123(R)

* We ceased granting stock options in 2064 No additional expense remams with respect to our stock option program

“Includes the awards given under the Management Incentive Compensation Plan t MICP) for 2007, 2008 and
2004 perfonmance

“Includes the change in present value of the acerued benelit under Progress Energv’s Pension Plan. SERP. and/

or Restoration Plan where applicable. In addition. it includes the above market eamings on deferred compensaton under the
Deferred Compensation Plim for Kev Manugement Lmploy ees The current incremental present values were determined using
actuarial present value factors as provided by our actuartal consultants, Buck Consulumts. based on FAS montalitv assumptions
post-uge 63 and FAS discount rates of 6 23956 304, and © 10% Jor calvulaung the acerued benefit under the SERP for 2007
2008, and 2009 yespectively. FAS discount rates of 3.93%, 6 23%, and 3 43%% were used Tor caleulaung the acerued benefits
mnder the Restoranon Retirement Plan for 2007, 2008 and 2009, respecuvely. FAS discount rines of & 13%, 6 30%%. and 3 93%
were used for caleulating the acorued benelits under the Pension Plan for 2007, 2008 and 2009 respectivelv. The 1996-199¢
Deterred Compensation Plan for Kev Management Employees provided o fixed rate of retum of 10.0G% on deterred amounts.
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wlhich was 2. 7%
for Kev Management Emplos ces was discontinued in 2000 and replaced with the Management Deterred Compensation Plan.
which does nothave a zumranteed rate of return. Named executive officers who were participants i the Foua- 10099 Deferred

above the market mierest rate of 7 3% at the ume the plan was frozen m 1996 The Deierred Compensation Plan

Compensation Plan for Koy Monagement Lmploy cos continue e receive plan benefits with respect o amounts deterred prior to
its discontimance in 2000 The above market earnings under the Deferred Compensation Plan for Kev Management Emplovees
are included in this column for Mr Johnson

“ Includes the following items: Compans match contrtbutions under the Progress Energv 401k ) Savings & Steck
Ownership Plan: dividends paid under provisions of the Restricted Stock Avard/Unit Plans and Management Deferred
Compensation Plans: perquisites. and tax eross-ups related primarily to imputed income

" Mr Johnson did not receive additional compensation for his service on the Bourd of Directors

*Includes (i) the grant date fair value of the restricted stock units granted during 2009 under the 2007 Fquity Incentive
Plan, $1.213,130: and (ii) the grant date fair value of the performance shares granted during 2009 under the 2009 ’\\P
$1.877.433 The maximum potential for the performance shares granted to Mr Johnson n 2009 15 $3.734, 910 (200%%), based on
the March 17, 2009 closing stock price of $33 80

? Includes changes in present value of the accrued benefit during 2009 for the following plans Progress Energy Pension
Plan $63.737. the SERP $1,068.674, and above market earnings on compensation deferred under the Delerred Compensation
Plan for Key Management Eniplovees of $10,037 Mr Johnson's change mn his vear-over-s ear SERP henetit was relatively flat

" Consists of (1) $14,700 in Company contributions under the Progress Inergy 401(k) Savings & Stock Ownership
Plan: (11) $43,382 n deferred compensation credits pursuant to the terms of the Management Delferred Compensation Plan:
(i) $193.485 in Restricted Stock/Unit Dividends: (iv) $11,970 in tax gross-ups related to tmputed income: and (v) $23,989 in
perquisites consisting of the following: financial/estate/tax planning. $5.000; Internet and telecom access, $3.724; health club
dues, $2.407; home security, $4.235; and spousal travel. $6.370. Other perquisites include lncheon club membership, executive
phvsical and AD&D insurance

" Includes (1) the grant date Jair value of the restricted stock units granted during 2009 under the 2007 Lquity Incentive

Plan, $273.915 and (31) the grant date fair value of the performance shares granted during 2009 under the 2009 PSSP, $382.075

I'he maximum potential for the performance shares granted to Mr Mulhern in 2009 is $7064.130 (200%). based on the March 17.
2009 closing stock price of $33 80

2 Includes changes in present value of the acerucd benelit during 2009 for the following plans: Progress 'nergy
Pension Plan. $46,636. and the SFRP $323 186 Mr Mulhern’s change m SFERP decreased m 2009 primarth due to vesting of
the total accomulated benefit that occurred m 2008

B Consists of (1) $14.700 in Company contributions under the Progress Energy 401(K) Savings & Stock Ownership
Plan; (11) $9.682 in deferred (.‘Um])u}bdll(.)l'l credils pursuant W the terms of the Management Deferred Compensation Plan:
(111) $3.276 in tax gross-ups related to imputed income. and (1v) $72.479 i Restricted Stock/Tnit Dividends The total value of
the perquisites and personal benefits received  Mr Mulhern was fess than $10.000. Thues these amounts are excluded from
column (1)

M Ineludes (1) the grant date Lair value of the restricted stock units granted during 2009 under the 2007 LEguity Incentive
Plan. $286.323 and (i) the grant date fair value of the perfonnance shares granted during 2009 under the 2009 PSSP $441 397
l'hc maximum potential for the performance shares granted to Mr Lyvash m 2009 15 3883194 (2009, based on the March 17
109 closing stock price of $33 80

¥ Includes changes in present vatue of the accrued beneltt during 2009 for the following plans™ Progress Lnargs
Pension Plan: $48.23¢: and the SERP-$196.119 My Lyvash's change in SERP decreased in 2009 primarthy due to a lower FA
discount rate

“ Consists of 11 $14.700 in Company contributions under the Progress Frergy o1k Savings & Stock Owonersiip
Plan: ity $12.236 in deferred compensation credits pursuant to the terms of the Management Deferred Compensation Pl
(1111 $70.378 m Restricted Stock/Uhmt Dhividends: (v $1.443 1w ax gross-ups related o mputed meome. and £v3 $17.768 m
perquisites including spousul use of Company wircraft, $14.668 Other perquisites include luncheon club membership. spousal
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travel home securits. and Internet and telecom access. During 2000, the €
North Caroling in connection with his becommg the Compan s xecutive Viee President - Corporate Development. Mr. Ly ash
recenved standard Company relocation benelits totaling $33.003 that included wavel expenses. the equivalent of one menth's
salar . wemporan housing, shipmient of houschold goods. and closing costs i connection with his purchase of o home in North
Carolina Mr Lyash also recerved assistance with the sale of lus home 1 Florida where the Company previously requived Mr
Lyash to relocate in connection with his fonmer role as President and Chief aceutive Otlicer of Progress Florida. Ine. The
Company purchased his Florida home at a price equal to the average of two independent appraisals afler he was unable to sell

the home within a 60-day marketing period. The Compam agreed that 11 the purchase price of Mr Lyvash’s Florkda home, as
determined by the average of the tvo mdependent appraisals, resulted i a loss on the sale of hus prior home, the Compam

would pay Mr Lvash the difference between the price he paid for the lorida home coxcluding the cost of improvements made
sttbseguent to such purchase) and the purchase price paid by the Company based on the mdependent appraisals, Because of

the precipitous dectine in the Florida housing market since Mr. Lvash's purchuse of his Tlorida home, the agreed purchase

price was significantly below Mr. Lyvash’s purchase price. SEC rules require that we include as fiscal vear 2009 compensation
this difference, which was $80,000, along with other transaction costs. In light of the Tact that Uie relotation was required by

the Company and because this make-whole amount paid to Mr. Lyash will be treated as income to him. we agreed to provide

Mr. Lyvash with a lay gross-up on amounts from this transaction that are considered taxable income  The Lix gross-up was
$42.369. In approving Mr. Lyvash’s relocation expenses. mcluding the renmbursement of the loss incurred on his Florida home, the
Committee reguired Mr Lvash to agree (o reimburse the Company' for the relocation assistance in the event he voluntarily leaves
the Company within three vears of relocating to North Carolina

Company required Mr [vash to relocate trom Flonida o

" Includes (1) the grant date [air value of the restricted stock units gramted during 2009 under the 2007 Equity Incentive
Plan. $284.035. and (i1) the grant date fair value of the performemce shares granted during 2009 under the 2009 PSSP, $436,628
he miaximum potential for the perfonmance shares granted to Mr Yates m 2009 is $873,257 (200%). bused on the March 17,
2009 closing stock price of $33.80

* Includes changes in present value of the acerued benefit during 2009 for the following plans: Progress nergy
Pension Plan: $33.106; and the SERP: $275.709 Mr. Yates' change m SERP decreased in 2009 primarily due to vesting of the
total accumulated benelit that occurred in 2008

" Consists of (1) $14,700 in Company contributions under the Progress Fnerey 401(k) Savings & Stock Ownership
Plam: (it) $11.956 in deferred compensation credits pursuant to the terms of the Management Deferred Compensation Plan:
(11iy $70.986 in Restricted Stock/Unit Dividends. (iv) $4.026 in tax gross-ups related to noputed income; and (v) $17.764 in
perquisites including financialfestate/tax planning, $10.000, and spousal use of Company aircrafl, $4,920. Other perquisites
include luncheon club membership. health club dues, home security, Internet and telecom access, executive physical and AD&D
nsurance

* Inciudes (1) the grant date {air value of the restricted stock units granted durmg 2009 under the 2007 Equity Incentive
Plan. $224.500. and (i1) the grant date fair value of the performance shares granted during 2009 under the 2009 PSSP. $313.833.
The maximum potential for the performance shares granted to Ms. Sumns i 2009 15 $627.666 (200%), based on the March 17,
2009 closing stock price of $33 80

“ Includes changes in present value of the acerued benefit during 2009 for the following plans: Progress Fnergy
Penston Plan $20.117 and the SERP $703,103 Ms Smms became vested m the SERP on June 1, 2009 which attributed o her
merease for the vear Ms. Sims™ accumulated Restoration Plan benefit of $23 420 was forfeited upon her vesting in the SERP

= Consists of 113 $14,700 in Company contnbutions under the Progress Energy 401k Savings & Stock Ownership
Plan. 1111 $7.300 m deferred compensation credits pursuant to the tenms of the Management Deterred Compensation Plan.

P 347739 00 Restricted Stock/Unit Dividends. 1ivy $T3.188 in tax gross-ups refated to unputed mcome: and (vi$12 338 in
stock purchase discounts for annual meentive deferrals pursuant 1o the MICP. The total value of the perquisites and personal
henelits recenved by Ms Sims was less than $10.000° Phus, these amounts are excluded from column (1)
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GRANTS OF PLAN-BASED AWARDS

Fstimuated

Future Paxouts Under

Non-Equity Incentive

Plan Anwards’

Fastimated

Future Payouts Under

Fquity Incentive

Plan Anards’

Al
Gther
Stock
Awards: Grant Date
SNumbey Fair Value
of Shares of Stock
of Stock and Option
Grant | Threshold | Target |Maximuwm|Threshold! Target |Maximum| or Units’ Awards?
Name Date (&) $) (&) (#) (#) {#) #) (%Y
(2) () (c) ) (e) ] (g) (h) (i) ()
MICP
3510 S416.173 1 $832.346 [ 51.664.092
Willtam D). Johnson, Rcimct'cd
Chairman. President and 'Sm,d\
Chiel Executive Officer Units
31709 35,892 S1.213.150
PSSP
317409 27773 33546 111.092 S1.877.455
MICP
3510 $S13.914 82278271 $455.654
Mark . Muihern. Restricted
Senior Vice President Stock
and Chief Financial Units
Officer 317 09 8104 §273.915
PSSP
317,09 36521 11.304 22.608 $382.075
MICP
Teffrev I Lvash. 3510 $123.983 15247965 $493.930
Executive Vice Restricted
President - Corporate Stock
Development (formerly Units
President and Chief Executive 31709 8477 $286.323
Officer. PEF) PSSP
31709 65331 13.063 26,130 S441.5397
MICP
35310 S$122.608 1$245.215 1 $490.430
Liovd M Yates. R“;‘”fi“’“
Preizidem and Chief Executive 11::;\
Officer. PEC 31760 §.904 $284.053
PSSP
31709 64391 12918 25.836 S436.628
MICP
3510 S83.230 [ SHee 3001 S332 000
Paula b Sims. Re:;r\x:l\w
Sentor Vice President - Power LII'niLls
Cperations 31709 .02 $224.500
PSSP
31709 4643 9288 IRAT0 $313.833

P The Management Incentive Compensation Plan is considered a non-equiy incenuive compensation plan iw ard
amounts are shown at threshold, wreet, and maximum levels, The target award is calculated using the 2009 cligible camings
fimes the executive's target percentage. See tarzet perceniage in table on page 3ol the CD&A - Threshold 15 caloulated at
3095 of target and maximum is calvutated at 2009 of wrget Aviual avard amounts pawd are reflected 1n the Swmman of
Compensation Table under the "Non-Fauty Incentive Plan Compensation” colunn
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“ Retlects the potential pavows in shares of the 2009 PSSP urants The grant size was culeulated by multiplving the
enecutive’s salury as of January 1. 2009, tmes his 2009 PSSP wareet and dividing by the December 31 2008 closing stock price
af $39 83 The Thieshold colunmn reflects the minimum paviment level under owr PSSP which 1s 30
i the Turget column The ameunt shown i the maxinuam column 1s 20025 of the larget

o of the target amount shown

Ut

*Reflects the number of restricted stock units eranted durig 2609 under the 2007 Fawin Incentive Plan The number
of shazes granted was determined by multiplying the execunive™s salary as of January 1. 2009 tmes his 2009 restricted stock
tarect und dividing by the December 31, 2008, closing steck price of $39.85

Reflects the grant date fair value of the award based on the following assumptions Market value of restricted stock
aranted on March 17, 2009 based on closing price of $33 80 per share. times the shares granted m cohumn (1) Market value of
PSSP eranted on March 17, 2009, based on closing stock price on March 17, 20049, ol $33 80 tmes target number of shares in

column (g3, The 2009 PSSP grant payvout is expected o be 100% of 1arget
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DISCUSSION OF SUSMMARY COMPENSATION TABLE AND GRANTS OF
PLAN-BASED AWARBS TABLE

EMPLOYMENT AGREEMENTS

Messrs. Johnson Mulhern. Ly ash and Yates and Ms Sims entered info enmiploy ment agrecinents with
the Company or onc of its subsidiarics. referred to collectively 1 this section as the “Company.” Each of these
agreements has an cffective date of May 8. 2007, The employment agreements replaced the previous employment
agreements in effect for cach of these officers

The cmploy ment agreements proyide for base salan . annual incentives. perquisites and participation
in the varous exccutive compensation plans offered to our senior exccutives. The agreements expired on
December 31, 2009, Thereafter. each agreement will be automatically extended by an additional vear on January |
of each vear We may clect not to extend an executive officer's agreement and must notify the officer of such an
clection at least 60 day s prior to the automatic extension date. Each cmployment agreement contains restrictive
covenants imposing non-competition obligations. restricting solicitation of emplovees and protecting our
confidential information and trade scerets for specified periods if the applicable officer is terminated without cause
or otherwise becomes eligible for the benefits under the agreement

Except for the application of previously granted vears of senice credit to our post-employment health and
welfare plans as discussed below. the cmployment agreements do not affect the compensation. benefits or incentive
targets pavable to the applicable officers

With respect o Mr. Johnson. the Emplovment Agreement specifies that the vears of service credit we
previously granted to him for purposes of determining eligibility and benefits in the SERP will also be applicable
for purposcs of determining chigibilits and benefits in our post-employment health and welfare benefit plans.

Mr. Johnson was awarded scven yvears of deeined service toward the benefits and vesting requircments of the SERP.
However. as of 2008. Mr. Johnson rcached the maximum service accrual and therefore benefit augmentation for
deemed service is $0. Three of those years also were deemed to have been in service on the Senior Management
Committee for purposcs of SERP chigibility

Each Employment Agreement provides that if the applicable officer is terminated without cause or
is constructivelyv terminated (as defined in Paragraph 8(a)(i) of the agrcement). then the officer will receive
(1) severance equal to 2.99 times the officer’s then-current base salan and (i1) reimbursement for the costs of
continucd coverage under certain of our health and welfare benefit plans for a period of up to 18 months.
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QUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

Option \nards’ Stock Awards
Fquity
Incentive
Equity Plan
Incentive | Awards:
Plan Market or
Fquity Awards: Pay out
Incentive Number of | Value of
Plan Unearned | Unearned
Number Awards: Market Shares. Shares,
of Number of Number of Numberof| Valoe of Enits or Units or
Securities Securities Securities Shaves or | Shares or Other Other
Underlying | Underlying | Underlying Units of Units'of Rishts Rights
Unexercised | Unexercised | Unexercised | Option Stock That | Stock That That That
Options Options Unearned | Fxercise{ Option | Have Not | Have Not | Have Not | Have Not
(#) (#) Options Price |Expiration| Vested Vested Vested Vested
Exercisable | Unexercisable (#) (3) Date #) 3 (#) 5
Name () (b) () (d) (e) U] ey (hy ¢y Gy
William 1 Johnsoen. 0 - S43.49 1 9-30 2011 82135 | $3.368.3356] 132,673 | $6.261.120
Chairman. President 0 S41.971 9 30:2012
and Chief 0 544751 9 30:2013
Executive Officer
AMark Fo Muthem. 0 e — 1 S43 491 9302011 26,7767 | SLO9R.O84 299668 | $1.228.906
Senior Vice 0 S31 971 930 2012
President and Chief 7.000 S44 751 9°30.2013
Financial Officer
Jeffrex 1 Pyvash, §] — — 343 491 9302011 29.232° | S1.198.804 38,5280 | $1.580.033
Fxecutive 0 S41971 93072012
Vice President — 0 S44731 9 30 2013
Corporate
Development
(Tormeriv Prestdemt
and Chiel Fxecutive
Ofticer. PEF)
Llovd M. Yates, 0 $43 491 9302011 29139 1 51,195 811 38373 | S1.573.677
President and Chief 0 S41.971 930 2012
Executive Officer. 0 S$44.751 9302013
PEC
Paula } Sims. Senjor ( . - 543494 9 30,2011 20,6174 $843.303 28,305 | $1.160.778
Vice President 0 S41971 9 30 2012
Power Operations 0 S44 751 9 30 2013

"All owtstanding stock options were vested as of December 31, 2006 The Company ceased granting stock options i 2004
- Consists of oustanding restricted stock ermts and restricted stock units
P Market value at December 31, 2009, was based on a December 31,2009, closing price of $41 01 per share

*The 2006 and 2007 2-vear transitional grants vested on January 1, 2000: the 2007 grant vests on Januany 1, 2010, the
2008 grant vests on January 12011 and the 2009 grant vests on January 1, 2012 Performance share value for the 2007 annual
erant is expected to be at 1253% of get while the 20608 annual gramt and 2009 anual grant were expected o be 100% of target
The value in Column 3y is derived by muluph ing the shares (rounded o the nearest whole sharey times the December 31, 2000
closing stock price 1341 01y The diflerence between the calenlated value and the noted value 1s attnbutable to fractonal shares
Sce turther Jiscusston under ~Performance Shares™ in Part 1 of the UD&A
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" Restricted stock grants vest based on the following scheduler 3.5333 shares on March 14, 2010, 3.067 shares on
March T3 2010 and 3.5334 shares on March 14, 2011 Restricted stock unit grants vest hased on the tollowing schedule 297

units on March 17, 200009297 wnts on March 17 20101 17 295 units on March 17, 2002 7630 wuts on March 18, 2010, 4,936

units on March 20, 20100 7.

’

31 units on March 18, 2011 4936 unns on March 20, 2011, and 4 936 units on March 200 2012

*Includes pertormance shares granted on March 200 2607, March 18, 2008 March 17, 2009, and accumulated
dividends as of December 31, 2009, Outstanding perfonmance share balances consist of the following: (1) 43,280 - 2007 annual
erant. (i1 31,048 ~ 2008 annual grant. and (111 38,373 — 2009 annual arant.

" Restricted stock grants vest based on the following schedule 1167 shares on March 14, 2010: 35300 shares on
March 21, 2010 and 1,167 shares on March 14, 2011, Restricted stock unit grants vest based on the following schedule. 1,868
units on March 17.2010: 1868 on March 17, 2011 4308 on March 17, 2012, 1,136 units on March 18, 2010: 8.189 units on
March 20, 2010: 1.136 units on March 18_2011. 1,189 units on March 20, 2011, and 1,188 wmts on March 20, 2012

 Includes pertormance shares granted on March 20, 2007, March 18, 2008, March 17, 2009, and accumulated
dividends as of December 31, 2009 Outstanding performance share balances consist of the following: (13 10,479 - 2007 annual
grant. (11) 7,607 — 2008 annual grant: and (1) 11.880 ~ 2009 annual grant

* Restricted stock grants vest based on the following schedule: 1,367 shares on March 14, 2010: 1.100 shares on
March 15, 2010: and 1,367 on March 14, 2011, Restricted stock unit grants vest based on the following schedule: 2,139 units
on March 17.2030; 1.5397 on March 18, 2010, 10,376 units on March 20, 2010, 2,139 unats on March 17, 2011 1,397 wnts on
March 18, 2011 1,576 units on March 20, 2011 4,139 units on March 17, 2012, and 1,373 units on March 20. 2012

¥ Includes performance shares eranted on March 20, 2007, March 18, 2008, March 17, 2009, and accumulated
dividends as of December 31, 2009 Qutstanding performance share balances consist ol the following: (1) 14,010 = 2007 annual
grant; (113 10,787 - 2008 annual grant. and (111) 13,731 - 2009 annual grant

" Restricted stock grants vest based on the following schedule. 1.367 shares on March 14, 2010. 1,100 sharces on
March 15,2010, and 1.367 shares on March 14, 2011 Restricted stock umit grants vest based on the following schedule. 2154 on
March 17, 2010: 1.397 on March 18, 2010: 10,576 units on March 20, 2010; 2,135 on March 17, 2011. 1,397 units on March 18,
2011, 1,576 umits on March 20, 2011 4,135 on March 17,2012, and 1,375 wnits on March 20. 2012

2 [ncludes performance shares granted on March 20, 2007, March 18, 2008, March 17,2009, and accumulated
dividends as of December 31, 2009. Outstanding performance share balances consist of the following: (1) 14,010 - 2007 annual
grant: (i1) 10.787 = 2008 annual grant. and (111) 13.376 — 2009 annual grant.

¥ Restricted stock grants vest based on the following schedule 1,000 shares on April 1. 2011 Restricted stock units
grants vest based on the following schedule: 1.347 units on March 17, 2010 1.204 umits on March 18, 2010, 8,189 units on
March 20, 2010, 1.5347 units on March 172011, 1.205 units on March 18, 2011 1.189 wuts on March 20. 2011, 3,348 units on
March 17,2011, and 1188 units on March 20, 2012

? Includes performance shares granted on March 20. 2007, March 18, 2008, March 17, 2009, and accumulated
dividends as ol December 31 2009 Owstanding performance share balances consist of the following: (1) 10479 = 20607 unnual
grant. (111 8.068 ~ 2008 annual grant: and (113 2.758 = 2009 annual grant
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OPTION EXERCISESAND STOGCK VESTED

Option Awards Stock Awards

Number of

Number of

Shares Value Shares
Acquired Realized Acquired |Value Realized
on Exercise | on Exercise | on Vesting' | on Yesting'
Name #) ($) #) (s)
{a) h) () () {e)
William D. Johnson. — — 33397 $2.049.258

Chairman. President and Chicl Executive Officer
Mark F.Muthern.

Senior Vice President and Chief Financial Officer
Jeffrev J. Lyash.

Executive Vice President — Corporate Development
{(formerly President and Chief Executive Officer. PEF)

I8.077 $636.906

i
-3
1]
~J3
el

589337

Llovd M. Yates. — — 16.927° $630.131
President and Chief Executive Officer. PEC
Paula J. Sims. - - 9. 180" $358.539

Scnior Vice President — Power Opcrations

' Reflects the number of restricted stock shares, restricted stock units, and performance shares that vested in 2009
Restricted stock units vested lor named executive officers on March 18 at $33.80 per share. and performance shares vested
on January 1, 2009 for the 2006 and 2007 2-vear transitional grants at $39 85 per share Restricted stock shares vested on the

an g

tollowing dayvs: (1) March 7 at $33 02 per share; {11) March 14, 13, and 16 at $31 85 per share. and (1) April 28 at $33 79 per
share The value realized is the sum of the vested shares for cach vesting date tmes the vesting price

*Includes 13,000 restricted stock awards consisting of the following 3,533 on March 14: 3.067 on March 135, and
4400 on March 16 Performance shares totaled 32.947 Restricted stock units totaled 7,630

3 Includes 8,966 restricted stock awards consisting of the following. 1,166 on March 14. and 7.800 on April 28
Performance shares totaled 7.976. Restricied stock mnits totaled 1,133

* Includes 3,466 restricted stock awards consisting of the following 1.366 on March 14, 1100 on March 13 and 1,000
on March 16, Performance shares totaled 10,663 Restricted stock units totaled 1,396

* Includes 4,666 restricted stock awards consisting of the following: 2,200 on March 7. 1,366 on March 14. and 1,100
on March 15 Performance shares totaled 10,663 Restricted stock units totaled 1.396

* Perfonnance shares totaled 7.976. Restricted stock units wotaled 1204 Ms Sims did not have amv restricted stock
avards that vested during 2009



Case No. 2011-124
Staff-DR-01-031 (a) attachment
(Progress Energy)
Page 58 of 89

PENSION BENEFITS TABLE

Number of Present
Years Value of Payments
Credited | Accumulated| During Last
Service Benefit! Fiscal Year
Name Phlin Name #) (S) $)
(1) ) © (d) (e}
William D Johnson. Progress Encrgy Pension Plan 17.3 $448.578 S0
Chairman. President and Chicef Supplemental Senior
Exccutive Officer Executive Retirement Plan 2437 | $7.282.483° $0
Mark F. Mulhern, Progress Energy_Pension Plan 13.8 $269.399 $0
Senior Vice President and Chief Supplemental Senior
Financial Officer Executive Retirement Plan 3.8 | $LI44767 $U
Jeffrev J. Lvash. Progress Encrgy Pension Plan 16.6 $274.417 50
Executive Vice President — Corporate Supplemental Senior
Development (formerly President and Exccutive Retirement Plan
Chief Executive Officer. PEF) 16.6 $1.419.208° $0
Lloyd M. Yaltes. Progress Encrgy Pension Plan 11.1 $157.608 $0
President and Chicf Exccutive Supplemental Senior
Officer, PEC Executive Retirement Plan 111 $1.065.706% $0
Paula J. Sims, Progress Energy Pension Plan 10.6 $131.941 $0
Senior Vice President — Restoration Retirement Plan — ($235.420) $0
Power Operations Supplemental Senior
Exccutive Retirement Plan 106 $703.105° $0

! Actuarial present value factors as provided by our actuarial consultants, Buck Consultants. based on FAS mortality
assumplions post-age 635 and FAS discount rates as of December 31, 2009, for computation of accumulated benelit under
the Supplemental Senior Executive Retirement Plan and the Progress Energyv Pension Plan was ¢.10%. Additional details on
the formulas for computing benelits under the Supplemental Senior Exceutive Retirement Plan and Progress Inergy Pension
Plan can be found under the headings “Supplemental Sentor Fxecutive Retirement Plan™ and ~Other Broad-Based Benefits.”

respectively, in the CD&A.

*Includes seven vears of deemed service. However. as of 2008, Mr. lohnsont reached the maximum service accrual and
therelore benelit augmentation for deemed service is $0

* Based on an estimated annual benetit pavable at age 63 of $1.043.010

* Based on an estimated annual benelit pay able at age 63 of $233.894

“Based on estimated annual benefit pavable at age 63 o $326.421

* Based on estimated annual benelTt pavable at age 63 of $231.022

“Ms Sims” Restoration Retirement Plan beneltts were forfented upon her vesting m the Senior Supplemental

Retirement Plan on June 1. 2009

fBased on estmated anmual benefit pivable at age 63 of $161 710
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NONQUALIFIED DEFERRED COMPENSATION

The table below shows the nonquahified deferred compensation for cach of the named oxecutiv e officers
Information regarding details of the deferred compensation plans curremily in effect can be found under the heading
“Deferred Compensation” i the CD&A on page 39 of this Proxy Statement. In addition. the Deferred Compensation
Plan lor Key Management Employees 1s discussed 1n footnote 5 to the "Summman Compensation Table ™

Exccutive Registrant | Aggregate | Aggregate Ageregate
Contributions/Contributions] Farnings | Withdrawals/|  Balance
in Last FY' | in Last FY? |in Last FY?| Distributions |at Last FYE?
MName and Position S) () () (S) (%)
1) (h) (¢) (d) {e) ()
Wiiltam D Johnson.
Chairman. President
and Chicf Exccutive Officer $0 $43.5821 $76.33%° $0 $736.071°
Mark F Mulhern.
Scnior Vice President and Chicef
Financial Officer $20.712 $9.6821  $30.580 ($32.861y $325.876°
Jeffrev I Lyvash.
Executive Vice President — Corporate
Development (formerly President and
Chiel Executive Officer. PEF) $0 $12.2561  $31.303 $0 $135.173
Llovd M. Yates,
President and Chief Executive
Officer. PEC $0 $11.9561  $60.701 $0 $499.8041°
Paula I. Sims. Senior Vice President ~
Power Operations $107.000 $19.8581 $44.241 ($14 1151 $444.0491-

PReflects salary deferred under the Management Delerred Compensation Plan. which is reported as “Salanv™ in the
Summary Compensation Table For 2009, named executive ofhicers deferred the following percentages of their base salanv: (1)
Mulhem - 3%: and (i) Sims — 10%. In addition, Ms Sims delerred 30% of her 2009 Management Incentive Compensation Plan
(MICP) award.

* Reflects registrant contributions under the Management Deferred Compensation Plan. which is reported as “All Other
Compensation” in the Summary Compensation Table

5 Includes aggregate carnings in the last fiscal v car under the follow ing nonqualilied plans Management Incentive
Compensation Plan, Management Deferred Compensation Plan, Performance Share Sub-Plan, and Delerred Compensation Plan
=
tor Kev Management Emplovees

“ncludes December 31. 2009 balances under the following deferted compensation plans Management Incentive

Compensation Plan. Performance Share Sub-Plan. Management Deferred Compensation Plan. and Deferred Compensation Plan
for Kev Management Fmplovees

*Includes above market carnings of $10.037 under the Deferred Compensation Plan for Kev Management Employ ees.
which is reported as ~Change in Pension Value and Nongualitied Delerred Compensation Famings™ in the Sunuman
Compensation lable

“Includes balances under the following deterral plans Management Deterred Compensation Plan $413. 100,
mtagemettt Incentive Compensation Plan $649. 040 and Deferred Compensition Flan for Kev Management Lmploiees

h 4
M
$233 881

“Mr Mulhem received distibutions from his Management Incentive Deferred Compensation Plan $23.077

Management Deterred Compensation Plan. 34, and Performance Share Sub-Flan. $9.784
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Includes bulances under the following deferral plans. Management Deferred Compensation Plan: $71.311
Management Incentive Deferred Compensation Plan $135.5700 and Performance Share Sub-Plans $98.993,

Includes halance under the Management Deferred Compensaton Plan. $133.173

N I

©Includes balances under the following deferral pluns: Management Deferred Compensation Pl $134,319
Management Incentive Deterred Compensation Plan $107.892. and Performance Share Sub-Plan $257 343
“ s Sims recetved a distribution from her Management Incentive Deferred Compensation Plan $14.113

= Includes balances under the following deterral plans Management Deferred Compensation Plan $296.623;
Meanagement Incentive Compensation Plan: $86 401 and Performance Share Sub-Plan $63,023
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CASH COMPENSATION AND VALUE OF VESTING EQUITY TABLE

The following table shows the actual cash compensation and value of vesting equitly reccived 1n 2009 by
the named exccutis e officers The Comumitice belics es that this table is important in order to distinguish between
the actual cash and v ested valne received by each named exceuiive officer as opposed to the compensation expense
accruals and grant date fair value of equity awards as shown in the Summan Compensation Table

Deterred
\npual | Compensation
Ineentive under Restricted | Performance| Restricted | Stock Fax
Base (paid in MBCPand  [Stock / Unitsp Shares Stock / Unit | Options Gross-
Name and Salary 2609) AHOP Vesting Vesting Dividends | Vesting | Perquisite | ups
Position (a)' (by () (G ey (n° (g) (h)" @iy Total

William D
Johnson.
Chairman.
Chiel’
F.xecutive
Officer and
President $979.231 | $929.000 S0 $736.320 1 S1.163.688 $195.485 S0 $23.989 | $11.970 1 $4.039.0683

Mark I
Muthem.
Senior Vice
President
and Chief
Financial
Officer S414.231 | S200.000 S20.712 $339.062 $281.712 £72.479 S0 $2.093

o
o
[
~l
o

S1.314.833

Jellrey J
Lvash,
Fxecutive
Vice
President —~
Corporate
Development
(formerh
President
and Chief
Executive
Officer. PEF)Y | $430.840 | 5223000 S0 $164.337 $376.688 $70.378 50 $5.021 | SHL013] $1.336.885

Llovd M
Yates.,
President
ane Chiel
Executive

Offeer. PEC S210.000 S0 S205.131 S376.688 $70.980 50 $13.7261 $4.026]51.326.403

W
&
20
A1
o
=
=

Paula b Sims.
Senior Vice
President
Power
Operations | $370.000 | S140.000 SIGT.000 SH.6951 SIR1.712 $47.750 SOL $9.5871 SISASSL 9904041

' Comsists of the total 2000 hase salany earnings prior Lo (11 employ ee contributions to the Progress Energy 401¢k;
Savings & Stock Ownership Plan and o) voluntary deferrals, i applicable. under the Management Deferred C ompensution Pl
i MDCP) shown in colunm ¢y

" Awards given under the Munagement Incentive Compensation Plan (MICE ) attributable o Plan Year 2008 wnd pad m 2009

“Consists of ameunts deterred under the MIDCD and the MICE These deferral amounts are part of Base Pay andror
Annual Incentive and therefore are not includedin the Total column
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S Retieats the value of restricted stock and resuricted stock units vesting 1 2009 The value of the restricted stock
was caleulated using e opening stock price for Progress Eneres Common Stock three davs prior 1o the din vesting ocouwrred
Phe vidue of the restricted stock units was caleulated using the closing stock price for Progress Foergy Common Stock on the
Business Jay prior to when vesting occurred
" Redlects the value of performance shares vesting on Januany 1. 2009, The value ol the 2007 2-vear yansitional
performance share units ywas caleulated using the closing stock price for Progress Lnergy Common Stock on the business din
prior o when distribution occurred

* Reflects dividends and dividend equivalents paxd as the result of outstanding restricted stock or restricted stock units
held i Company Plan accounts

" Refleets the vadue oL am stock aptions vesting 1n 2009, Smnce we ceased granting stock options under our Incentive
Plans mn 2004, all outstanding options had fully vested in 2009

# Reflects the value of all perquisites provided during 2009 Ior a complete listing of the perquisites, see the “Executive
Perquisites” section of the ~Flements of Compensation”™ discussion of the CD&A on page 38 ot this Proxy Statement. Perquisite
details Tor each named executive officer are discussed in the Swmman Compensation Table foolnotes

 Retlects the value of tax gross-up related to miscellaneous income items (Supplemental Senior Executive Retirement
Plan {SERPj or Restoration and MDCP 40 1{k) make-vup) provided during 2009, In addition. Mr. Lyvash received an additional
$42,369 m tax gross-up from the loss on the sale of his home as disclosed m the Summarny Compensation Table footnotes.
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POTENTIAL PAYMENTS UPON TERMINATION
William D. Johnson. Chairman. Chiefl Executive Officer. and President

Involuntary
Involuntar ot Good
Not for Reason
Noluntary Farly Normal Cause For Cause | Yermination | Death or
Fermination | Retirement' | Retirement | Termination | Termination (LI Disability
(33 (3) (s) (3) ) (8 )
Compensation
Base Salarn —S990.000¢ S0 S0 SO S52.960.100 S S3.637.500 S0
Annual Incentive? S0 $950.000 S0 S0 S0 S841.360 $O30.400
J.ong-term Incentives
Performance Shares (PSSPY
2007 (performance period) 501 51774913 50 S0 SOV USLTTAO13] SLT774.913
2008 ¢{performance period) S04 $1.394.832 30 S0 501 $52.092.2481 $1.394.832
2009 (performance period) S0 $797.986 S0 $0 SO $2.393.939 $797.986
Restricted Stock Units®
2007 - 2010
(grant date vesting) 50 SI85 557 SU S0 50 5202423 $202.425
2007 - 2011
(orant date vesting) 50 $139.167 SO S¢ 50 $202.425 $202.423
2007 - 2012
(grant date vesting) S0 S111.334 SO 50 S0 §202.425 5202425
2008 - 2010
grant date vesting) S0 S274.511 S0 50 S0 S313.727 5313.727
2008 2011
{grant date vesting) 50 $183.031 SO 30 S0 $313.768 $313.768
2009 - 2010
(grant date vesting} 50 5283952 50 0 S0 $381.270 50
2009 - 2011
(gram date vosting) S0 S142.976 SO 50 S0 5381270 S0
2009 - 2012
(grant date vesting) 50 S177.34% S0 50 S0 $709.391 $0
Restricted Stock®
Unvested and Aecelerated S0 $661.633 S0 S0 50 S661.655 5661.655
Benefits and Perquisites
Incremental Nonqualified Pension” S0 0 S0 S0 50 S0 30
Deferred Compensation® $736.07] $736.071 S0 $736.071 $736.071 $736.071 $736.071
Post-retirement Health Care” S8 30 S0 $23.022 S0 345,140 50
Executive AD&D Proceeds™ S0 30 S0 S0 S0 S0 S300.0600
280G 'Tax Gross-up' S0 S0 NY SO SO|  $5.097.620 S0
TOTAL $736.071 57.815.333 301 $3.719.193 5736,071 | $22.007.307 | S8.050,227

"M Johnson became eligible for early yeurement at age 33 in Januarny 2009, Therefore, under the voluntan

termination and involuntan not for cause termination scenanos, Mr. Johnson would be treated as having met the early retirement
criteria under the Equity Incentive Plan and would be paid out under the earhy retirement provisions of that plan

* There 15 no provision for payment of salany under voluntan termination. carly retirement. for cause tenmination,
death or disabilitv. Mr Johnson s not eligible for nonmal retirenent. In the event of involuntany not for cause termination,
salary continuation provision per Mr Johnson's cmployvment agreement requires a scverance cqual 1o 2 99 times his then
carvent base salany ($990,000) pavable m equal installments over a period of 2.99 vears. In the event of mvoluntany or good
reason termination (CIC ) the maximum benetit allowed under the cash payvment provision of the Management Change-
in-Control Plan equals the sum of annual salany times three plus average MICP award {or the tiree \ ears prior tumes three

1

ol

(U990 000 + $893 8

would receive 60% ot base salany during the period of s disabiliy

333N 33 Does notinclude impact of long-tenm disability In the event of a long-term disabilite. Mr Johnson

 There is no provision for pay ment of annual meentive under voluntany ermimation. mvoluntan not for cause
tenmmation. or tor cause termmation. My Jolmson is not ehgible for normal retitenment In the event ot mvoluntary or good

reason termination (CIC L My Johnson would receive 100% of his target avward under the Annual Cash Incentiv e Compensation
Plin provisions of the Management Change-in-Control Plan. caleulated as 83% tmes 3490.000 In the event of earlh
retirement. death or disabilitvy. Mr Johnson would receive & pro-rata meentive award for the period worked during the vear. For
December 31. 2000, this 1s based on the {ull award For 2004 Mr Johnson’s MICP award was $936.0G00
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“ipvested performance shares would be forfeited under tor cause terminauion. Volunan ermination and involuntary
ot for couse termination are not applicable. See footnote 1 Mr. Johnson is noteligible for normal retirement [n the event of
carh retirenient. Mr Johnson would receive 43280 performance shares from the 2007 grant 34.012 performance shares {rom
the 2008 grant: and 18,438 performance shares from the 2009 grant In the event ol imvoluniary or good reason termination
1CIC L unvested performance shares vest as of the date of Management Change-im-Control and payment is made based upon the
apphicable performance factor As of December 31,2009, the performance factor 1s 100%% In the event of death or disabihn . the
2007 performance shares would vest 100% and be paid 1 an amount using performance factors determined at the time of the
event, Forthe 2008 and 2000 performance grants, a pro-rata panment would be made bused upon time m the plan

Hinvested restricted stock units (RSUY would be forfeited under tor cause tenmination. Voluntars temuination
and mvoluntany nol for cause termination are not applicable. See tootnote 1 In the event of early retirement, Mr. Jolnson
vould receive a pro-rata percentage of the unvested units. based upon the number of full months clupsed between the grant
date and the date of earh retirement. Mr. Johnson would vest the following on a pro-rala busis: 10.633 restricted stock unils
granted on'March 20, 2007; 11137 restricted stock units granted on March 18, 2008, und 14.784 units eranted on March 17,
20049 My Johnson is not eligible for normal retirement. Tn the event of mvoluntary or good reason termmation (CIC), all
ottstanding restricted stock units would vest immediately. For a detailed description of outstanding restricted stock units, see the
“Outstending Fquity Awards at Fiscal Year-Fad Table 7 Upon death or disabnhity, all outstanding restricted stock umts that are
more than one v ear past their arant date would vest immediately. Shares that are less than one year past their grant date would be
forfeited. Mr Jolmson would immediately vest 14,808 restricted stock units granted on March 20, 2007; 13,301 restricted stock
units granted on March 18, 2008, and would forfeit 35,892 restricted stock units granted on March 17. 2009

* Unvested restricted stock would be lorfeited under voluntary termination, involuntan not [or cause tenminaltion. or
{or cause termination In the event of carly retirement, all 16,134 outstanding restricted stock shares may vest at the Committee’s
discretion. Mr Johnson is not eligible for normal retirtement. In the event of involuntary or good reason termination (CIC)H, all
outstanding restricted stock shares would vest imunediately. For a detailed description of outstanding restricted stock shares. see
“Outstanding Fquity Awards at Fiscal Year-Fnd Table.” Upon death or disabihity, all outstandimg restricted stock shares that are
more than one vear past their grant date would vest immediately. Shares that are less than one vear past their grant date would be
forfeited. All of Mr Johnson’s restricted stock grant dates are bevond the one-vear threshold: therefore, all 16,134 restricted stock
shares would vest immediately

“No aceelerated vesting or incremental nongualified pension benelit applies under any ol these scenarios Mr Johnson
was vested under the SERP as of December 31, 2009, so there is no incremental value due to accelerated vesting under
involuntan or good reason termination {C1C). For a detailed description of the accumulated SERP benefit and estimated annual
benefit pay able at age 65, see “Pension Benetits Table.” In the event of early retirement. Mr. Johnson would receive a 2.3%
decrease in s accrued SERP benefit for each vear that he 1s vounger than age 65

“ Al outstanding deferred compensation balances will be paid immediately following termination. subject to IRC
Section 409 regufations. under voluntan termination, curly retirement, involuntan not for cause tenmination, for cause
tenmination, mvoluntary or good reason termination (CICH, death and disability. Mr Johnson is not eligible lor normal retirenient
Unvested MICP delerral premiums would be lorfeited. Mr Johnson would forfeit $0 of unvested deferred MICP premiums

* No post-retirement health care benelits apply under voluntan termunation. for cause termination, death or disabilitv
In e event of earh retirement, Mr. Johnson would receive no additional benetits above what all full-time, non bargaining
emplovees would recetve Mr. Johnson 1s not eligible for normal retireinent. Under inveluntan not for cause termiation,
Mr. Johnson would be reimbursed for 18 months of COBRA premiums at $1.278.98 per month as provided in his employvment
agreement In the event of mveluntary or good reason termination (C1C), the Management Change-in-Control Plan provides for
Compan -pind medical. dental and vision coverage i the same plan Mr. Johnson vwas participating i prior to termination for 36
months at $1.233 94 per month

" Mr Johnson would be cligible to receive $3G0.000 proceeds from the exceutive AD&D policy

# Lipon a chiimge i controll the Muanagement Change-in-Control Plan provides for the Company to pay all excise
tives under IRC Section 280G plus applicable gross-up amounts for Mr Johnson Tinder IRC Section 280G, Mr Johnson would
be subjectto excise ax on $UG0.700 of excess parachute pavments above his base amount Those excess parachute paviments
restult m $TSSO 0 of exvise taves. $3. 14621 of tax gross-ups. and $72.839 of emplover Medicare tax related 1o the excise
N pavanent
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POTENTIAL PAYMENTS UPON TERMINATION
Mark F Muthern. Senior Vice President and Chief Financial Officer

Involuntary
Involuntary or Good
Not for Reason
Yoluntary Farly Normal CUause For Cause | Yermination Death or
Fermination | Retivement | Retirement | Termination | Termination (1D Bisability
()] ($) () (3 (3) (3) (5
Compensation
Base Salan —S423.000¢ 50 S0 SO SLIT0.TM) SG S0
Annual Incentive: S0 S0 SO SO 50 S225.600
Fong-term Incentives
Performance Sharves (PSSP
2007 (performance period) S0 S0 SO SO 50 S$429.734 S429.734
2008 (performance period) S0 50 SO S0 S0 S311.963 S198.522
2009 (performance period) 50 $0 S0 S0 50 S4NT 109 $132.872
Restricted Stock Units?
2007 - 2010
(orant date vesting) NI $0 S0 SU 50 $335.831 $335.831
2007 - 2011
(grant date vesting) SO $0 S0 50 SO S48.761 548,761
2007 2012
(grant date vesting) S0 30 S0 50 $0 $48.720 S48.720
2008 2010
(grant date vesting) S0 $0 SO 50 50 546,587 546,587
2008 ~ 2011
(grant date vestng) S0 $0 50 50 50 $46.587 546,587
2009 - 2010
(grant date vesting) 30 $0 S50 30 50 $76.607 50
2009 - 2011
(erant date vesting) 50 30 S0 30 S0 $76.607 S0
2009 - 2012
{erant date vesting) $0 50 S0 50 50 $179.132 S0
Restricied Stock®
Unvested and Accelerated S0 %0 50 S0 30 5239232 5239252
Benefits and Perquisites
Incremental Nonqualified Pension® 50 50 S0 S0 S0 SO 50
Deferred Compensation’ $325.876 50 SO $325.876 §325.876 §325.876 $5325.876
Post-retirement Health Care® S0 $0 S0 $15.249 $0 $19.934 50
Excemtive AD&D Proceeds’ S0 50 S0 S0 S0 S0 S300.000
280G Tax Gross-up'® 30 $0 SO S0 SO $1.439.661 S0
TOTAL 3325876 50 S0 31.611.875 3325,876| 35,683,701 32.577.,742

"There 15 no provision for payment ol salary under voluntany termination. for cause termmation, death or disahilin
Mr. Mulhern is not eligible for carly retirement or normal retirement. In the event of involuntany not for cause wermination,
sajary continuation provision per Mr. Mulhern's employment agreement requires a severance equal to 2 99 times his then current
base salany ($423,000) pay able n equal imstallments over i period of 2.99 vears In the event ol involuntary or good reason
ternunation (CIC), the maximum benetit allowed under the cash pavment provision of the Management Change-in-Control
Plan cquals the sum of annual salan tmes two plus annual target MICP award times two (03423000 + §233.730U5 8 25 Dous
not nclude impact of long-term disabwlin . In the event of o long-term disability, Mr Muthern would recen e 60% of buse salan
during the period of his disubilin

= There 1s no provision tor pay ment of annual incentive under voluntary termmaten. mvoluntan not for cause
termination, or for cause termination Mr Mulhern is not ehigible for carly relitement or normal retirement In the event of
mvoluntan or good reason temumatien (CTCL M Mulherm would receive 1H0% of his target award under the Annual Cash
Incentive Compensation Plan provisions of the Management Change-m-Control Plan. caleulated as 33% times $423 000 In the
event of death or disatalitv. Mr Muthemn would receive a pro-rata mcentive award for the period worked durine the vear For
Decenber 31, 2004 this 1s based on the tull avurd Por 2009, Mr Mulhern's MICP award wis $223 000
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PUnvested performance shares would be forfeited under voluntary termination, inveluntary not for cause termunation,
or for cause termination. Mr. Mulhent s not cligible for carly revirement or nommal retirement. In the event of involuntary or
good reason termunation (CHC 5 unvested performance shares vest as of the date of Mmagement Change-m-Contro} and pavment
is mude based upon tie applicable performumce factor As of Decamtber 31 2009 the performance factor is 100%. In the event
of death or disabilitv, the 2007 performance shares would vest 16005 and be paid in an amount using performance factors
determined at the time of the event For the 2008 and 2009 perfonnunve grants, a pro-rata pay ment would be made based upon
tme in the plan.

“Unvested restricied stock units (RSU would be foriened under voluntan ermination. involuntary not for cause
termination. or for cause termimaton Mr Mulhernis notehgzible for eany retirement or normal retirement Tn the event ol
myvoluntan or good reuson termunation (C1C), all outstanding restricied stock units would vest immediately. For a detailed
description ol outstanding restricted stock units. see the ~Outstanding Fquity Awards at Fiscal Year-End Table.” Upon death or
disability, all owtstanding restrivted stock units that are more than one vear past their grant date would vest immediately Shares
that are less than one vear past their grant date would be forfeited. Mr Mulhern would mmmediatelv vest 10,366 restricted stock
unils granted on March 20, 2007; 2.272 restricted stock units grimted on March 18, 2008; and would forfeit 8,404 restricted stock
units granted on March 17. 2009,

* Unvested restricted stock would be forteited under voluntany termination. involuntary not for cause termination, or
for cause tenmmation Mr Mulhem is not eligible for early retirement or normal retirement. In the event of involuntary or good
reason termination (C1C), all outstanding restricted stock shares would vest immediately. For a detailed description of outstanding
restricted stock shares. see the “Outstanding Fquity Awards ot Fiscal Year-End Table.” Upon death or disability, all outstanding
restricted stock shares that are more than one s car past their grant date would vestimmediately. Shares that are less than one
vear past their grant date would be forfeited All of Mr. Multhern's restricted stock grant dates are bevond the one-vear threshold:
therefore. all 5.834 restricted stock shares would vest immediateh

® No accelerated vesting or incremental nonquahified pension benefit applies under anyv of these scenarios Mr Mulhern
was vested under the SERP as of Decenber 31, 2009, so there 1s no incremental value due to accelerated vesting under
wvoluntan or good reason termination (C1C)

" All outstanding deferred compensation bulances will be paid immediately following termination, subject to IRC
Section 409(a) regulations, under voluntany ternination, mvolumniany not for cause tenmination, for cause termination, mvohmtary
or good reason termination (CIC). death and disability. Mr. Mulhiern is not eligible for carly retirement or normal retirement
Unvested MICP deferral premiums would be forteited Mr Mulhern would torfent $0 of unvested deferred MICP premiums

* No post-retirement health care benetits apph under voluntany termination, [or cause termination, death or disability
Mr. Mulhern is not eligible for early retirament or normal retireinent. Under mvoluntary not for cause termination, Mr. Mulhem
would be reimbursed for 18 months of COBRA premiums at 384718 per month as provided in his emplovinent agreement. In
the event of involuntary or good reason termination (CICH, the Minagement Change-in-Control Plan provides for Company-paid
medical, dental and vision coverage in the same plan Mr. Muthern was participating in prior to termination for 24 months at
$830 37 per month

* Mr Mulhem would be cligible to receive $300.000 proceeds from the exeewtive AD&D policy

" Uipon a change i control. the Management Change-m-Control Plan provides for the Company to pav all excise taves
under IRC Section 280G plus applicable gross-up amounts for Mr. Muthern. Under IRC Section 280G, Mr Mulhern would be
subject 1o excise lay on $2,691 811 of excess parachute pavments above s base amount. Those excess parachute pavments result
in $338.362 of excise taxes. $900.436 ol tax gross-ups. and $20.803 of emplorver Medicare iy related to the excise tax payvient
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POTENTIALPAYMENTS UPON TERMINATION
Jeffrey J. Ly ash, Executive Vice President — Corporate Development

Involuntary
Inveluntary vt Good
Not for Reason
Voluntar Farly Normal Cause For Cause | Fermination | Death or
Fermination | Retivement | Retirement | Termination | Fermination (CHY Bisability
&) (3) (&) (&) (3} (%) (&)
Compensation
Base Saliry —S453.000 SO S0 SO S1.ASAT0 SGE 0 $2.139.040 St
Annual Incentive® S0 50 SO SO S0 S249. 150 S235.000
Fong-term Incentives
Performance Shares (PSSP)
2007 (performance period) 50 50 S0 S0 30 S374.550 SST4530
2008 {performance period) 50 50 SO 50 50 S442.373 S281.511
2009 (performance period) S0 $0 S0 S0 S0 S /
Restricted Stock Units?
2007 - 2010
(orant date vesting) 50 S0 S0 S0 50 $433.722 S433.722
2007 - 2011
(grant date vesting) S0 $0 50 SO S0 S64.G32 504.632
2007 2012
(grant date vesting) 50 30 S0 50 $0 $6:4.391 564.391
2008 2010
(grant date vesting) S0 50 S0 S0 30 3565.493 565.493
2008 - 2011
(grant date vesting) S0 30 50 50 S0 $65.493 $65.493
2009 - 2010
(grant date vesting) S0 $0 SO $0 S0 $38.541 S0
2009 - 2011
(grant date vesting) 50 50 S0 50 50 $88.541 $0
2009 - 2012
(erant date vesting) $0 $0 S0 50 S0 $170.561 $0
Restricted Stock®
Unvested and Accelerated 50 350 S0 SO 50 S157.232 S157.232
Bencfits and Perquisites
Incremental Nonqualified Pension® 50 50 S0 S0 S0 560 S0
Deferred Compensation” $135.173 $0 S0 $135.173 S133.173 $133.173 5135173
Post-retirement Health Care® 50 50 S0 $16.221 S0 $531.807 50
Exccutive AD&D Proceeds’ S0 50 SO SO 50 50 S$300.000
280G Tax Gross-up'’ S0 S0 SO S0 S0 51620699 S0
TOTAL 3135173 50 SO S1,505.864 3135173 36.954,668 32,730,972

! There is no provision tor pay ment of salarv under voluntany termination. for cause termination, death or disabilin
Mr. Lyash is not eligible for early retirement or normal retirement. In the event of involuntary not for cause termination,
salary continuation provision per Mr Lyvash's employment agreement reguires a severance equal to 299 umes his then current
base salary ($433,000) pay able n equal mstallments over a period of 2.99 vears. In the event ol mvoluntany or good reason
termination (CIC), the maximun benetit atlowed under the cash pay ment provision of the Management Change-in-Contro] Plan
cquals the sum of wnnual salary times three plus average MICP award for the three vears prior tintes three ((5433 000 + $200.00) 4
X 3). Does not include mmpact of long-term disabihnn. In the event ot a long-tenm disabihitn. Mr 1 vash would recerve o0% ol hase
salary during the period of his disabilin

* There is no provision for paviment of annual incentive under voluntany termination. mvoluntary not for cause
termination, or Jor cawse lermination Mr Ly ash is not eligible for early retirement or normal retirement. i the event of
involuntan or geod reason ternumation (CIC). M Lyvash would receive 1% of his target avard under the Annual Cash
Incentive Compensation Plan provisions of the Management Change-in-Control Plan. caleulated as 35% imes 3433000 In
the event of death or disabiling. Mi Tyash would receive a pro-rats meentive imvard tor the pentod worked duning the vear, For
December 31, 2000 this is based on the full award For 2009 Mr Lvash's MICP avward was $233.000
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P ested performarnce shares swould be tortented under voluntary termination, involuntany not for cause terminaion.
or for cause trminaton Mr Lyash 15 not elizible for carh retirement or normal retirement. In the event of involuntany or good
renson termmmahion (CHC L unvested performamee shares vest as of the date of Management Change-in-Control and paviment s
pnede bused span the apphicuble perfomunce fuctor As of December 310 2009, the performance fucter 1s 100% In the event
of death or disabilitv. the 2007 performance shares would vest 1067 and be paid 1 an amount using performance tactors
determined at the tme of the event For the 2008 und 2009 performance grants. a pro-rata pes ment would be made bused upon

time m the plan

Uinvested restricted stock units (RSED would be torfeited under voluntany tenmination. involuntary not for cause
terntination. or for cause lermusation Mr Lyash 1s not eheible for early relirement or normal retirement. In the event of
involuntary or good reason lermination (C1C 1, all outstanding restricted stock units would vest immediately. For a detailed
description of outstanding restricted stock units. see the “Outstanding Equity Awards at Fiscal Year-End Table ™ Upon death o1
disability, all outstanding restricted stock units that are more than one vear past their grant date would vest immediately Shares
that are less than one vear past their grant date would be forfeited. Mr Lyvash would immediateh vest 13.727 restricied stock
unils granted on March 20, 2007: 3. 194 restricted stock units granted on March 18, 2008: and would forfeit 8,477 restricted stock
wnits granted on March 17. 2009,

“Unvested restricted stock would be forfeited under voluntary termination. involuntary not {or cause termination, or for
cause termination. Mr. Lyvash is not eligible for early retirement or normal retirement. In the event ol involuntary or good reason
termination (CIC), all outstanding restricted stock shares would vest immediately. For a detailed description of outstanding
restricted stock shares. see the ~Outstanding FEquity Awards at Fiscal Year-Fnd Table” Upon death or disability, all outstanding
restricted stock shares that are more than one s ear past their grant date would vest immediately: Shares that are less than one
vear past thetr grant date would be forfeited All of Mr Lvash’s restricted stock grant dates are bevond the one-vear threshold.
therefore, all 3.834 restricted stock shares would vest immediately.

“ No accelerated vesting or incremental nonqualified pension benelit applies under any of these scenarios Mr Lvash
was vested under the SERP as of December 31, 2009, so there is no incremental value due to accelerated vesting under
mvoluntany or good reason termination (CIC)

“Al ouwtstanding deferred compensation balunces will be pmd immediately following tenmination, subject to IRC
Section 4091 regulations, under voluntary termmation, mvoluntary not for cause termination, for cause termmation, mvoluntan
or good reason termination {C1C). death and disability. Mr. Lyvash 1s not cligible for early retirement or normal retirement
Unvested MICP deferral premiums would be torfeited. Mr Lyvash would forten $0 of unvested deterred MICP premums.

* No post-retirernent health care benefits apply under voluntary lennination, [or cause termination, deuth or disability
Mr. Iy ash is not eligible for earh retirement or normal retirement. Under involuntary not for cause termination, Mr. Lvash would
be reimbursed for 18 months of COBRA premiums at $901 19 per month as provided in his emplovment agreement. In the event
of mvoluntary or good reason termmation (CHC ). the Management Change-in-Control Plan provides for Company-paid medical,
dental and vision coverage in the same plan Mr Lyvash was participating in prior o termination {or 36 months at $883.32 per
month

* Mr Lyash would be eligible to receive $300.000 proceeds from the exeeative AD&D policy

" Upon a change i control the Management Change-in-Control Plan provides for the Company to pay all excise taves
under IRC Section 280G plus upphicable gross-up amotats for Mr. Lvash Under IRC Section 280G, Mr Lvash would be subject
1o excise taxy on $2 988 788 of excess parachute pavinents above his base amount. Those excess parachute payvments result in
7ol tas gross-ups, and 323164 of emplover Madicare tax related o the excise tay pavment
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POTENTIAL PAYMENTS UPON TERMINATION
Llovd M. Yates, President and Chiel Executive Gfficer, PEC

Involuntary
Imy oluntary o Good
Mot for Reasuyn
Vohmtary karly Nornnal Cause For Cause | Termination | Death or
Fermination | Retirement | Retirement | Fermination | Termination (CIOY Disability
3 (3 ) (&) (8) () (5
Compensation
Buse Saluy —— S448.000° S0 S50 SO SE339.520 SO S2O83.I60 S0
Annual ncentive: SO 50 S0 N S0 $246,400 $235.000
Fong-term Incentives
Performance Shayes (PSSP)
2007 (performance period) 30 50 SO SO 50 $374.350
2008 (performance period) 50 30 SO S0 50 S281.311
2009 (performance period) 50 S0 S0 S0 50 S151.8
Restricted Stock Units?
2007 - 2010
(orant date vesting) 50 $0 SO S0 50 $5433.722 $433.722
2007 - 2011
{erant date vesting) S0 50 50 SO $U $64.632 S64.632
2007 2012
(grant date vesting) S0 30 SO S0 S0 564,391 S$64.591
2008 2010
(grant date vesting) S6 50 SO S0 S0 565,493 S$65.493
2008 ~ 201
(granl date vesting) $0 50 S50 50 50 $635.493 $63.493
2009 - 2010
(grant date v esting) 50 30 S0 $0 S0 $87.515 30
2009 - 2011
(grant date vesting) S0 S0 SO 50 50 $87.556 S0
2009 - 2012
(erant date vesting) S0 $0 S0 S0 50 $169.5376 50
Restricted Stock®
Unvested and Accelerated S0 50 S0 SO 50 §157.232 $1537.232
Benefits and Perquisites
Incremrental Nongualified Pension® SO 50 SO S0 SO 560 S0
Deferred Compensation” 5499.804 50 S0 $499.804 $499.804 $499.804 S$499.804
Post-retirement Health Care® S0 50 S0 $23.022 50 545,140 S0
Exceutive AD&D Procecds® S0 50 S0 SO 50 S0 S$3G0.000
280G Tax Gross-up'® S0 S0 S0 S0 S0} $1.621.931 30
TOTAL 5:499,804 30 80|  §$1.862.340 34998041 87.265,962 33,093,869

" There is no provision for payment of salary under voluntary termination. for cause termination, death or disabilin
Mr. Yates is not eligible for carly retirement or normal retirement. In the event of mvoluntany not for cause termination. salan
contimuation provision per Mr Yates” emplovment agreement requires a severance equal to 2 99 times his then current hase salan
(348,000 pay able 1 equal installments over a period ol 2 99 vears In the event of mvoluntany or good reason termimnation
(CIC). the mavimum benefit allowed under the cash pavment provision of the Management Change-in-Control Plan equals the
sum of annual salary Umes three plus annual target MICP avward times three (348000 + 32464001 8 37 Docs not include
impact of long-term disabilitv. Inn the event of i long-term disalnhin. Mr Yates would recerve 60%% of base sulany durng the
period of his disability

“There 1s no provision for payment of annual incentive under voluntary termination. veluntan not [or ciause
termination. or [or cause termination Mr Yales 1s not cligible [or carly retirement or normal retirement In the event of
involuntan or zood reason terminatien (CIC L Mr Yates would receive 1002 of his target award under the Annual Cash
Incentive Compensation Plan prosisions of the Management Change-mn-Control Plan. caleulated as 33% times $448.0010 In
the event of death or disability, M Yates would receive a pro-rata incentive award for the perod worked durime the vear For
December 31, 2009 tis is based on the full award. For 2009, Mr Yates” MICP avard was $233 006
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PUmvested performance shares would be torfeited under voluman termination, involuntary' not for cause terminauon,
of [or cause termination Mr Yaios 1s ot cligible for carby retirement or normal retirement. In the event of imvoluntan or good
reason lermimation (CIC L unvested perfornumce shares vest as of the date of Management Change-in-Control and paymentas
made bused upon the applicable perfonmance tactor As of December 31, 2009, the performance factor s 100%, In the event
of death or disabihity, the 2067 performance shares would vest 10625 and be paid in an amount using performance lactors
determined at the time of the event or the 2008 and 2004 perfonmance grants. a pro-rata pay ment would be made based upon
time in the plan

Unvested restricied stock units 1 RSUY would be forfeited under voluntary termination. involuntany not for cause
termnation. or for canse termmation M Yates 1s not ehgble for early retirement or normal retirement  In the event of
myohuntany or good reason termination (CIC ), all owstending restricted stock units would vest immediately. For o detailed
description of outstanding restricted stock mts. see the “Outstandmg Equity Awards at Fiscal Year-End Table.” Upon death or
disability, all outstanding restricted stock units that are more than one vear past their grant date would vest immediately Shares
that are less than one vear past their grant date would be forfeited Mr Yates would immediately vest 13.727 réstricted stock umts
granted on March 20, 2007, 3,194 restricted stock wnits granted on March 18, 2008 and would forfeit 8.404 restricted stock units
sranted on March 17, 2009

* Unvested restricted stock would be forfeited under voluntary termination. mvoluntary not {or cause ermination, or for
cause termnation. Mr. Yates 1s not eligible for early retirement or normal retirement In the event of mvoluntary or good reason
termination (CIC), all outstanding restricted stock shares would vest immediately. For a detailed description of outstanding
restricted stock shares, see the “Outstanding ity Awards at Fiscal Year-End Table ™ Upon death or disabilitv. all outstanding
restricted stock shares thut are more than one v ear past their grant date would vest immediately. Shares that are less than one year
past their grant date would be forfeited. All of Mr. Yates restricted stock grant dates are bevond the one-vear threshold: therefore,
all 3.834 restricted stock shares would vest immediately

¢ No accelerated vesting or incremental nonqualified pension benelit applies under any of these scenarios. Mr Yates
was vested under the SERP as of December 31, 2009, so there 1s no incremental value due o aceelerated vesting under
mvoluntary or good reason termination (CICY

"All outstanding deferred compensation balances will be paid immediately following termination, subject to IRC
Section 409(a) regulations, under voluntany termination, mvoluntary not for cause termination, for cause termination, mvoluntary
or good reason termination (CI1C). death and disability. Mr. Yates is not eligible for carly retirement or normal retirement
Unvested MICP deterral premiums would be torfetted Mr Yates would forfeit $0 of unvested deferred MICP premiums.

f No post-retirement health care benefits apph under volunitary (enmination, lor cause termination, death or disability
Mr. Yates is not eligible for early retirement or normal retirement Under involuntary not for cause tennination, Mr Yates
would be reimbursed for 18 months of COBRA premiums at $1.278 98 per month as provided in his emiplovment agreement
In the event of involuntany or good reason termimation (C1C), the Management Change-m-Control Plan provides for Company-
paid medical. dental and vision coverage in the same plan Mr. Yates was participating i prior to termination for 36 months at
$1.233 90 per month

“ Mr. Yates would be eligible to receive $300.000 proceeds from the executive A& policy

" Upon a change in control. the Management Change-m-Control Plan pravides for the Company to pay all excise taves
under IRC Section 280G plus applicable gross-up amoeunts for Mr Yates Under IRC Section 280G, Mr Yates would be subject
o exvise vy on $2.99 1039 of excess parachute pay ments above his base amount. Those excess parachute pavments result in
$398.212 of exvise taves, $1.000.337 of tax eross-ups. und 333,182 of emplover Madicare ty related o the excise tax pavment
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17 Proxy Statement

POTENTIAL PAYMENTS UPON TERMINATION
Paula L. Sims, Senior Vice President — Power Gperations

I oluntary
Involuntary oy Good
Nut for Reason
Yoluntary Early Normal Cause For Cause | Termination | Death or
Fermination | Retirement | Retirement | fermination | Termination (CIOY Disability
(3) (5) () (3) () ) (3)
Compensation
Base Sajarn——S370.000! SO S0 SO S1.166.300 SGE 0 51.073.000 S0
Annual Incentive® SO S0 SO SO SO S166.500 $5160.000
Tong-term Incentives
Performance Shares (PSSPY
2007 (pertormance period) 50 S0 Si SO S0 $429.734 $429.734
2008 (performance period) SO S0 SO S0 30 5330.869 $210,553
2009 (performance period) SO 30 S0 S0 50 S400.176 $109.139
Restricted Stock Units!
2007 - 2010
{oram date vesting) S0 30 S0 S0 50 $3353.831 $335.831
2007 - 2011
(grant date vesting) S 30 SO S0 S $48.761 $548.761
2007 2012
{erant date vesting) SO S0 S0 50 $0 $48.720 S48.720
2008 2010
(grant date vesting) NY 50 S0 30 30 $49.376 549.376
2008 - 2011
(grant date vesting) 50 30 SO0 S0 S0 $49.417 S49.417
2009 - 2010
(grant date vesting) 50 S0 S0 $0 S0 $63.442 $0
2009 - 2011
(grant date vesting) $0 50 SO 30 50 $63.442 $0
2009 - 2012
(erant date vesting) S0 $0 S0 S0 S0 §145.503 $0
Restricted Stock®
Unvested and Accelerated SO 50 SO S0 50 $41.010 S41,010
Benefits and Perquisites
Incremental Nonqualified Pension® 50 50 S0 SO S0 S0 50
Deterred Compensation” $414.523 30 SO 3414.523 S414.523 S444.0:49 $444.049
Post-retirement Health Care® 50 S0 50 $5.344 $0 56,985 50
Excentive AD&D Procecds” S0 S S0 S0 50 50 $300.000
280G Tax Gross-up'® S0 50 SO S0 SO $1.194.126 30
TOTAL 5414,523 S50 SOl 81,526,167 5414,523 34,890,941 32,426,590

! There is no provision for payment of salary under voluntary termination, for cause termination, death or disability
Ms. Sims is not eligible for carly retirentent or nonnal retirement In the event of involuntary not for cause termination, salan
continuation provision per Ms Sims” emplovinent agreement requires a severance equal to 2 99 times her then current base sulan
($370.000) pavable I equal wstallments over a period of 2.99 vears In the event of mvoluntany or good reason termination
(CIC . the maxanum benefit allowed under the cash pasment provision of the Management Change-in-Control Plan equals the
st of annual sulary fimes two phus target MICP award times two (($370.000 + $166.300)x 23 Docs not mchude impact of
long-term disabihts I the event ol a Jong-term disability. Ms. Suns would receive 60% ol base salary during the period of her
disabilin

* There 13 no provision for payvment of annual incentive under vohuntary termination. involuntan not for cause
termination, or for cause termination Ms Sims is not ¢higible for carly retirement or normial retirement [n the event of
mvoluntan or goeod reason termmatien (CIC L Ms. Sims would recerve 100% of her tareet award under the Amual Cash
Incentive Compensation Plan provisions of the Management Change-m-Control Plan. calcufated as 3% times $370.000 In
the event of death or disabibty. Ms Sims would recerve a pro-rata meenuve award for the period worked during the vear For
December 31, 2004, this 1s based on the full avward For 2000 Ms Sims™ MICP award was $100,000
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“Thvested pestormance shares would be forfeited under volutany wermination, ivoluntary not for cause lermination,
or for catise termination Mz Simes 1s not cligible for carly retirement or normal retirement. In the event of imvoluntany or good
reason lermination (CHC s unvested performance shares vest as of the date of Management Change-m-Control and paviment s
made husad upen the upplicable performance toctor As ot December 31 2009, the performance factor 1s 100%, [n the event
of death or disability. the 2007 performance shares swould vest 10075 and be paid i an amount using performance factors
determined ut the tme of the event For the 2008 and 2009 perfonmance grants. a pro-rata payment would be made based upon
tume m the plan

Unvested restricted stock units (RSE Y would be forleited under voluntary termination. involuntan not for cause
termination. or for cause emunation Ms Sins s not ehgible for early retirement o1 normal retirement. Tn the event of
mvolunan or good reason terminution (C1C). all outstanding restricted stock units would vest immediately. For a detatled
description of outstanding restrcted stock wmitz. see the “Outstandiig Equits Awards at Fiscal Year-End Table.” Upon death o1
disability. 2l outstanding restricted stock units that are more than one vear past their grant date would vest inmediateh Shares
that are less than one v ear past their grant date would be forteited. Ms. Sims would immediately vest 10,566 réstricted stock units
granted on March 20, 2007. 2,409 restricted stock units granted on March 18, 2008: and would forfeit 6.642 restricted stock units
eranted on March 17. 2009
* Unvested restricted stock would be forfeited under voluntany termination. mvoluntary not for cause termination, or for
cause termination. Ms Sims 1s not eligible for early retirement or normal retirement. In the event of mvoluntary or 2ood reason
termination (CI1C). all outstanding restricted stock shares would vest immediately, For a detailed deseription of oulstanding
restricted stock shares. see the “Outstanding Equity Awards at Fiscal Year-FEnd Table.” Upon death or disability, all outstanding
restricled stock shares that are more thun one vear past their grant date would vest immediately, Shares that are less than one v ear
past their grant date would be forferted. All of Ms. Sims’ restricted stock grant dates are bevond the one-vear threshold: therefore,
all 1.000 restricted stock shares would vest immediatch

‘ No accelerated vesting or incremental nongualified pension benelit applies under any of these scenarios. Ms. Sims
was vested under the SERP as of December 31, 2009, so there is no incremental value due to accelerated vesting under
mvoluntany or good reason termination (CIC),

“All outstanding deferred compensation balances will be paid immediately following termination, subject to IRC
Section 409(a) regulations. under voluntary termination, involuntany not for cause tenmination, for cause termination, mvoluntary
or good reason termination (CIC). death and disabilitn. Ms. Sims 1s not eligible for early retirement or normal retirement
Unvested MICP deferral premiums would be forfeited Ms Sims would forfeit $29.526 of unvested deferred MICP premiums

¥ No post-retirement health care benelits apply under voluntans termination, for cause termination. death or disability
Ms. Sims is not eligible tor early retirement or normal retirement. Under involuntary not for cause termination, Ms Sims would
be retmbursed for 18 months of COBRA premiums at $296 88 per month as provided m her emplovment agreement. In the event
of mvoluntany or good reason termmation (C1C). the Management Change-i-Control Plan provides for Company-paid medical,
dental and vision coverage in the same plan Ms. Sims was participating in prior lo termination for 24 months at $291 06 per
month

*Ms Sims would be ehigible to receive $500,000 proceeds from the exceutive AD&LD policy

U Upon a change i contiel. the Management Change-m-Contiol Plan provides for the Company to pay all excise taves
under IRC Section 280G plus applicuble gross-up amounts for Ms Sims Under IRC Section 280G, Ms. Sims would be subject
1o excise v on $2.202.132 of excess parachute pas ments above her base amount. Those excess parachute pay ments result
10426 o excise tanes, $736.033 of tay zross-ups. and $17.067 of emplover Medicare tax related to the excise tax pay ment
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DIRECTOR COMPENSATION

Suecr Provy Statement

The following includces the required table and related narrative detailing the compensation cach director received
for his or her services in 2009

Change in
Pension Value
and
Fees Non-Equity | Nonqualified
Earned Incentive Deferred
or Paidin| Stock | Option Plan Compensation All Gther
Cash' [ Awards’ | Awards | Compensation Earnings Compensation’ | Total
Name (3) ($) () (% ) {s) (3)
() (h) (¢) () (e) () (g) ()

John D. Baker 11 $28 433 $0 — e e $2.186] $30.619
James E. Bostic. Jr. $93.500 | $60.000 e — — $77.5021$231.002
David L. Burner

(Retired May 13. 2009) $51.750] $60.000 — o o $13.640]$127.390
Harris E. Deloach. Jr. $103.5001 $60.000 . — — $51.8441 9215344
James B. Hvler Jr. $935.000| $66.000 — — —_ $8.8991 $163.899
Robert W. Jones $100.634| $60.000 — e — $35.715] $196.369
W. Steven Jones $93.500[ $60.000 e — — $65.6221$219.122
E. Marie McKee $107.000] $60.600 e — — $148.522} §315.522
John H. Mullin, 1 $108.300] $60.000 —_ — — $112.871| $281.371
Charles W. Pryor. Ir $96.300| $60.000 — — — $18.4751$174.975
Carlos A. Saladrigas $93.500) $60.000 —— — — $58.55815212.058
Theresa M. Stone $107.0001 $60.000 — — — $37.1141 224,114
Alfred C. Tollison. Jr. $101.5001 $60.000 — — — $30.966 | $212.466

! Reflects the annual retainer plus amy Board or Committee fees earned in 2009 Amounts may have been paid in cash or
deferred into the Non-Emplovee Director Deterred Compensation Plan

* Reflects the grant date [air value of wwards granted under the Non-Emplovee Director Stock Unit Plan in 2009 The
asswmptions made in the valuation of awards granted pursuant to the Non-Employee Director Stock Unit Plan are not addressed
in our consolidated financial statements, footnotes to our consohidated [inancial statements or in Management’s Discussion and
Analvsis because the Director Plan is immaterial to our consolidated financial stalements As a Jiability plan under FASB ASC
fopic 718, the fair value of the Director Plan is re-measured at cach fmancial statement date. The grant date fair value [or cach
stock unit granted to each director on January 2, 2009 was $40 63, The numbers of stock units outstanding i the Non-Emplovee
Dircctor Stock Unit Plun as of December 31, 2004 for cach Drirector isted above are shown in the lable in {footote 3 below
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Includes the lollowing items The dollar value of dividend reinvestments and unit appreciation/depreciation

acerued under the Non-Emplovee Director Stock Uint Plan, dividend reinvestments and unit appreciation/depreciation
accrued under the Non-Fmplovee Director Delerred Compensation Plan. 1ax gross-ups: and matching contributions made o

cligible nonprofit organizations and to avcredited colleges and universities under the Compam’s now suspended Matching

Gifts Program as tollows: fames E Bostic. I =$3.300: W Steven Jones—32,300.

Marie McKee~$1 .

071, and Charles W

Prvor. Ir=$1.000 The dollar values of dividend reinvestments and unit appreciation for each Director listed above are in
the table below The total value of the perquisites and personal benelits received by each director was less than $10.000
hus, those amounts are excluded from this colunmmn The numbers of stock units owtstanding in the Non-Lmplovee Darector
Deferred Compensation Plan as of December 3. 2009 for cach Director listed above are in the table below

Non-Emplovee Director
Stock Unit Plan

Non-Employee Director
Deferred Compensation Plan

Stock Units
Qutstanding as of

Dividend Reinvestiments
and Unit Appreciation/
Depreciation in column

Stock Units
Qutstanding as of

Dividend Reinvestments
and Unit \'ppreciation/
Depreciation in column

Dec. 31,2009 (o) Pec. 312009 (o)
Name (sce footnote 2 above) | (see footnote 3 above) | (see footnote 3 above) | (see footnote 3 above)

John 1D Baker 1 0 S0 747 S2.186
James b Bostic, Jr 8.396 $29.764 11.260 S$42.238
David I Humes

(Retired May 13, 2009) 0 (539.745) 14,682 534,647
Flarris L. Deloach. Jr. +.430 $15.147 9.306 $36.697
James B MHater, I 1.376 $4.628 1.028 $4.272
Robest W dones 3.001 59.881 6.548 $25.833
W Steven lones 5,939 $20.709 11.1535 S42.613
F Marie Mokes 11211 $40.1:41 28.649 $107.300
John H. Muliin, I 11.700 541,944 19.113 S$70.927
Charles W Prvon, i 3.001 $9.881 1.930 57.394
Carlos A Saladrigas 9.376 533378 6,701 $25,181
Theresa AL Stone 3,939 $20.709 9.747 836,405
Alred C Tollison. Jr. 4.430 $15.147 9.131 $35.283
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DISCUSSION OF DIRECTOR COMPENSATION TABLE

s,

ETAINERAND MEETING FEES

During 20049, Directors who were not employvees of the Company received an annual reiainer of $80.000,
of which $30.000 was automatically deferred under the Non-Employ ee Director Delerred Compensation Plan (see
below)y The Lead Director/Chair ol the following Board Committecs received an additional retainer of $13.000
Audit and Corporate Performance Commitice. Governance Committec: and Organmzation and Compensation
Commitiee. The Chair of cach of the following standing Board Committecs received an additional retainer of
$10.000: Finance Commuttee and Operations and Nuclear Oyversight Committee. The nonchair members of the
following standing Board Comnultees received an additional retainer of $7.300: Audit and Corporate Performance
Commitice and the Organization and Compensation Conuuittee. The nonchair members of the follow ing standing
Board Commitiecs received an additional retamer of $6.600: Governance Commiltee: Finance Committee. ind
Operations and Nuclear Oversight Committee. The Nuclear Oversight Director received an additional retainer of
$8.000. The Chair of the Nuclear Project Oy ersight Commitice receives an attendance fee of $2.000 per mecting
held by that Committee. Additionally, cach member of the Nuclear Project Oversight Committee receives an
attendance fee of $1.506 per meeting held by that Committee. Directors who are not emplovecs of the Compam
received a fee of $1.300 per meeting. paid with the next quarterly retainer. for noncustomary meetings or revicws
of the Company 's opcrations that arc approyved by the Governance Conmmittee. Directors who are ecmployees of our
Company do not rcceive an annual retainer or attendance fees. Al Directors are reimbursed for expenses incidental
1o their service as Directors. Commitice positions held by the Directors are discussed in the “Board Commitices™
scction of this Proxy Statement

The Non-Employce Director Stock Unit Plan provides that cach Director will receive an annual grant of
stock unils that is cquiv alent to $60.000

NON-EMPLOYEE DIRECTOR DEFERRED COMPENSATION PLAN

In addition to $30.000 from the annual rctainer that is automatically deferred. outside Dircctors may elect
to defer any portion of the remainder of their annual retainer and Board attendance fees until after the termination
of their service on the Board under the Non-Employ ce Dircctor Deferred Compensation Plan. Any deferred fecs are
decmed to be invested in a number of units of Common Stock of the Company. but participating Directors receive
no equity interest or voting rights in anyv shares of the Common Stock. The number of units credited to the account
of a participating Dircctor s equal Lo the dolfar amount of the deferred fees divided by the average of the high
and low sclling prices (i ¢ . market yaluc) of the Common Stock on the day the deferred fees would otherwisc be
pavable to the participating Director The number of units in cach account is adjusted from time to time to reflect the
pavment of dividends on the number of shares of Common Stock represented by the units. Unless otherwise agreed
1o by the participant and the Board. when the participant ceases to be a member of the Board of Directors. he or
she will receive cash cqual to the market value of a share of the Compam s Common Stock on the date of pavment
multiplied by the number of units credited to the participant’s account

NON-EMPLOYEE DIRECTOR STGCK UNIT PLAN

Effective Januan [ 1998 we cstablished the Non-Emplovee Director Stock Unit Plan ("Stock Unit
Plan™). The Stock Umt Plan provides for an annual grant of stock units equivalent to $60.000 to cach non-cmploy e
Director. Each unat is cqual in cconomic value to one share of the Company 's Conumon Stock. but does not represent
an cquity nterest or entitle its holder to vote The number of units s adjusted from time to time to reflect the
pavment of dividends with respect to the Common Stock of the Company Benefits under the Stock Unit Plan vest
after a participant has been a member of the Board for v e vears and are pavable solelv in cash. Effective Januan 1
2007, a Dircctor shall be fully vested at all ames i the stock units credited to Ins or her account
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OTHER COMPENSATION

Direciors arc cligible to receiv e certain perquisites. including tickets o various cultural arts and sporting
cvems. which are de minimis in value. Each retiring Director also receives a gift valued at appronimately $1.300 in
appreciation for his/her service on the Board

Additionalhy . in 2009, directors were cligible to receive a 30 percent match from the Company for
contributions madce in 2008 (o cligible nonprofit organizations and to all accredited colleges and uni ersities. The
Company's Marching Gifts Program was suspended as of January 1. 2009

We charge Directors with imputed income in connection with (1) their travel on Company aircraft for non-
Company related purposes and (ii) their spouses’ travel on Company aircraft. When spousal travel is at our iny itation,
we will gross up the Directors for {axes incurred in connection with the imputed income related fo the travel
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EQUITY COMPENSATION PLAN INFORMATION
as of December 31, 2009

()
Number of
(a) securities
Number of remaining available
securities to for future issuance
be issued upon (h) under equity
exercise of Weighted-average | compensation plans
outstanding exercise price of (excluding
options, outstanding securities
warrants and options, reflected in column
Plan category rights warrants and rights (a))
Equity compensation plans approved by
sccurity holders 4.414.788 $42.04 6.430.623
Equity compensation plans not approved by
sceurity holders N/A N/A N/A
Total 4.414.788 $42.64 6.436.623

Column (a) includes stock options outstanding. outstanding performance units dssuming maximuin payout
potential. and owtstanding restricted stock units

Column (b) includes only the weighted-average exercise price of outstanding options,

Column (c) includes reduction for unissued. outstanding performance units assuming maxinum payout
potential and unissued. outstanding restricted stock units. and issued restricted stock
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REPORT OF THE AUDIT AND CORPORATE
PERFORMANCE COMMITTEE

The Audit and Corporate Performance Committee of the Company's Board of Directors (the ~Audit
Committee™ ) has reviewed and discussed the andited financial statements of the Compam for the fiscal year ended
December 31, 2009, with the Company 's management and with Deloitte & Touche LLP. the Compam s independent
registered public accounting firm. The Audit Committee discussed with Deloitte & Touche LLP the matters required
to be discussed by Statement on Auditing Standards No. 114, as amended (AICPA. Professional Standards. Vol. 1
AU Scction 380) as adopted by the Pubhic Company Accounting Oversight Board in Rule 3200T, by the SEC's
Regulation S-X. Rule 2-07. and by the NYSE's Corporate Goyvemance Rules. as may be modified. amended o1
supplemented.

The Audit Committee has received the writlen disclosures and the Tetter fioim Deloitte & Touche LLP
required by applicable requirements ol the Public Company Accounting Oy ersight Board regarding the independent
accountant’s commumication with the Audit Committce concerning independence and has discussed with Deloitte &
Touche LLP its independence

Based upon the review and discussions noted above. the Audit Commitice recommended (o the Board
of Dircctors that the Company 's audited financial statcments be included in the Company 's Annual Report on
Form 10-K for the fiscal vear ended December 31. 2009. for filing with the SEC.

Audit and Corporate Performance Committee

Theresa M. Stone. Chair

James E. Bostic. Jr

W. Steven Jones

Melquiades R. “Mel™ Martinez*
Charles W. Prvor. Ir.

Carlos A. Saladrigas

Alfred C. Tollison. Jr.

* Mr. Martinez was elected to the Board effective March 1. 2010. and thus did not participate in the reviews
and discussions described in the foregoing Report of the Audit Committee

Unless specifically stated otherwise in any of the Company s filings under the Securities Act of 1933 or
the Securities Exchange Act of 1934 the foregoing Report of the Audit Committee shall not be incorporated by
reference into any such filings and shall not othenvise be deemed filed under such Acts

DISCLOSURE OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’S FEES

The Audit Committec has actively monitored all services provided by its independent registered public
accounting firm. Deloitte & Touche LLP. the member firms of Deloittc & Touche Tohmatsu. and their respective
affiliates (collectively. "Deloitte™ and the relationship between audit and non-audit services provided by Deloitte.
We have adopted policies and procedures for pre-approving all audit and pernussible non-andit services rendered
by Deloitie. and the fees billed for those services. Our Controtler (the “Controller™ 1s responsible to the Audit
Committee for enforcement of this procedure. and for reporting noncompliance Pursuant (o the pre-appros al policy.
the Audit Committce specifically pre-approved the use of Deloitie for audit. audit-related and tax services

The pre-approsyal policy requires management to obtam specilic pre-approval from the Audit Committee
for the use of Deloitte for any permissible non-audit senvices. winch gencrally are himited (o tax services. including
tax comphiance. tax planming. and tax advice services such as return review and consultation and assistance Other
tvpes of permissible non-audit services will not be considered for approval except in hmited instances. which
could include circumstances in which proposed services provide significant ccononuc or other benefits to us. In
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determining whether 1o approve these services. the Audit Committee will assess whether these services adversely
mmpair the independence of Deloitte Any permissible non-audit senvices provided during a fiscal vear that (i) do not
aggregate more than 3 percent of the total fees paid to Deloitte for all services rendered durning that fiscal vear and
{ii) were not recognized as non-audit services at the time of the engagement must be brought to the attention of the
Controller for prompt submission to the Audit Commitice for approval These de nunintis non-audit services must be
approved by the Audit Comimittee or its designated representatns ¢ before the completion of the services. Non-audit
services that are specifically prohibited under the Sarbanes-Oxley Act Section 404, SEC rules. and Public Compam
Accounting Oversight Board ("PCAOB™) rules are also specifically prohibited under the policy.

Prior to approval of permissible tax services by the Audit Committee. the policy requires Deloitte to
{1y describe in writing to the Audit Committee (a) the scope of the service. the fee structure for the engagement
and anv side letter or other amendment to the engagement letter or anv other agreement between the Company
and Deloitte relating to the service and (b) anv compensation arrangenent or other agreement. such as a referral
agreement. a referral fee or fee-sharing arrangement. between Deloitte and anv person (other than the Company)
with respect to the promoting. marketing or recommending of a transaction covered by the service: and (2) discuss
with the Audit Comimittee the potential effects of the services on the independence of Deloitte.

The policy also requires the Controller to update the Audit Committee throughout the vear as to the services
provided by Deloitte and the costs of those services. The policy also requires Deloitte to annually confirm its
independence in accordance with SEC and NYSE standards. The Audit Committee will assess the adequacy of this
policy as it deems necessary and revise accordingly

Set forth in the table below is certain information relating to the aggregate fees billed by Deloitte for
professional services rendered to us for the fiscal vears ended December 31. 2009. and December 31. 2008

2009 2008
Auditfees .. ... ... ... . . ... o o ‘ $3.381.000  $3.673.000
Audit-related fees ‘ L . . : . ‘ 91.000 94.000
Tax fees . .. L o o ‘ . . ‘ 19.000 22.000
Other fees . ... . . . . R e B —_
Total Fees .. . : $3.691.000  $3.789.000

Audit fees include fees billed for services rendered in connection with (i) the audits of our annual financial
statements and those of our SEC reporting subsidiaries (Carolina Power & Light Company and Flonda Power
Corporation): (i1) the audit of the effectiveness of our internal control over financial reporting. (iii) the reviews of the
financial statements included in our Quarterly Reports on Form 10-Q and those of our SEC reporting subsidiaries:
(iv) accounting consultations arising as part of the audits: and (v) audit services in connection with statutory.
regulatory or other filings. including comifort letters and consents i connection with SEC filings and financing
transactions. Auadit fees for 2009 and 2008 also include $51.265.000 and $1.264.000. respectively. for services in
connection with the Sarbanes-Oxlev Act Section 404 and the related PCAOB Standard Ne. 2 relating to our internal
control over financial reporting.

Audit-related fees include fees billed for (1) special procedures and letier reporis: (i) benefit plan
audits when fees are paid by us rather than directly by the plan: and (111) accounting consultations for prospective
transactions not arising directly from the audits

Tax fees include fees billed for tax compliance matters and tax planning and advisory services

The Audit Conmittee has concluded that the provision of the non-audit sen ices listed above as "Tax fees”
is compatible with maintaining Deloitte’s independence

None of the services provided required approval by the Audit Commitiee pursvant to the de minimis waiver
provisions described above
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PROPOSAL 2—RATIFICATION OF SELECTION OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit and Corporate Performance Commtice of our Board of Directors (the ~Audit Committec™)
has selected Deloitte & Tonche LLP ("Deloitte & Touche™y as our independent registered public accounting firm
for the fiscal vear ending December 31, 20010, and has directed that management submit the selectuion of that
ndependent registered public accounting firm for ratification by the sharcholders at the 2010 Annual Mceting
of the Sharcholders. Deloitte & Touche has served as the independent registered public accounting firm for our
Company and its predecessors since 1930, In sclecting Deloitte & Touche. the Audit Comniittee considered carefully
Deloitiec & Touche's previous performance for us. its independence with respect o the senvices o be performed
and its general reputation for adherence to professional auditing standards. A representativ e of Deloitte & Touche
will be present at the Annual Meeting of Sharcholders. will have the opportunity to make a statement and will be
available to respond to appropriate questions. Sharcholder ratification of the selection of Deloitic & Touche as
our independent registered public accounting firm is not required by our By-Laws or otherwise However, we are
submitting the sclection of Deloitte & Touche fo the sharcholders for ratification as a matter of good corporate
practice. If the sharcholders fail to ratifv the selection. the Audit Committee will reconsider whether or not to retain
Deloitte & Touche. Even if the sharcholders ratify the sclection. the Audit Committece. in its discretion. may direct
the appointment of a different independent registered public accounting [irm at any time during the yvear il it is
determined that such a change would be in the best interest of the Company and its sharcholders,

Valid proxies received pursuant to this solicitation will be voted in the manner specified Where no
specification is made. the shares represented by the accompanving proxy will be voted "FOR™ the ratification of
the sclection of Deloitte & Touche as our independent registered public accounting firm. Votes (other than votes
withheld) will be cast pursuant to the accompanying proxy for the ratification of the sclection of Deloitte & Touche.

The proposal to ratify the sclection of Deloitte & Touche to serve as our independent registered public
accounting firm for the fiscal vear ending December 31, 2010. requires approval by a majority of the votes actually
cast by holders of Common Stock present in person or represcnted by proxy at the Annual Mecting of Sharcholders
and cntitled to vote thereon. Abstentions from voting and broker nonvotes will not count as shares voted and will not
have the effect of a "negative™ vole. as described in more detail under the heading “"PROXIES™ on page 2

The Audit Committec and the Board of Directors recommend a vote “FOR™ the ratification of the selection
of Deloitte & Touche as our independent registered public accounting firm
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PROPOSAL 3—ADBOPTION OF A “HOLD-INTO-RETIREMENT” POLICY FOR
FQUITY AWARDS

One of our sharcholders has submitied the proposal sct forth below relating to the adoption of a “hold-into-
retirement” policy for cquity awards Upon written or ol request. the Company will provide the name. address and
share ownership of the proponent. Amy such requests should be directed to our Corporate Secretan . For the reasons
sct forth after the proposal. the Board recommends a vote “AGAINST™ the proposal

Resolved: That stockholders of Progress Encrgy. Inc. ("Companv’) uree the Compensation Committee
of the Board of Dircctors (the “Commnittee ) 1o adopt a policy requiring that sentor execuliy es retain a significant
percentage of shares acquired through cquity compensation programs until two y cars following the termination
of their cmploy ment (through retirement or otherwise). and to report to stockholders regarding the policy before
Company 2011 annual meeting of stockholders The stockholders recommend that the Committee not adopt a
percentage lower than 73% of net after-tax shares. The policy should address the permissibility of transactions such
as hedging transactions which arc not sales but reduce the nisk of loss to the executine

Supporting Statement:
Equity-bascd compensation is an important component of scnior exccutiy ¢ compensation at the Company.

Requiring senior executives to hold a significant portion of shares obtained through compensation plans
after the termination of employ ment would focus them on Compam long-terin success and would betier align
their imerests with thosc of Company stockholders. In the context of the current financial climate, wce believe it is
impcrative that companies reshape their compensation policies and practices to discourage excessive risk-taking and
promote long-term. sustainable value creation A 2002 report by a commission of The Conference Board endorsed
the idea of a holding requirement. stating that the long-term focus promoted thereby “may help prevent companies
from antificially propping up stock prices over the short-term to cash out options and making other potentially
negative short~-term decisions.”

The Company has established stock ownership guidelines for executive officers. The guidelines were
increased in 2009 o a minimum level of ownership of fin ¢ times basc salary for the Chief Exccutive Officer
(“CEQ"). four times base salary for the Chief Operating Officer ("COO™). and three times base salary for the Chicf
Financial Officer and Presidents/Executive Vice Presidents/Senior Vice Presidents

We believe this policy docs not go far cnough to ensure that cquity compensation builds executive
ownership We also view a retention requircment approach as superior to a stock ow nership guideline because a
guideline loscs effectiveness once it has been satisfied

We urge stockholders to vote for this proposal.

COMPANY RESPONSE

The Board and management opposce this sharcholder proposal and recommend a vote "AGAINST”
the proposal for the reasons set forth helow:

The Board has considered this proposal and believes that nis adoption 1s unnecessary and not in the best
unerests of the Company or its shareholders. For the reasons discussed below. the Board recomnends that you vote
“AGAINST™ adoption of this proposal
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. The Board of Directors believes that the Company’s equity compensation policies have been essential
to attracting and retaining experienced and effective executives and mothvating them (o perform in
the best interests of the Company and its sharcholders.

The Board of Dircctors believes strongly that equity compensation and mandatory cquity ownership
promote accountability and encourage executives to enhance long-tenm sharcholder value. This behiel s reflecied
i our compensation policics and practices Equitsy ovwnership is a lundamental clement of the Compamy’s
executive compensation program and provides an essential source of incentive and motivation {or our scnior
executives. Approximateh 60%, of total target compensation for our executive officers 1s provided in equity and
focused on long-term performance The Compam s exccutiv ¢ compensation program is carclully designed to
provide a competitive levcl of at-risk and performance-based incentives through a combination of cquity awards.
inchuding restricted stock untts and performance shares. The Board teliey es that the proposal would result in
an overemphasis on post-retirement compensation and undermine the cffectiveness of the Company s existing
executive compensation programs.

o The Board believes that our stock ownership guidelines ensure that the Company’s executive officers
have a significant equity stake in the future of the Company.

The Company s stock ownership guidelines arc consistent with those of the peer group the Organization
and Compensation Committce used to benchinark compensation and with which we compete for executive talent.
Our guidelines are consistent with the 30 percentile for both the base salary multiple and the time required to meet
ownership targets. The Company’s CEO currently holds 8.5 times his base salan although our guidehines require
him to hold 3 times his basc salary in cquity compensation. All of our scaior ¢xecutives arc in compliance with the
Company s stock ownership guidelines.

The proposal states that the two-vear post retirement retention approach is “superior” because the guideline
approach loscs cffectivencss once the guidelines have been met. The Board of Directors docs not beliceve this is
true. as executives are continually expected to meet the guidelines. even during market downtumns. Morcover. the
ownership levels established in the guidelines represent a significant amount of monev and. as a result. arc a regular
and strong source of alignment with sharcholders” interests. Finally. three to five times an executive’s salany is a
significant amount that is not casily dismisscd just because further accumulation of cquity is no longer necessary

. Because we are in a highly regulated industry, our compensation programs do not provide incentives
for executive officers to take unnecessary and excessive risks that threaten the vy alue of the Company.

Post-termination holding periods are purported to prevent executives from taking actions that would cause the
price of a company’s stock to rise as they depart in order for them to be able to sell their holdings at an clevated price
before their behavior is discoy ered and corrected. As an integrated clectnic utility. pnmarnly engaged i the regulated
utility business. the Company is highly regulated at both the federal and state levels. State and federal regulators st the
parameters within which the Company can operate. The state regulators hay ¢ authority o review and approve the rates
we charge our customers. The regulators review certaim of our costs and investments. and approve our recovery of them
{rom customers onh if they determine that the costs and myvestments were reasonable and prudent when imcurred. In
such a regulated environment. excessive risk-taking is neither encouraged nor allowed. Therefore. itis highly unlikely
our executives would be able to successfully engage in the b pe of behavior the proposal 1s intended to protect against.

. The Board believes that the type of policy mandated by the proposal, with its high retention
threshold and post-retirement holding period. is not a presalent practice and may lead to an earh
loss of executive talent.

The two-yvear post termunation requirement would it our exccutin ¢s™ financial resources at a me
when they no longer have i control over our operations or results Long-term alignment is. of course. important
Howev er. for our compensation programs 1o have value. participants should be permitted the flexibiliny for
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some degree of diversification In the absceuce of this balanced approach. executives whe have been successful

in enhancing shareholder value mav choose (o Jeuve the Company carlter than they otherwise would if they are
mterested i seliing any of their shares in order to share in the value they have helped to create. As a result. the
nroposal could lead to an early loss of experienced talent and muake it more difficult and costlv 1o attract. metivate
and retain executives

° The Board believes that the type of policy mandated by the proposal will result in executives’ failure
te take the actions needed to ensure the Company’s long-term success.

As noted above. the Company is a member of a highlv regulated industry i which excessive risk-taking
is neither encouraged nor allowed The Company recognizes. however. that some amount of risk-taking is inherent
in its business and is necessary in order to increase profitability and long-term shareholder value. If executives are
too focused on presenving the vatue of their equity holdings i the Company into retirement. they may become
reluctant to pursue strategies or undertake projects or capital investments that could be beneficial to the Company
The proposed policy would leave our executives alimost completelv dependent on the value of the Company stock.
potentially resulting in them becoming undulv risk averse to the detriment of our sharcholders.

The Board of Directors remains commitied to the design and implementation of equity compensation
programs and stock ownership guidelines that best align the interests of the Company s leadership with those of our
sharcholders. provide competitive compensation that requires executives to own a significant portion of Company
stock and ensure that executives have the appropriate flexibility to manage their personal financial affairs. We
believe the Company s existing programs and guidelines achieve these objectives and are essential to our ability to
attract. motivale and retain talented executives

YOUR BOARD OF DIRECTORS AND MANAGEMENT URGE YOU
TO VOTE AGAINST THIS PROPOSAL
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FINANCIAL STATEMENTS

Our 2009 Annual Repoert, which includes financial stalements as of December 31, 2009 and 2008, and for
each of the three vears in the period ended December 31, 2009, together with the report of Deloitte & Touche LLP.
our independent registered public accounting finn. was mailed to those who were sharcholders of record as of the
close of business on March 5. 2010,

FUTURE SHAREHOLDER PROPOSALS

Shareholder proposals submitted for inclusion in the proxy statement for our 201 Annual Meeting must be
received no later than December 1. 2010, at our principal executive offices. addressed to the attention ol

John R McArthur

Executive Vice President and Corporate Secretarv
Progress Energy. Inc

PO Box 1551

Raleigh. North Carolina 27602-1551

Upon receipt of anv such proposal. we will determine whether or not to include such proposal in the proxy
statcment and proxy in accordance with regulations governing the solicitation of proxies.

In order for a sharcholder to nominate a candidate for dircctor. under our By-Laws timely notice of the
nomination must be received by the Corporate Secretary of the Company either by personal delivery or by United
States wegistered or certified mail, postage pre-paid. not later than the close of business on the 120" calendar day
belore the date our proxy statement was released to sharcholders 1n connection with the previous yvear’s annual
mecting In no ¢vent shall the public announcement of an adjournment or postponcment of an annual mecting or the
fact that an annual meeting is held after the anniversary of the preceding annual meeting commence a new time period
for a sharcholder’s giving of notice as described above. The sharcholder filing the notice of nomination must include:

*  As to the sharcholder giving the notice:
— the name and address of record of the sharcholder who intends to make the nomination. the

beneficial owner. if any. on whose behalf the nomination is made and of the person or persons
to be nominated:

—  the class and munber of our shares that are owned by the sharcholder and such beneficial owner;

- areprescntation that the sharcholder is a holder of record of our shares entitled to vote at such
meeting and intends to appear in person or by proxy at the meeting to nominate the person or
persons specified in the notice: and

—~  adescription of all arrangements, understandings or relationships between the sharcholder and
cach nominee and any other person or persons (naming such person or persons) pursuant (o

which the nomination or nominations are 10 be made by the sharcholder

+As o cach person whom the sharcholder proposcs to nominate for clection as a dircctor

~  the name. age. business address and. if known. residence address of such person:
- the principal occupation or emplovment of such person:

~  the class and number of shares of our stock that are beneficialiv owned by such person;
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- anv other information relating to such person that is required (o be disclosed in solicitations
of proxies for election of directors or is otherwise required by the rules and regulations of the
SEC promulgated under the Securnties Exchange Act of 1934 and

~  the written consent of such person to be named in the proxy statement as a nominee and to
serve as a director if elected

In order for a sharcholder 1o bring other business before a shareholder meeting. we must receive timel
notice of the proposal not later than the close of business on the 60™ day beflore the first anniversary of the
immediately preceding vear’s annual meeting. Such notice must include

« the information described above with respect to the shareholder proposing such business:

- abref description of the business desired to be brought before the annual meeting. including the
complete text of any resolutions to be presented at the annual mecting. and the reasons for conducting
such business at the annual meeting: and

« anv material interest of such sharcholder in such business

These requirements are separate from the requirements a shareholder must meet to have a proposal included
in our proxy statement

Any sharcholder desiring a copy of our Byv-Laws will be furnished one withowt charge upon writien request
to the Corporate Secretary. A copy of the By-Laws, as amended and restated on May 10. 2006, was filed as an

exhibit to our Quarterly Report on Form 10-Q for the quarter ended June 30. 2006. and is available at the SEC"s Web
site at wirw sec gov.

OTHER BUSINESS

The Board of Directors does not intend to bring anv business before the meeting other than that stated in
this Proxy Statement. The Board knows of no other matter to come before the meeting. If other matters are properly
brought before the meeting. it is the intention of the Board of Directors that the persons named in the enclosed proxy
will vote on such matters pursuant to the proxy in accordance with their best judgment.
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Exhibit A

POLICY AND PROCEDURES WITH RESPECTTO
RELATED PERSON TRANSACTIONS

Al Policy Statement

The Company's Board of Dircctors (the “Board ™y recognizes that Related Person Transactions (as defined
below) can present heightened risks of conflicts of interest or improper valuation or the perception thereof
Accordingly. the Compam s general policy is to avoid Related Person Transactions. Neyertheless, the Company
recognizes that there are situations where Related Person Transactions nught be in. or might not be inconsistent
with. the best interests of the Company and its stockholders These situations could include (but are not limited 10)
situations where the Company might obtain prodiicts or scrvices of a nature. quantity or'quality. oron other terms:
that are not readily available from alternative sources or when the Company provides products or senvices to Related
Pcrsons (as defined below) on an arm’s length basts on terms comparable to those provided to unrclated third
parties or on terms comparable to those provided to employees generally. The Company. therefore. has adopted the
procedures set forth below for the review. approval or ratification of Related Person Transactions

This Policy has been approved by the Board. The Corporate Governance Committee (the “Conunittee™)
will review and may recominend to the Board amendments to this Policy from time to time.

B. Related Person Transactions

For the purposes of this Policy. a “Related Person Transaction” is a transaction. arrangement or relationship.
including any indebtedness or guaranice of indebledness. (or any series of similar transactions. arrangements or
relationships) in which the Company (including any of its subsidiaries) was. is or will be a participant and the
amount involved exceeds $120.000. and in which any Related Person had. has or will have a dircet or indirect
matcrial interest.

For purposes of this Policy. a “Related Person™ means:

1. any person who is, or at any time since the beginning of the Company s last fiscal vear was.
a director or executive officer (i.c. members of the Senior Management Committee and the
Controller) of the Company. Progress Encrgy Carolinas. Inc.. or Progress Energy Florida. Inc
or a nomincc to become a director of the Company. Progress Encrgy Carolinas. Inc . or Progress
Energy Florida. Inc.:

2. anv person who is known to be the beneficial owner of more than 3% of any class of the voting
sccuritics of the Company or its subsidiarics:

[

amy immediate famil member of any of the foregoing persons. which means any child. stepchild.
parcnt. stepparent. spouse. stbhing. mother-in-faw, father-in-law. son-in-law. daughter-in-law.
brother-in-law. or sister-in-law of the dircctor. exccutive officer. nominee or more than 3%
beneficial owner. and amy person (other than a tenant or employ ee) sharing the household of such
dircctor. exccutive officer. nominec or more than 3% beneficial owner: and

4 any finn. corporation or other entity 1n which any of the forcgoing persons iscmployed oris a
gencral partner or principal or in a similar position or in which such person has a 5% or greater
beneficial ownership interest
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C. Approval Procedures

i~

The Board has determined that the Conunittee is best suited to review and approve Related Person
Transactions. Accordingly. at cach calendar vear's first regularly scheduled Committec meeting.
management shall recomimend Related Person Transactions to be enicred into by the Company for
that calendar year. including the proposed aggregate vatue of such transactions if applicable. After
review. the Committee shall approve or disapproyvc such transactions and at cach subscquently
scheduled meeting. management shall update the Commitlee as o any malcrial change to those
proposcd transactions

In determining whether to approve or disapprove cach related person transaction. the Committee
will consider various factors. including the followmg:

« the identity of the related person:

> the nature of the related person’s interest in the particular transaction.

= the approximate doftar amount involved in the ransaction.

+  the approximate dollar value of the related person’s interest in the transaction:

« whether the related person’s interest in the transaction conflicts with his obligations to the
Company and its sharcholders:

+  whether the transaction will provide the related person with an unfair advantage in his
dealings with the Company. and

o whether the transaction will affect the related person’s ability to act in the best interests of the
Company and its sharcholders

The Committee will only approve those related person transactions that arc in. or arc not inconsistent
with. the best interests of the Company and its shareholders

fad

In the event management recomimends any further Related Person Transactions subsequent

to the first calendar vear meeting. such transactions may be presented to the Committee for
approval at the next Committee meeting. In these instances in which the Legal Department. in
consultation with the President and Chief Operating Officer. determines that it is not practicable
or desirable for the Compam to wait untit the next Comnmittee meeting. any further Related
Person Transactions shall be submitied to the Chair of the Committee (who will possess delegated
authority to act between Commitice meetings). The Chair of the Comimittee shall report to the
Committee at the next Committee meeting anv approval under this Policy pursuant to his/her
delegated authority

No member of the Comumittee shall participate in amy review. consideration or approval of am
Retated Person Transaction with respect to which such member or any of his or her immediate
famih members is the Related Person. The Committee (or the Chair) shall approyve only those
Related Person Transactions that are in. or arc not inconsistent with, the best interests of the
Company and its stockholders. as the Committee (or the Chair) determines in good faith. The
Committee or Chair. as applicable. shall comvey the decision o the President and Chief Operating
Officer. who shall com ey the decision to the appropnate persons within the Compam
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D. Ratification Procedures

In the event the Compam ‘s Chicf Exccutive Officer. President and Chicf Operating Officer. Chicl Financial
Officer or General Counsel becomes aware of a Related Person Transaction that has not been previously approved or
prey toush ratified under this Policy. said officer shall immediateh notify the Commitice or Chair of the Commitiee.
and the Commitiee or Chair shall consider all of the relevant facts and circumstances regarding the Related Person
Transaction. Based on the conclusions reached. the Committee or the Chair shall evaluate all options. including but
not limited to ratification. amendment. termination or recession of the Related Person Transaction. and determine
how to proceed

E. Review of Ongoing Transactions

At the Commitiee’s first mecting of cach calendar vear. the Commitiec shall review any previously
approved or ratified Related Person Transactions that remain ongoing and have a remaining term of more than six
months or remaining amounts pavable (o or receivable from the Company of morce than $120.000. Based on all
relevant facts and circumstances. taking into consideration the Company 's contractual obligations. the Committce
shall determine if it is in the best interests of the Company and its stockholders to continue. modify or terminate the
Related Person Transaction.

F. Disclosure

All Related Person Transactions are (o be disclosed in the filings of the Company. Progress Energy
Carolinas, Inc. or Progress Encrgy Florida, Inc.. as applicable. with the Sccuritics and Exchange Commission as
required by the Securities Act of 1933 and the Securities Exchange Act of 1934 and related rules. Furthermore,
all Related Person Transactions shall be disclosed to the Corporate Governance Commitiee of the Board and amy
material Related Person Transaction shall be disclosed to the [ull Board of Directors

The material features of this Policy shall be disclosed in the Company ’s annual report on Form 10-K orin
the Company s proxy statement. as required by applicable laws, rules and regulations
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Progress Energy. Inc
410 S. Wilmington Street
Raleigh. NC 27601-1849

March 31. 2011
Dear Sharcholder:

I am pleased to invite you to attend the 2011 Annual Meeting of the Sharcholders of Progress Energy. Inc.
The meeting will be held at 10:00 am. on May 11. 2011. at the Progress Energy Center for the Performing Arts.
2 East South Street. Raleigh. North Carolina.

As described in the accompanying Notice of Annual Meeting of Shareholders and Proxy Statement. the
matters scheduled to be acted upon at the meeting for Progress Energy. Inc. are the election of directors: an advisory
(nonbinding) vote on executive compensation: an advisory (nonbinding) vote to determine whether to approve
executive compensation every one. two or three vears: and the ratification of the selection of the independent
registered public accounting firm for Progress Energy. Inc.

We are pleased to take advantage of the Securities and Exchange Commission rules that permit companies to
clectronically deliver proxy materials to their sharcholders. This process allows us to provide our shareholders with the
information they need while lowering printing and mailing costs and more efficiently complyving with our obligations
under the securities laws. On or about March 31. 2011, we mailed to our registered and beneficial shareholders a
Notice containing instructions on how to access our combined Proxy Statement and Annual Report and vote online

Regardless of the size of your holdings. it is important that your shares be represented at the meeting.
IN ADDITION TO VOTING IN PERSON AT THE MEETING. SHAREHOLDERS OF RECORD MAY
VOTE VIA A TOLL-FREE TELEPHONE NUMBER OR OVER THE INTERNET SHAREHOLDERS WHO
RECEIVED A PAPER COPY OF THE PROXY STATEMENT AND THE ANNUAL REPORT MAY ALSO VOTE
BY COMPLETING. SIGNING AND MAILING THE ACCOMPANYING PROXY CARD IN THE RETURN
ENVELOPE PROVIDED AS SOON AS POSSIBLE. IF YOUR SHARES ARE HELD IN THE NAME OF A BANK.
BROKER OR OTHER HOLDER OF RECORD. CHECK YOUR PROXY CARD TO SEE WHICH OPTIONS ARE
AVAILABLE TO YOU. Voting by anv of these methods will ensure that your vote is counted at the Annual Meeting if
vou do not attend in person.

I am delighted that vou have chosen to invest in Progress Energy. Inc.. and look forward to seeing vou at
the meeting. On behalf of the management and directors of Progress Energy. Inc.. thank vou for vour continued
support and confidence in 2011

Sincerely.

il Qe

William D. Johnson
Chairman of the Board. President and
Chief Executive Officer
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VOTING YOUR PROXY IS IMPORTANT

Your vote is important. To ensure yvour representation at the Annual Mecting. please vote yvour
shares as promptly as possible. In addition to voting in person. shareholders of record may VOTE VIA A
TOLL-FREE TELEPHONE NUMBER OR OVER THE INTERNET. as instructed in the materials

If vou received this Proxy Statement by mail. please promptly SIGN, DATE and RETURN the
enclosed proxy card or VOTE BY TELEPHONE in accordance with the instructions on the enclosed
proxyv card so that as many shares as possible will be represented at the Annual Meeting. A self-addressed
envelope. which requires no postage if mailed in the United States. is enclosed for vour convenience.
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PROGRESS ENERGY, INC.
410 S. Wilmington Street
Raleigh, North Carolina 27601-1849

NOTICE OF THE ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON

MAY 11, 2011

The Annual Meeting of the Sharcholders of Progress Encrgy. Inc. (the "Company ") will be held at
10:00 a.m. on May 11. 2011, at the Progress Energy Cenier for ilic Pérforming Arts. 2 East South Street. Raleigh:
North Carolina. The meeting will be held 1n order to

H Elect fourteen (14) directors of the Company. each (o serve a one-vear term. The Board of
Directors recommends a vote FOR each of the nominees for director.

{2) Vote on an advisory (nonbinding) proposal to approve executive compensation. The Board of
Directors recommends a vote FOR this proposal.

(3) Vote on an advisory (nonbinding) proposal to determine whether the advisory (nonbinding) vote 1o
approve executive compensation will occur every one. two or three vears. The Board of Directors
recomiends a vote FOR the option of one vear on this proposal

4 Ratify the selection of Deloitte & Touche LLP as the independent registered public accounting
firm for the Company. The Board of Directors recommends a vote FOR the ratification of
the selection of Deloitte & Touche LLP as the Company’s independent registered public
accounting firm.

)] Transact any other business as may properly be brought before the meeting.

All holders of the Company s Comumon Stock of record at the close of business on March 4. 2011. are
entitled to attend the meeting and to vote. The stock transfer books will remain open

By order of the Board of Directors

JOHN R MCARTHUR
Executive Vice President. General Counsel
and Corporate Secretan

Raleigh. North Carolina
March 31. 2011
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PROGRESS ENERGY, INC.
410 S. Wilmington Street
Raleigh, North Carolina 27601-1849

PROXY STATEMENT
GENERAL

This Proxy Statement is furnished in connection with the solicttation by the Board of Directors (at times
referred to as the “Board™) of proxies to be used at the Annual Meeting of Shareholders. That meeting will be held
at 10.00 am. on May 11, 2011. at the Progress Energy Center for the Performing Arts. 2 East South Street. Raleigh.
North Carolina. (For directions to the meeting location. please see the map inchided at the end of this Proxy Statement.)
Throughout this Proxy Statement. Progress Energy. Inc. is al times referred to as "Progress Energy.” “we.” "our or
“us.” This Proxy Statement and form of proxv were first sent to shareholders on or about March 31. 2011

An audio webcast of the Annual Meeting of Shareholders will be available online in Windows Media
Plaver format at wyww progress-energv.com-investor. The webcast will be archived on the site for three months
following the date of the meeting.

Copies of our Annual Report on Ferm 10-K, as amended, for the year ended December 31, 2010,
including financial statements and schedules, are available upon written request, without charge, to the
persons whose proxies are solicited. Any exhibit to the Form 10-K, as amended, is also available upon
written request at a reasonable charge for copying and mailing. Written requests should be made to
Ms. Sherri L. Green, Treasurer, Progress Energy, Inc., P.O. Box 1551, Raleigh, North Carolina 27602-1551.
Qur Form 10-K, as amended, is also available through the Securities and Exchange Commission’s (the “SEC”)
website at wwansec.gov or through our website at winwprogress-energy.convinvestor. The contents of these
websites are not, and shall not be deemed to be, a part of this Proxy Statement or proxy solicitation materials.

In accordance with the “notice and access” rule adopted by the SEC, we are making our proxy
materials available to our shareholders on the Internet, and we are mailing to our registered and beneficial
holders a “Notice of Internet Availability of Proxy Materials” containing instructions on how to access our
proxy materials and how to vote on the Internet and by telephone. If vou received a “Notice of Internet
Availability of Proxy Materials” and would like to receive a printed copy of our proxy materials, free of
charge, vou should follow the instructions for requesting such materials below.

We have adopted a procedure approved by the SEC called “householding.” Under this procedure,
shareholders of record who have the same address and last name and do not participate in the electronic
delivery of proxy materials will receive only one copy of our Proxy Statement and Annual Report, unless one
or more of the shareholders at that address notifies us that they wish to continue receiving individual copies.
We believe this procedure provides greater convenience to our sharcholders and saves money by reducing our
printing and mailing costs and fees.

If vou prefer to receive a separate copy of our combined Proxy Statement and Annual Report, please
write to Shareholder Relations, Progress Energy, Inc., P.O. Box 1551, Raleigh, North Carolina 27602-1551 or
telephone our Sharcholder Relations Section at 919-546-3014, and we will promptly send you a separate copy.
If you are currently receiving multiple copies of the Proxy Statement and Annual Report at your address and
would prefer that a single copy of each be delivered there, you may contact us at the address or telephone
number provided in this paragraph.
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The accompanving proxy is solicited by our Board of Directors. and we will bear the entire cost of
solicitation. We expect to solicit proxies primarily by telephone. mail. e-mail or other electronic media or personalls
by our and our subsidiaries officers and emplovees. who will not be specially compensated for such services In
addition. the Company will engage Phoenix Advisory Parners. if necessary. to assist in the solicitation of proxics on
behalf of the Board 1i is anticipated that the cost of the solicitation services to the Company will be approximately
$50.000. plus out-of-pocket expenses

You may 1ote shares either in person or by duly authorized proxy. In addition. vou may vote vour shares
by telephone or via the Internet by following the instructions provided on the enclosed proxy card. Please be aware
that if vou vote via the Internet. vou may incur costs such as telecommunication and Internet access charges for
which vou will be responsible. The Interniet and telephone voting facilities for shareholders of record will close
at 1201 am. ED.T on the momning of the meeting. Any sharcholder who has executed a proxy and attends the
meeting may clect o vote in person rather than by proxy. You may revoke anv proxy given by you in response
to this solicitation at any lime before the proxy is exercised by (1) delivering a written notice of revocation 1o our
Corporate Secretary. (if) timely filing. with our Corporate Secretary. a subsequently dated, properly executed proxy.
or (i) attending the Annual Mecting and electing (o vote in person. Your attendance at the Annual Meeting. by
itself. will not constitute a revocation of a proxy. If you vote by telephone or via the Internet. vou may also revoke
vour vote by any of the three methods noted above. or vou may change vour vote by voting again by telephone or
via the Internet. If vou decide to vote by completing and mailing the enclosed proxy card, vou should retain a copy
of certain identifying information found on the proxy card in the event that you decide later to change or revoke vour
proxy by accessing the Internet. You should address any writien notices of proxy revocation to: Progress Energy.
Inc . PO. Box 1551. Raleigh. North Carolina 27602-1551, Attention: Corporate Secretary.

All shares represented by effective proxies received by the Company at or before the Annual Meeting. and
nol revoked before they are exercised. will be voted in the manner specified therein. Executed proxies that do not
contain voting instructions will be voled “FOR” the election of all directors as set forth in this Proxy Statement:
“FOR” the proposal approving the Company s executive compensation, as set forth in this Proxy Statement:
“FOR” the option of one vear for the frequency of the advisory “"nonbinding” vote on executive compensatior.
as set forth in this Proxy Statement: and “FOR” the ratification of the selection of Deloitte & Touche LLP as our
independent registered public accounting firm for the fiscal vear ending December 31. 2011. as set forth in this
Proxy Statement. Provies will be voted at the discretion of the named proxies on any other business properly brought
before the meeting.

If vou are a participant in our 40 1(k) Savings & Stock Ownership Plan. shares allocated to your Plan
account will be voted by the Trustee only if vou execute and return your proxy. or vote by telephone or via the
Internet. Plan participants must provide voting mnstructions on or before 11139 pm. ED.T on Mayv 1. 2011

If vou are a participant in the Savings Plan [or Emplovees of Florida Progress Corporation (the "FPC
Savings Plan ). shares allocated to vour Plan account will be voted by the Trustee when vou execute and return vour
proxyv. or vote by telephone or via the Intemnet. If no direction is given. your shares will be voted in proportion with
the shares held in the FPC Savings Plan and in the best interest of the FPC Savings Plan

Special Note for Shares Held in “Street Name™

If vour shares are held by a brokerage firm. bank or other nominee (i.e.. in “street name ). yvou will receive
directions from vour nominee that vou must {ollow 1t order 1o have vour shares voted. ~Street name” sharcholders
who wish to vole in person at the meeting will need to obtain a special proxy form from the brokerage firm. bank or
other nominee that holds their shares of record. You should contact vour brokerage firm. bank or other nominee for
details regarding hosw vou may obtain this special proxy form
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If vour shares are held in “street name™ and vou do not give instructions as to how vou want vour shares
voted (a "nonvote”). the brokerage finm. bank or other nominee who holds Progress Energy shares on vour behalf
may vote the shares at its discretion with regard to “routine” matters. However. such brokerage firm. bank or other
nominee is not required to vote the shares of Common Stock. and therefore these unvoted shares would be counted
as “broker nonvotes.”

With respect to “routine”” matters. such as the ratification of the selection of the independent registered
public accounting firm. a brokerage firm. bank or other nominee has authority (but is not required) under the rules
governing self-regulatory organizations (the "SRO rules™). including the New York Stock Exchange ("NYSE™). to
vole its clients” shares if the clients do not provide instructions. When a brokerage firm. bank or other nominec votes
its clients” Common Stock shares on routine matters without receiving voting instructions. these shares are counted
both for establishing a quorum to conduct business at the meeting and in determining the number of shares voted
“FOR” or “AGAINST” such routine matters. The NYSE recently amended its rules to make any matter relating (o
executive compensation a “nonroutine matter.” Matters relating to executive compensation include advisorv votes
to approve the compensation of executives and to determine how frequently to hold an advisory vote to approve
executive compensation.

With respect to “nonroutine” matters. including the election of directors. matters relating 1o executive
compensation and shareholder proposals. a brokerage firm. bank or other nominee is not permitied under the
SRO rules to vote its clients” shares if the clients do not specifically instruct their brokerage firm. bank or other
nominee on how to vote their shares. The brokerage firm. bank or other nominee will so note on the vote card.
and this constitules a “broker nonvote. " “Broker nonvotes” will be counted for purposes of establishing a quorum
to conduct business at the meeting but not for determining the number of shares voted “FOR,” “AGAINST” or
“ABSTAINING” from such nonroutine matiers. At the 2011 Annual Meeting of Shareholders. the following three
nonroutine matters will be presented for a vote: the election of 14 directors of the Company with terms expiring in
2012: an advisory (nonbinding) vote on executive compensation; and an advisory (nonbinding) vote to determine
whether the vote on executive compensation will occur every one. two or three years.

Accordingly, if vou do not vote your proxy, your brokerage firm, bank or other nominee may either:
(i) vote your shares on routine matters and cast a “broker nonvote” on nonroutine matters, or (ii) leave vour
shares unvoted altogether. Therefore, we encourage vou to provide instructions to your brekerage firm, bank
or other nominee by voting vour proxy. This action ensures that your shares and voting preferences will be
fully represented at the meeting,

VOTING SECURITIES

Our directors have fixed March 4. 2011. as the record date for shareholders entitled to vote at the Annual
Meeting. Only holders of our Common Stock of record at the close of business on that date are entitled to notice of
and to vote at the Annual Meeting. Each share 1s entitled to one vote. As of March 4, 2011, there were outstanding
293.358.966 shares of Comumon Stock

Consistent with state Iaw and our By-Laws. the presence. in person or by proxy. of holders of at least a
majority of the total mumber of Common Stock shares entitled to vote is necessary to constitute a quorumn for the
transaction of business at the Annual Meeting. Once a share of Common Stock is represented for anv purpose at a
meeting. it is deemed present for quorum purposes for the remainder of the meeting and anv adjournment thereof.
unless a new record date is or must be set in connection with anv adjournment. Common Stock shares held of record
by shareholders or their nominees who do not vote by proxy or attend the Annual Meeting in person will not be
considered present or represeited at the Annual Meeting and will not be counted in determining the presence of a
quorum. Proxies that withhold authonity or reflect abstentions or “broker nonvotes™ will be counted for purposes of
determining whether a quorum 1s present
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Pursuant to the provisions of our Articles of Incorporation. as amended effective May 10. 2006. a candidate
for director will be elected upon receipt of at least a majonty of the votes cast by the holders of Common Stock
entitled to vote Accordinglv. assuming a quorum is present. each director shall be elected by a vote of the majonty
of the votes cast with respect to that director. A majority of the votes cast means that the number of shares voted
“FOR™ a director must exceed the number of votes cast “AGAINST™ that director Shares voting “ABSTAIN™ and
shares held in “strect name™ that are not voted in the clection of directors will not be included in determining the
number of voles cast

Approval of an advisory (nonbinding) proposal regarding executive compensation as disclosed in this
Proxy Statement will require the affirmative vote of a majority of votes actually cast by holders of Common Stock
cntitled to vote Assuming a quorum is present. the number of “FOR” votes cast at the meeting for this proposal
must exceed the number of “AGAINST” votes cast at the meeting n order for this proposal to be approved.
Abstentions from voting and “broker nonvotes™ will not count as votes cast and will not have the effect of a
“negative” vote with respect to any such matters

With regard to the advisory (nonbinding) proposal to determine whether the frequency vote to approve
executive compensation will occur every one. two or three vears, assuming a quorum is present. the option of once
every yvear. two vears or three vears that receives the highest number of “FOR” votes cast at the meeting will be the
frequency option for the advisory (nonbinding) vote on the compensation of our named executive officers that 1s
approved on an advisory basis. Abstentions from voting and “broker nonvotes™ will not count as votes cast and will
not have the effect of a “negative”™ vote with respect to the vote on this proposal.

Approval of the proposal to ratify the selection of our independent registered public accounting firm. and
other matters properly brought before the Annual Meeting. if anv, generally will require the affirmative vote of a
majority of votes actually cast by holders of Common Stock entitled to vote. Assuming a quorum is present. the
numiber of “FOR” votes cast at the meeting for this proposal must exceed the number of “AGAINST” votes cast at
the meeting in order for this proposal to be approved. Abstentions from voting and “broker nonvotes™ will not count
as votes cast and will not have the effect of a "negative”™ vote with respect to any such matters.

We will announce preliminary voting results at the Annual Meeting. We will publish the final results in
a Current Report on Form 8-K within four (4) business days of the Annual Meeting. In addition, we will disclose
the decision about how frequently the Company will conduct future votes on executive compensation in a Crent
Report on Form 8-K within 150 calendar days of our Annual Meeting. but no later than October 3. 2011 A copy of
these Forms 8-K mayv be obtained without charge by anv of the means outlined above for obtaining a copy of our
Annual Report on Form 10-K. as amended.

PROPOSAL 1—ELECTION OF DIRECTORS

The Company’'s amended By-Laws provide that the number of directors of the Company shall be between
cleven (11} and [ifteen (15). The amended By-Laws also provide for annual elections of each director Directors will
serve one-vear terms upon election at the 2011 Annual Meeting of Shareholders

Our Articles of Incorporation require that a candidate in an uncontested election for director receive a
majority of the votes cast in order (o be elected as a director (i.¢.. the number of votes cast “FOR™ a director must
exceed the number of votes cast “AGAINST” that director). In a contested election (i.e.. a situation in which the
number of nominees exceeds the number of directors 1o be elected). the standard for election of directors will be a
pluralitv of the votes cast. Under Nonth Carolina law. a director continues to serve in office until his or her successor
is elected or until there 1s a decrease in the number of directors. even if the director is a candidate for re-clection and
does not receive the required vote. referred to as a “holdover director” To address the potential for such a “holdover
director.” our Board of Directors approved a provision in our Corporate Governance Guidelines. That prow ision states
that if an incumbent director is nominated. but not re-elected by a majority vote. the director shall tender his or her
resignation to the Board. The Compornate Governance Commitice (the “Governance Committee™) would then make a
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recommendation to the Board about whether to accept or reject the resignation. The Board will act on the Governance
Committee's recommiendation and publicly disclose its decision and the rationale regarding it within 90 davs after
receipt of the tendered resignation. Any director who tenders his or her resignation pursuant to this provision shall not
participate in the Governance Committee’s recommendation or Board of Directors” action regarding the acceptance
of the resignation offer However. if all members of the Governance Committee do not receive a vote sufficient for
re-election. then the independent directors who did not fail to receive a sufficient vote shall appoint a commitiee
among themselves to consider the resignation offers and recommend to the Board of Directors whether to accept
them If the onlv directors who did not fail to receive a sufficient vote for re-election constitute three or fewer
directors. all directors may participate in the action regarding whether to accept the resignation offers

Based on the repornt of the Governance Committee (see page 17). the Board of Directors nonunates the
following 14 nominees to serve as directors with terms expiring in 2012 and until their respective successors are
clected and qualified: John D. Baker 11. James E. Bostic. Jr. Harms E. Del.oach. Jr. James B. Hvyler. Jr. William D.
Johnson. Robert W Jones. W Steven Jones. Melquiades R. “Mel™ Martinez. E. Marie McKee. John H. Mullin. 11
Charles W. Prvor. Jr. Carlos A. Saladrigas. Theresa M. Stone, and Alfred C. Tollison. Jr

There are no family relationships between any of the directors. anv executive officers or nominees for
director of the Company or its subsidiaries. and there is no arrangement or understanding between any director or
director nominee and any other person pursuant to which the director or director nonminee was selected

The election of directors will be determined by a majority of the votes cast at the Annual Meeting at which
a quorum is present. This means that the number of votes cast “FOR” a director must exceed the number of votes
cast “AGAINST” that director in order for the director to be elected. Abstentions and broker nonvotes. if any. are
not treated as votes cast and. therefore. will have no effect on the proposal to elect directors. Shareholders do not
have cumulative voting rights in connection with the election of directors.

Valid proxies received pursuant to tus solicitation will be voted in the manner specified. Where
specifications are not made. the shares represented by the accompanying proxy will be voted “FOR” the clection
of each of the 14 nominees. Votes (other than abstentions) will be cast pursuant to the accompanying proxy for the
election of the nominees listed above unless. by reason of death or other unexpected occurrence. one or more of
such nominees shall not be available for election. in which event it is intended that such votes will be cast for such
substitute nominee or nominees as may be determined by the persons named in such proxy. The Board of Directors
has no reason to believe that anv of the nominees listed above will not be available for election as a director.

The Board of Directors. acting through the Governance Comimittec. is responsible for assembling for
sharcholder consideration a group of nominees that. taken together, have the experience. qualifications. attributes
and skills appropriate for functioning effectively as a board. The Governance Commitiee regularly reviews the
composition of the Board in light of the Company s changing requirements and its assessment of the Board’s
performance. A discussion of the characteristics the Governance Conunitiee looks for in evaluating director
candidates appears in the ~“Governance Committee Process for Identifsving and Evaluating Director Candidates™
section on page 19 of this Proxy Statement

The names of the 14 nominees for election to the Board of Directors. along with their ages. principal
occupations or emplovment for the past five vears. directorships of public companies held dunng the past {ive
vears, and disclosures regarding the specific experience. qualifications. attributes or skills that led the Board to
conclude that such individual should serve on the Board. are set forth below (Carolina Power & Light Company
d/b/a Progress Energy Carolinas. Inc ("PEC") and Florida Power Corporation d/b/a Progress Energy Florida. Inc.
("PEF™). which arc noted below. are wholly owned subsidiaries of the Company ) Information concerning the
number of shares of our Common Stock beneficially owned. directly or indirecty. by all current directors appears on
page 11 of this Proxy Statement

The Board of Directors recommends a vote “FOR™ each noniinee for director



Case No. 2011-124
Staft-DR-01-031 (b) attachment
(Progress Energy)

Page 12 of 96

Nominees for Election

JOHN D. BAKER I1 age 62. is Exccutive Chairman of Patriot Transportation Holding. Inc.. which
is cngaged in the transportation and real estate businesses. since October 2010. He served as President and
Chiefl Executive Officer of Patriot Transportation Holding from February 2008 to October 2010. Mr. Baker
was President and Chief Executive Officer of Florida Rock Industries. Inc.. a producer of cement. aggregates.
concrete and concrete products. from 1997 10 2007. As a lawver and business executive with more than 35 vears
of experience in the construction materials and trucking industries. Mr Baker brings to the Board business insight
and expertise that are valuable to the Company as it navigates a complex and changing business emvironment.
He has first-hand knowiedge of the economic and business development 1ssues facing companies in the State of
Florida Mr Baker's executive experience and service on the boards of other public companies have prepared
him to respond to financial and operational challenges and have enhanced his ability to work effectively with
other directors. understand board processes and functions. and oversee management. Mr. Baker has served
as a director of the Company since 2009. He is a member of the Board’s Finance Committee and the
Organization and Compensation Committee.

Other public directorships in past five vears:

Patriot Transportation Holding. Inc. (1986 to present)

Wells Fargo & Company (January 2009 to present)

Texas Industries. Inc. (October 2010 to present)

Vulcan Materials Co. (November 2007 until February 2009)
Wachovia Bank. N A (2001 until December 2008)

Florida Rock Industries. Inc (1979 uniil November 2007)
Hughes Supply. Inc. (1994 until 2006)

JAMES E. BOSTIC, JR.. age 63. has been Managing Director of HEP & Associates. a business consulting
firm. and a partner of Coleman Lew & Associates. an executive search consulting firm. since 2006. He retired as
Excecutive Vice President of Georgia-Pacific Corporation. a manufacturer and distributor of tissue. paper. packaging.
building products. pulp and related chemicals. in 2006 During his 20 vears at Georgia-Pacific. Mr Bostic served
in various senior positions. including service as Senior Vice President—Environmenial. Government Affairs and
Communications. Mr. Bostic's business background and his expertise on environmental and regulatory issues are
significant assets to the Company and the Board of Directors. That expertise will be particularly helpful as we
continue o address new laws and regulations regarding alternative and renewable energy. emission reductions and
other environmental issues. Additionally. as a result of his extensive service on the Board. Mr. Bostic has developed a
keen understanding of how the Company operates. the kev issues it faces. and the Company s strategy for addressing
those issues as it carries out is responsibilities to its shareholders and other stakeholders. Mr. Bostic has served
as a director of the Company since 2602. He is a member of the Board’s Audit and Corporate Performance
Committee, the Nuclear Project Oversight Committee and the Operations and Nuclear Oversight Committee.

HARRIS E. DELOACH, JR.. age 66. is Chairman and Chief Executive Officer of Sonoco Products
Company. a manufacturer of paperboard and paper and plastic packaging products. since December 2010. He served
as Chairman. President and Chief Executive Officer of Sonoco Products from April 2005 to December. 2010, and as
President and Chiefl Executive Officer from July 2000 to April 2005, Mr. DeL.oach joined Sonoco Products in 1986
and has served in various management positions during his tenure there. Prior to joining Sonoco. Mr. DeL oach was
in private law practice and served as an outside counse] to Sonoco for 15 vears. As a business leader in the State of
South Carolina. Mr. Del.oach has first-hand knowledge of the economic and business development issues facing
the communities we serve. Mr Deloach’s legal background and years of experience leading a global packaging
company are valuable to the Company as it undertakes the long-range projects and initiatives necessary to optimize
its balanced solution strategy for meeting its customers” future energy needs and complying with public policies
while creating long-term value in a challenging economy and changing business environment. Mr. DeLoach has
served as a director of the Company since 2006. He is Chair of the Board’s Operations and Nuclear Oversight
Committee and a member of the Executive Committee, the Governance Committee, the Nuclear Project
Oversight Committee and the Organization and Compensation Committee.

(ther public diveciorships in past five vears
Sonoco Products Company (1998 to present)
Goodrich Corporation (2001 1o present)
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JAMES B. HYLER. JR.. age 63 retired as Vice Chairman and Chief Operating Officer of First Citizens
Bank in 2008. He served in these positions from 1994 until 2008, Mr Hyler was President of First Citizens Bank
from 1988 to 1994 and served as Chicf Financial Officer of First Citizens Bank from 1980 to 1988. Prior to joining
First Citizens Bank. Mr Hvyler was an auditor with Emst & Young for 10 vears. He has more than 37 vears of
experience ini the financial services industiv. Mr. Hyler's knowledge and expertise in financial sernvices and corporate
finance provide hum with the skills needed to assist the Board in its analysis and decision making regarding financial
matters as our utilities continue to move forward with the long-range projects and initiatives necessary to optimize
our balanced solution stratcgy for meeting our customers” future energy needs and complying with public policy
while creating long-term v alue in a challenging economy and changing business environment. Mr. Hyler has
served as a director of the Company since 2008, He is a member of the Board’s Finance Committee and the
Organization and Compensation Committee.

Other public directorships in past five vearsy:
First Citizens BancShares (August 1988 until January 2008)

WILLIAM D. JOHNSON. age 57. is Chairman. President and Clief Executive Officer of Progress
Energy. since October 2007 Mr Johnson is also Chairman of PEC and PEF. Mr. Johnson has served as Chairman of
the Company since July 2007 Mr Johnson previously served as President and Chief Operating Officer of Progress
Energy. from January 2003 to October 2007 In that role. Mr. Johnson oversaw the generation and delivery of
electricity by PEC and PEF. Mr Johnson has been with Progress Energy (formerly CP&L) in a number of roles
since 1992. including Group President for Energy Delivery. President and Chief Executive Officer for Progress
Energy Service Company. LL.C and General Counsel and Corporate Secretary for Progress Encrgy. Before joining
Progress Energy. Mr Johnson was a partner with the Raleigh. N.C.. law office of Hunton & Williams LLP. where
he specialized in the representation of utilities. Mr. Johnson has served in a variety of senior management positions
during his tenure with the Company. His background as a lawver representing utilities, coupled with his vears
of hands-on experience at the Company. provides him with a unique perspective and a keen understanding of
the opportunities and challenges facing the Company and our industry. Mr. Johnson'’s breadth of knowledge and
experience in addressing keyv operational. policy. legislative and strategic 1ssues. and his proven leadership skills
will be significant assets to the Company as it focuses on oplimizing its balanced solution strategy for meeting our
customers” future energy needs in the face of a challenging economy. and a changing regulatory and legislative
enviromment. Mr. Johnson is Chair of the Board’s Executive Committee.

ROBERT W. JONES. age 60. is the sole owner of Turtle Rock Group, LLC. founded in May 2009,
From 1974 until Mayv 2009. Mr. Jones held varions management positions at Morgan Stanleyv. a global provider of
financial services to companics. govermments and investors. He served as a Senior Advisor from 2006 until May
2009. and as Managing Director and Vice Chairman {rom 1997 until 2006. While at Morgan Stanlev. Mr. Jones
specialized in the utilitv industry for many vears before being named Vice Chairman. Turtle Rock Group. LLC is
a financial advisory consulting firm whose sole current client is Morgan Stanlev. During his career. Mr. Jones has
participated in many major international and domestic utility and project financing transactions. with a particular
focus on strategic advisory and capital-raising assignments. He has testified before numerous state public utility
commussions and has been a frequent speaker on regulatory and corporate governance issues. Mr. Jones's expertise
in financial senvices and his experience in the regulatory arena provide him with a unique perspective that will
be beneficial to the Company as it undertakes the long-range projects and initiatives necessary 1o optimize its
balanced solution strategy for meeting its customers’ future energy needs in a challenging economy and uncertain
regulatory eny ironment. Mr. Jones has served as a director of the Company since 2007, He is Chair of the
Board’s Finance Committee and a member of the Executive Committee, the Governance Committee and the
Organization and Compensation Committee.
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W. STEVEN JONES. age 39. is Dean (Emeritus) and Professor of Strategy and Organizational Behavior
at the Kenan-Flagler Business School at the University of Nerth Carolina at Chapel Hill. since 2008. He served
as Dean of the Kenan-Flagler Business School from August 2003 until August 2008, Prior to joining the Kenan-
Flagler Business School in 2003, Mr Jones had a 30-vear career in business. That career included serving as
Chief Executive Officer and Managing Director of Suncorp-Metway Lid.. which provides banking. msurance and
investing services in Brisbane, Queensland. Australia. He also worked for ANZ. one of Australia’s four major
banks. in various capacities for cight vears Mr Jones has international experience in deyeloping strategy. leading
change and building organizational capability in a variety of industries. His expertise in the financial services arena
continues to be beneficial as the Company undertakes the long-range projects and initiatives necessary o optimize
its balanced solution strategy for meeting its customers” future energy needs and complying with public policies
while creating long-term valuc in a challenging economy and changing business environment. Mr. Jones has served
as a direcior of the Company since 2005, He is & member of the Board’s Audit and Corporate Performance
Committee, the Nuclear Project Oversight Committee and the Operations and Nuclear Oversight Committee.

Other public directorships in past five vears:

Premiere Global Services. Inc. {2007 to present)

State Farm Mutual Automobile Insurance Co. (June 2010 to present)
Bank of America (April 2005 until April 2008)

MELQUIADES R. “MEL” MARTINEZ. age 64. 1s a Managing Director of JPMorgan Chase & Co..
since August 2010. Mr Martinez has had a distinguished career in both the public and private sectors. most recently
as partner in the law firm of DL A Piper in its Orlando. Florida office from September 2009 to July 2010 and as a
United States Senator from Florida from 2005 to 2009 While serving in the U.S. Senate. he addressed multiple
policy and legislative issues as a member of the following Senate committees: Armed Services: Banking. Housing
& Urban Affairs: Foreign Relations: Energy and Natural Resources; Commerce: and Special Committee on Aging.
Prior to his election. Mr. Martinez served as the Secretary of Housing and Urban Development from 2001 to 2004.
His extensive legal. policy and legisiative experience will be valuable to the Company as we address new laws
and regulations in areas such as environmental complance. renewable energy standards and energy policy. Prior
to representing the State of Florida in the U.S. Senate. Mr. Martinez served as Mayor of Orange County. Florida.
and as a board member of the Orlando Utilities Commission. He also spent over 25 vears in private legal practice.
conducting numerous trials in state and federal courts throughout Florida. As a resident and public servant of the
State of Florida. Mr. Mantinez brings to our Board a unique perspective and first-hand knowledge that continues (o
be beneficial as we address keyv regulatory issues in that state. Mr. Martinez’s diversified experience and background
are significant assets to our Company s Board Mr. Martinez has served as a director of the Company since
March 1, 2010, He is a member of the Operations and Nuclear Qversight Committee and the Organization
and Compensation Committee.

E. MARIE MCKEE. age 60. is President of the Corning Museum of Glass. since 1998, and served as Senior
Vice President of Corning Incorporated. a manufacturer of components for high-technology svstems for consumer
clectronics. mobile emissions controls. telecommunications and life sciences. from 1996 to 2010. Ms. McKee has
over 30 vears of experience at Corning. where she held a variety of positions with increasing levels of responsibility.
She initially served in various human resources manager positions including Human Resources Director for Corning’s
Electronics Division its Research & Development Division and its Centralized Engineering Division. While senving in
these positions. Ms. McKee gained significant experience in designing and implementing human resources strategies.
business processes and organizational change efforts. She then served in various management positions. inchuding
Division Vice President of Corporate Strategic Staffing. Vice President. Human Resources and Senior Vice President.
Human Resources and Corporate Diversity Officer. Ms McKee served as Chairman of Steuben Glass from 1998 until
the company was sold in 2008, During her tenure on the Board. Ms. McKee's business experience and perspective have
proven valuable to the Company as it has addressed \ arious operational and human resources issues. Ms McKee's
depth of experience has provided her with a thorough knowledge of employment and compensation practices and
strategies that enables her to assist the Organization and Compensation Committee and the Board in its analvsis and
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decision making regarding exccutive compensation. succession planning. diversity and other matters. Her experience
will continue o be beneficial 10 the Company as sharcholders. reguiators and legislators continue to focus on executive
compensation and corporate governance issues. Ms. McKee has served as a director of the Company and its
predecessors since 1999, She is Chair of the Board’s Organization and Compensation Committee and a member
of the Executive Committee, the Governance Committee, the Nuclear Project Oversight Committee and the
Operations and Nuclear Oversight Committee.

JOHN H. MULLIN, [11. age 69. is Chairman of Ridgeway Farm. LLC. a limited liabihity company
engaged in farming and timber management. since 1989. He is a former Managing Director of Dillon. Read & Co..
a former investment banking firm. Mr. Mullin was emploved by Dillon Read for approximately 20 vears. During
that time. he worked with a diversified mix of clients and was involved in a variety of corporate assignments.
including private and public offerings. and corporate restructurings. Since 1989, Mr. Mullin has managed the
diversified businesses of Ridgewav Farm. He has served on the boards of a number of other major publicly traded
companices, providing him with substantial experience in the areas of corporate strategy. oversight and governance
Mr. Mullin’s executive and board experience have enabled him to develop the skills needed to work effectively with
other directors. understand board processes and functions. and oversee management. Additionally. as a result of his
many vears of service on the Board, Mr. Mullin has developed a keen understanding of the Company s operations.
the key issues it faces and the Company’s strategy for addressing those issues as it carries out its responsibilities
to its shareholders and other stakeholders. He has effectively utilized his broad and extensive business experiences
and knowledge of the Company to provide leadership to the Company’'s Board as Lead Director. Mr. Mullin has
served as a director of the Company and its predecessors since 1999. He is Chair of the Board’s Governance
Committee and a member of the Executive Committee, the Finance Committee and the Organization and
Compensation Committee.

Other public directorships in past five years:
Sonoco Products Company (2002 to present)
Hess Corporation (2007 to present)

Liberty Corporation (1989 until 2006)
Putnam Funds — Trustee (1997 until 2006)

CHARLES W. PRYOR, JR.. age 66. is Chairman of Urenco USA Inc. (formerly Urenco Investiments.
Inc.). a global provider of services and technology to the nuclear generation industry worldwide. since Januar
2007. He served as President and Chief Executive Officer of Urenco Investments. Inc. from 2004 to 2006 Mr. Prvor
served as President and Chief Executive Officer of the Utilities Business Group of British Nuclear Fuels from 2002
10 2004. From 1997 to 2002. he served as President and Chief Executive Officer of Westinghouse Electric Co . a
supplier of nuclear fuel. nuclear services and advanced nuclear plant designs to utilities operaling nuclear power
plants. Mr. Pryvor’s former service as chief executive officer of a multi-billion dollar company provides him with
experience that enables him to understand the financial statements and financial affairs of the Company. He has
extensive experience in managing capital-intensive industries and skillfully addressing regulatory matters. strategic
planning and corporate development. Mr. Pryvor's knowledge and experience in engineering. power generation.
nuclear fuel and the utility industry will be tremendous assets to the Board in the vears ahead as our Company
executes its plan to improve the performance of its nuclear fleet and optimizes its balanced solution strategy for
meeting its customers” future energy needs and complying with public policies while creating long-term value ina
challenging economy and a changing business environment. Mr. Pryor has served as a director of the Company
since 2007. He is Chair of the Board’s Nuclear Project Oversight Committee and a member of the Audit and
Corporate Performance Committee and the Qperations and Nuclear Oversight Committee.

Other public direciorships in past five years:
DTE Energy Co. (1999 to present)
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CARLOS A. SALADRIGAS. age 62. is Chairman and Chief Exccutive Officer of Regis HRG. which
offers a {ull suite of outsourced human resources services to small and mid-sized businesses. He has served in
these positions since July 2008 Mr Saladrigas served as Vice Chairman. from 2007 to 2008 and Chairman. from
2002 1o 2007 of Premier American Bank in Miami. Florida. In 2002, Mr. Saladrngas retired as Chief Executive
Officer of ADP Total Source (previously the Vincam Group. Inc ). a Miami-based lwiman resources outsourcing
company that provides services to small and mid-sized businesses. Mr. Saladrigas has extensive expertise in both
the human resources and financial services arenas His accounting background provides him with an understanding
of the principles used to prepare the Compamy’s {inancial statements and enables him to effectively analvze those
financial statements. Mr Saladrigas is a resident of Florida and is familiar with the economic policy issues facing
that state. As a result of his vears of service on the Board. Mr. Saladrigas has gained institutional knowledge about
the Company and its operations. His unique perspective and business acumen will continue 1o be valuable assets
to the Board as the Company executes its plans to optimize its balanced solution strategy for meeting customer
needs and complying with public policies while creating long-term value in a challenging economy and a changing
business environment. Mr. Saladrigas has served as a director of the Company since 2001. He is a2 member of
ihe Board’s Audit and Corporate Performance Committee and the Finance Committee. Mr. Saladrigas is one
of the Board’s two designated Audit Committee Financial Experts.

Other public directorships in past five vears
Advance Auto Parts. Inc. (2003 to present)

THERESA M. STONE. age 66. has been Executive Vice President and Treasurer of the Massachusetts
Institute of Technology Corporation ("M.LT.”). since February 2007. In her role as Executive Vice President and
Treasurer. Ms. Stone is responsible for M.1.T. s capital programs. facilities. human resources and information
technology. and serves as M.1. T.’s Chief Financial Officer and Treasurer From November 2001 to March 2006.
Ms. Stone served as Executive Vice President and Chief Financial Officer of Jefferson-Pilot Financial (now Lincoln
Financial Group). Ms. Stone began her career as an investment banker. advising clients primarily in the financial
services mdustry on financial and strategic matters and has held senior financial executive officer positions at
various companies since that time. Ms. Stone’s knowledge and expertise in finance make her uniquely qualified
to understand and effectivelv analyze the Company’s financial statements. Her depth of experience in finance and
management provide her with the skills needed to assist the Board in its analyvsis and decision making regarding
financial matters as the Company undertakes the long-range projects and initiatives necessary 10 optimize its
balanced solution strategy for meeting its customers” future energy needs and complying with public policies while
creating long-term value in a challenging economy and a changing business enviromment. Ms. Stone has served
as a director of the Company since 2005, She is Chair of the Board’s Audit and Corporate Performance
Committee and a member of the Executive Committee, the Finance Committee and the Governance
Committee. Ms. Stone is one of the Board’s twe designated Audit Committee Financial Experts.

ALFRED C. TOLLISON, JR.. age 68. retired as Chairman and Chief Executive Officer of the Institute of
Nuclear Power Operations ("INPO™). a nuclear industry-sponsored nonprofit organization. in March 2006. He was
employved by INPO from 1987 until March 2006 During his tenure there. Mr. Tollison's responstbilities included
industry and governiment relations. communications. information svstems and administrative activities He also
served as the executive director of the National Academy for Nuclear Training. From 1970 until 1987. Mr Tollison
was emploved by PEC. where he served in a variety of management positions. including plant general manager
of the Brunswick Nuclear Plant and manager of nuclear training. His management expericnce as a chief executive
officer of a large nonprofit entitv in the energy industry. as well as lis in-depth knowledge of that industry. enables
him to bring a unique perspective to the Company's Board. Mr Tollison's track record and expertise in promoting
the safe and reliable operations of our nation’s nuclear generating plants will continue to be a significant asset to
our Board as the Company executes its plan for improving the performance of its nuclear fleet and optimizes its
balanced solution strategy for meeting the future energy needs of 1ts custoniers safelv. reliably and affordably Mr.
Tollison has served as a director of the Company since 2006. He is Vice Chair of the Board’s Nuclear Project
Oversight Committee and a member of the Audit and Corporate Performance Committee and the Gperations
and Nuclear Oversight Committee. Mr. Tollison also serves as the Nuclear Oversight Director.



Case No. 2011-124
Staff-DR-01-031 (b) attachment
(Progress Energy)
Page 17 of 96

ss Energy Proxy Statement

PRINCIPAL SHAREHOLDERS

The table below sets forth the only sharcholder we know to beneficially own more than 3 percent (3% of
the outstanding shares of our Common Stock as of December 31. 2010 We do not have any other class of voting
securities

Number of Shares Percentage of
Title of Class Name and Address of Beneficial Owner Beneficially Owned Class
Common Stock State Street Corporation 26.315.197 9.0

One Lincoln Street
Boston. MA 02111

IConsisis of shares of Common Stock held by State Street-Corporation--acting in-vanous {iduciary
capacities. State Street Corporation has sole power to vote with respect to 0 shares. sole dispositive power with
respect to 0 shares. shared power to vote with respect to 26.315,197 shares and shared power to dispose of
26.315.197 shares. State Street Corporation has disclaimed beneficial ownership of all shares of Common Stock.
(Based solely on information contained in a Schedule 13G filed by State Street Corporation on February 11. 2011.)

MANAGEMENT OWNERSHIP OF COMMON STOCK

The following table describes the beneficial ownership of our Common Stock as of February 28. 2011, of
(i) all current directors and nominees for director. (ii) cach executive officer named in the Summary Compensation
Table presented later in this Proxy Statememt. and (iii) all directors and nominees for director and executive officers
as a group. As of February 28. 2011, none of the individuals or the group in the above categories owned one percent
(1%) or more of our voting securities. Unless otherwise noted. all shares of Common Stock set forth in the table are
beneficially owned. directly or indirectly. with sole voting and investment power. by such shareholder.

Number of Shares
of Common Stock

Beneficially

Name Owned?
John D. Baker Il 7.450
James E. Bostic. Jr 8.569!
Harris E. DeLoach. Jr 5.000
James B. Hyler. Jr. 1.000
William D Johnson 204 .278°
Robert W Jones 1.000
W._Steven Jones 1.000
Jeffrey J. Lvash 24.930°
Melquiades R. "Mel™ Martinez 500
John R McArthur 66.718°
E. Maric McKee 3.000!
Mark F. Mulhern 50.874
John H. Mullin. HI 10.000!
Charles W. Prvor. Jr 1.042
Carlos A. Saladrigas 7.000!
Theresa M. Stone 1.000
Alfred C Tollison. Jr 1.000
Llovd M Yates 48.784-
Shares of Common Stock beneficially owned by all directors and executive

officers of the Company as a group (24 persons) 614.533°
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! Includes shares of our Common Stock such director has the riglit to acquire benelicial ewnership of within 60 davs
through the exercise of certain stock options. as follows

Birector Stock Options
James E. Bostic, Jr. 4.000
E. Marie McKee 2.000
John H. Mullin. 111 6,000
Carlos A. Saladrigas 6,000

*Includes shares of Restricted Stock currenth held. and shares of our Common Stock such officer has the right to
acquire benelicial ownership of within 60 days through the exercise of certain stock options. as follows

Officer Restricted Stock | Stock Options
William D. Johnson 3.534 o
Jeflrey J. Lvash 1.367 o
John R. McArthur 1.667 —
Mark IF. Mulhern 1.167 7.000
Llovd M, Yates 1.367 —

*Includes shares each group member (shares in the aggregate) has the right to acquire beneficial ownership of within 60
davs through the exercise of certain stock options

Ownership of Units Representing Common Stock

The table below shows ownership of units representing our Common Stock under the Non-Emplovee
Director Deferred Compensation Plan and units under the Non-Emplovee Director Stock Unit Plan as of February
28.2011. A unit of Common Stock does not represent an equity interest in the Company. and possesses no voling
rights. but is equal in economic value at all times to one share of Common Stock.

Directors’ Deferred Non-Employee Director
Director Compensation Plan Stock Unit Plan

John D. Baker Il 3.884 2,971
James E. Bostic, Jr. 13.594 11,999
Harnis E. Del.oach, Ir. 13.632 7.734
James B. Hvler, Jr. 2.305 4,665
Robert W. Jones 10,436 6,198
W. Steven Jones 15.111 9.357
Melquiades R. “Mel” Marlinez 1,363 395
E. Marie McKee 31.748 15,026
John H. Mullin, II] 21.494 13,552
Charles W. Prvor, Ir. 3.017 6.198
Carlos A. Saladrigas 8. 148 13.053
Theresa M. Stone 12.015 9,357
Alfred C. Tellison, Jr. 15.186 7.734

The table below shows ownership as of February 28. 2011, of (1) performance units under the Long-Term
Compensation Program: (ii) performance units recorded to reflect awards deferred under the Management Incentive
Compensation Plan ("MICP™). (iii) performance shares awarded under the Performance Share Sub-Plan of the 1997.
2002 and 2007 Equity Incentive Plans ("PSSP”) (see “Outstanding Equity Awards at Fiscal Year-End Table™ on page
53). (iv) units recorded to reflect awards deferred under the PSSP: (v) replacement units representing the value of
our contributions to the 401(k) Savings & Stock Ownership Plan that would have been made but for the deferral of
salanv under the Management Deferred Compensation Plan and contribution limitations under Section 415 of the
Internal Revenue Code of 1986. as amended: and (vi) Restricted Stock Units ¢ "'RSUs ) awarded under the 2002 and
2007 Equity Incentive Plans
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Long-Term
Compensation pSsp

Officer Program MICP PSSP Deferred | MDCOP
William D. Jolnson — 18121 122514 — 1 1.12]
Jeffrev J. Lvash — — | 28446 — 1 3726
John R. McArthur — — 1 30.663 — —
Mark F. Muthem o 1.808 23611 91l - 14338
Llovd M. Yates — 28291 28129 6,749 168] 16.087

CHANGES IN CONTROL

On January 8. 201 1. Duke Energy Corporation ("Duke Energy™) and Progress Encrgy cntered into a Merger
Agreement, pursuant to which Progress Energy will be acquired by Duke Energy in a stock-for-stock transaction

and continue as a wholly owned subsidiary of Duke Energy (the “Proposed Merger”). Both companies” boards of
directors have unanimously approved the Merger Agreement. However. consummation of the Proposed Merger

is subject to customary conditions. including. among other things. approval of the sharcholders of each company.
expiration or termination of the applicable Hart-Scott-Rodino Act waiting period, and receipt of approval. to the
extent required. from the Federal Energy Regulatory Commission. the Federal Communications Commission.

the Nuclear Regulatory Commission. the North Carolina Utlities Commission. the Kentucky Public Service
Commission. the South Carolina Public Service Commission. the Florida Public Service Commission. the Indiana
Utility Regulatory Cominission. and the Ohio Public Utilities Commission.

TRANSACTIONS WITH RELATED PERSONS

There were no transactions in 2010. and there are no currently proposed transactions involving more than
$120.000. in which the Company or any of its subsidiaries was or is to be a participant and in which any of the
Company s directors, executive officers. nominees for director or any of their immediate family members had a
direct or indirect material interest.

Our Board of Directors has adopted policies and procedures for the review. approval or ratification
of Related Person Transactions under Item 404(a) of Regulation S-K (the “Policy™). which is attached to this
Proxy Statement as Exhibit A. The Board has determined that the Governance Committee is best suited to review
and approve Related Person Transactions because the Governance Committee oversees the Board of Directors”
assessment of our directors” independence. The Governance Committee will review and may recommend to the
Board amendments (o this Policy from time to time.

For the purposes of the Policy. a “"Related Person Transaction™ is a transaction. arrangement or relationship.
including anv indebtedness or guarantee of indebtedness (or any series of similar transactions. arrangements or
relationships). in which we (including any of our subsidianes) were. are or will be a participant and the amount
involved exceeds $120.000. and in which any Related Person had. has or will have a direct or indirect material
interest. The term “Related Person™ is defined under the Policy to include our directors. executis e officers. nominces
1o become directors and any of their immediate family members

Our general policy is to avoid Related Person Transactions. Nevertheless. we recognize that there are
situations where Related Person Transactions might be in. or might not be inconsistent with. our best interests
and those of our sharcholders. These situations could include (but are not limited to) situations where we might
obtain products or services of a nature. quantity or quality. or on other terms. that are not readily available from
alternative sources or when we provide products or services (o Related Persons on an arm's length basis on terms
comparable to those provided to unrelated third parties or on terms comparable to those provided to cmployees
generally In determining whether to approve or disapproye each Related Person Transaction. the Governance
Conunitlee considers various factors. including (1) the identity of the Related Person. (ii) the nature of the Related
Person’s interest in the particular transaction: (i) the approximate dollar amount imvolved in the transaction: (iv) the
approximate dollar value of the Related Person’s interest in the transaction: (v) whether the Related Person's interest
in the transaction conflicts with his obligations to the Company and its shareholders: (vi) whether the transaction
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will provide the Related Person with an unfair advantage in his dealings with the Company. and (vil) whether the
transaction will affect the Related Person’s ability to act i1 the best interests of the Company and its shareholders
The Governance Committee will only approy e those Related Person Transactions that are in. or arc not inconsistent
with. the best interests of the Company and its shareholders

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securitics Exchange Act of 1934 requires our directors and executive officers to file
reports of their holdings and transactions 1n our securities with the SEC and the NYSE. Based on our records and
other information. we believe that all Section 16(a) filing requirements applicable to our directors and executive
officers with respect to the Company s 2010 fiscal vear were met. except as previously disclosed in our 2010 Annual
Meeting Proxy Statement. dated March 31. 2010. as filed with the SEC,

CORPORATE GOVERNANCE GUIDELINES AND CODE OF ETHICS

The Board of Directors operates pursuant to an established set of written Corporate Governance Guidelines
(the “Governance Guidelines™) that set forth our corporate governance philosophy and the governance policies
and practices we have implemented in support of that philosophy. The three core governance principles the Board
embraces are integrity. accountability and independence

The Governance Guidelines describe Board membership criteria, the Board selection and orientation
process and Board leadership. The Governance Guidelines require that a minimum of 80 percent of the Board’s
members be independent and that the membership of each Board committee. except the Executive Committee.
consist solely of independent directors. Directors who are not full-time emplovees of the Company nst retire
from the Board at age 73. Directors whose job responsibilities or other factors relating to their selection to the
Board change materially after their election are required to submit a letter of resignation to the Board. The Board
will have an opportunity to review the continued appropriateness of the individual’s Board membership under
these circumstances. and the Governance Committee will make the initial recommendation as to the individual's
continued Board membership The Governance Guidelines also describe the stock ownership guidelines that are
applicable to Board members and prohibit compensation to Board members other than directors’ fees and retainers.

The Governance Guidelines provide that the Organization and Compensation Cominittee of the Board
will evaluate the performance of the Chief Executive Officer on an annual basis. using objective criteria, and
will communicate the results of its evaluation to the full Board. The Governance Guidelines also provide that the
Governance Committee is responsible for conducting an annual assessment of the performance and effectiveness of
the Board. and its standing committces. and reporting the results of each assessment to the full Board annually

The Governance Guidelines provide that Board members have complete access to our management and
can retain. at our expense. independent advisors or consultants to assist the Board in fulfilling its responsibilities.
as it deems necessary. The Governance Guidelines also state that it is the Board's policy that the nonmanagement
directors meet in executive session on a regularly scheduled basis. Those sessions are chaired by the Lead Director.
John H. Mullin. I11. who is also Chair of the Governance Committee. He can be contacted by writing to John
H. Mullin. 1. Lead Director. Progress Energy. Inc. Board of Directors. c/o John R. McArthur. Executive Vice
President. General Counsel and Corporate Secretary. PO Box 1531, Raleigh. North Carolina 27602-1351. We
screen mail addressed to Mr. Mullin for security purposes and to ensure that it relates to discrete business matters
relevant to the Company. Mail addressed 1o Mr. Mullin that satisfies these screening criteria will be forwarded
to him

In keeping with the Board s commitment to sound corporate governance. we have adopted a comprehensive
written Code of Ethics that incorporates an effective reporting and enforcement mechanmism. The Code of Ethics
is applicable to all of our emplovees. including our Chief Executive Officer. our Chief Financial Officer and our
Controller The Board has adopted the Company’'s Code of Etlucs as its own standard. Board members. our officers
and our emplovees certifv their compliance with our Code of Ethics on an annual basis.
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Our Governance Guidelines and Code of Ethics are posted on our Internet website and can be accessed at
WAL pFogress-energy com investor

DIRECTOR INDEPENDENCE

The Board of Directors has determined that the following current members of the Board are independent. as
that term is defined under the general independence standards contained in the listing standards of the NYSE-

John D. Baker I E. Marie McKee
James E. Bostic. Jr John H. Mullin. 111
Harris E. DeLoach. Jr Charles W. Pryvor. Jr
James B. Hvler. Jr. Carlos A. Saladrigas
Robert W. Jones Theresa M. Stone

W. Steven Jones Alfred C. Tollison. Ir

Melquiades R. "Mel™ Martinez

In addition to considering the NYSE's general independence standards. the Board has adopted categorical
standards to assist it in making determinations of independence. The Board's categorical independence standards are
outlined in our Governance Guidelines. The Governance Guidelines are available on our Internet website and can be
accessed at wiww.progress-energv.com investor. All directors and director nominees identified as independent in this
Proxy Statement meet these categorical standards

In determining that the individuals named above are or were independent directors, the Governance
Commiltee considered their involvement in various ordinary course conunercial transactions and relationships
during 2010 as described below

*  Messrs. Del.oach and Mullin and Ms. McKee served as officers and/or directors of companies that
have been among the purchasers of the largest amounts of electric energy sold by PEC during the last
three preceding calendar years. These transactions involve the rendering of services by a public utility
at rates fixed in conformity with governmental authorities

«  Messrs. Baker. Hvler. W. Steven Jones and Saladrigas served as directors of companies that purchase
electric energy from PEC. and Messrs. Baker. W. Steven Jones, Mullin and Saladrigas served as
directors of companies that purchase electric energy from PEF. These transactions involve the
rendering of services by public utilities at rates fixed in conformity with governmental authorities.

»  Mr Baker currently serves as a director of Wells Fargo & Company and is a former director of
Wachovia Corporation. Both of these entities have been pant of our core bank group and have provided
a variety of banking and investment services to us during the past several vears,

« Mr W. Steven Jones serves as a director of a communications technology company that provided
services 10 us in 2010,

+ Mr Martinez 1s a Managing Director of JPMorgan Chase & Co.. which has provided a variety of
investment banking services to us during the past several vears

«  Mr Prvoris a director of a company that has affiliates that provide uranium enrichment services (o
PEC and PEF

«  Mr Tollison is a former emplovee of PEC and thus receives a modest pension {rom us
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All of the described transactions s ere ordinary course commercial transactions conducted at arm's length
and in compliance with the NYSE's standards {or dircctor independence. In addition. the Governance Committee
considers the relationships our directors have with tax-exempt orgamzations that receive contributions from the
Company. The Governance Commiittce censidered each of these transactions and relationships and determined
that none of them was material or affected the independence of the directors involved under either the general
independence standards contained in the NYSE's listing standards or our catcgorical independence standards.

BOARD, BOARD COMMITTEE AND ANNUAL MEETINGATTENDANCE

The Board of Directors is currently comprised of fourteen (14) members. The Board of Directors met 10
times in 2010. Average attendance of the direciors at the mectings of the Board and its committees held during 2010
was 96 percent. and no director attended less than 87 percent of all Board and his/her respective committee meetings
held in 2010

Our Company expects all directors to attend its annual meetings of shareholders. Such attendance is
monitored by the Governance Comumittee. All directors who were serving as directors as of May 12. 2010, the date
of the 2010 Annual Meeting of Sharcholders. attended that meeting,

BOARD COMMITTEES

The Board of Directors appoints from its members an Executive Committee, an Audit and Corporate
Performance Conunittee, a Governance Comumittee. a Finance Conunitice. a Nuclear Project Oversight
Committee. an Operations and Nuclear Oversight Committee. and an Organization and Compensation
Committee. The charters of all committees of the Board are posted on our Internet website and can be accessed at
wrw. progress-energv.com investor. The current membership and functions of the standing Board committees are
discussed below.

Executive Committee

The Executive Committee is presently composed of one director who is an officer and five nonmanagement
directors: Messrs. William D. Johnson—Chair. Harris E. Del.oach. Jr.. Robert W. Jones. and John H. Mullin, 111
Ms. E. Marie McKee. and Ms. Theresa M. Stone. The authority and responsibilities of the Executive Committee
are described in our By-Laws. Generally. the Executive Committee will review routine matters that arise between
meetings of the full Board and require action by the Board. The Executive Comnuttee did not meet in 2010.

Audit and Corporate Performance Committee

The Audit and Corporate Performance Committee (the ~Audit Committee™) is presently composed of
the following six nonmanagement directors: Ms. Theresa M. Stone—Chair. and Messrs James E. Bostic. Jr. W.
Steven Jones. Charles W Prvor. Jr. Carlos A. Saladnigas. and Alfred C. Tolhson. Jr All members of the commitiee
are independent as that term is defined under the enhanced independence standards for audit committee members
contained in the Securities Exchange Act of 1934 and the related rules. as amended. as incorporated into the
listing standards of the NYSE. Mr. Saladrigas and Ms. Stone hay e been designated by the Board as the ~Audit
Conunitice Financial Experts.” as that termn is defined in the SEC’s rules. The work of the Audit Committce
includes oversight responsibilities relating 1o the integrity of our financial statements. compliance with legal and
regulatory requirements. the qualifications and independence of our independent registered public accounting
firm. performance of the internal audit function and of the independent registered public accounting {irm. and the
Corporate Ethics Program. The role of the Audit Conunittee is further discussed under "Report of the Audit and
Corporate Performance Committee” below. The Audit Comnutice held seven meetings in 2010
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Corporate Governance Committee

The Governance Comumittee s presently composed of the following five nonmanagement directors
Messrs. John H. Mullin. III—Chair/Lead Directeor. Harms E. Deloach. Jr. and Robert W. Jones. Ms. E. Marie
McKee. and Ms. Theresa M. Stone. All members of the Goy ernance Commniittec are independent as that term
is defined under the general independence standards contained in the NYSE listing standards. The Governance
Committee 1s responsible for making recommendations to the Board with respect to the govemance of the Company
and the Board. lts responsibilities include recommending amendments to our Charter and By-Laws. making
reconmumendations regarding the structure. charter. practices and policies of the Board. ensuring that processes are in
place for annual Chiefl Executive Officer performance appraisal and review of succession planning and management
development: recommending a process for the annual assessment of Board performance: recommending criteria for
Board membership: and reviewing the qualifications of and recominending to the Board nominees for election. The
Governance Committee is responsible for conducting investigations into or studies of matters within the scope of its
responsibilities and for retaining outside advisors to identify director candidates. The Governance Committee will
consider qualified candidates for director nominated by shareholders at an annual meeting of sharcholders. provided.
however. that written notice of anv shareholder nominations must be received by the Corporate Secretary of the
Company no later than the close of business on the 120" calendar dayv before the date our Proxy Statement was
released to shareholders in connection with the previous vear’s annual meeting. See “Future Shareholder Proposals”™
below for more information regarding shareholder nominations of directors. The Governance Committee held 10
meetings in 2010

Finance Committee

The Finance Committee is presently composed of the following six nonmanagement directors: Messrs.
Robert W. Jones—<Chair. John D. Baker 1I. James B. Hvler. Jr. John H. Mullin. 11]. and Carlos A. Saladrigas. and
Ms. Theresa M. Stone. The Finance Committee reviews and oversecs our financial policies and planning. financial
position. strategic planning and investments. pension funds and financing plans. The Finance Committee also
monitors our risk management activities and financial position and recommends changes (o our dividend policy and
proposed budget. The Finance Committee held four meetings in 2010.

Nuclear Project Oversight Committee (ad hoc)

The Nuclear Project Oversight Committee is presently composed of the following six nonmanagement
directors: Messrs. Charles W. Pryor. Jr—Chair. Alfred C. Tollison. Jr—Vice Chair. James E. Bostic. Jr.
Harris E. DelLoach. Jr, and W. Steven Jones. and Ms. E. Marie McKee. The ad hoc Nuclear Project Oversight
Committee serves as the primary point of contact for Board oversight of the construction of new nuclear projects.
and advises the Board of construction status. including schedule. cost and legal. legislative and regulatory activities
The Nuclear Project Oversight Commuttee did not meet in 2010

Operations and Nuclear Oversight Committee

The Operations and Nuclear Oversight Comnittee is presently composed of the following seven
nonmanagement directors: Messrs, Harris E. Del.oach. Jr—Chair. James E. Bostic. Jr.. W. Steven Jones. Melquiades
R. "Mel” Marntinez. Charles W. Prvor. Jr. and Alfred C. Tollison. Jr.. and Ms. E. Maric McKee. The Operations and
Nuclear Oversight Commuttee reviews our load forecasts and plans for generation. transnussion and distribution.
fuel procurement and transportation. customer service. energy trading and term marketing. and other Compam
operations. The Operations and Nuclear Oversight Commitice reviews and assesses our policies, procedures. and
practices relative to the protection of the environment and the health and safety of our employees. customers.
contractors and the public. The Operations and Nuclear Oversight Commitiee advises the Board and makes
recoimmnendations for the Board's consideration regarding operational. environmental and safety -related issues. The
Operations and Nuclear Oversight Committee held six meetings in 2010
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Organization and Compensation Committee

The Organization and Compensation Cominitiee (the ~“Compensation Commiitee”) is presently composed
of the following seven nommanagement directors: Ms. E Marie McKee—Chair. and Messrs John D. Baker 1.
Harris E. Del.oach. Jr. James B. Hvler. Jr. Rebert W. Jones. Melquiades R. "Mel” Martinez. and John H. Mullin.
1T All members of the Compensation Commitiee are independent as that term 1s defined under the general
independence standards contained in the NYSE listing standards. The Compensation Committee verifies that
personnel policies and procedures are in keeping with all governmental rules and regulations and are designed 1o
attract and retain competent. talented emplovees and develop the potential of these employees. The Compensation
Committee reviews all executive development plans. makes executive compensation decisions. evaleates the
performance of the Chief Executive Officer and oversees plans for management succession.

The Compensation Commitiee may hire outside consultants. and the Compensation Committee has
no limitations on its ability to select and retain consultants as it deems necessary or appropriate. Annually. the
Compensation Committee evaluates the performance of its compensation consuliant to assess its effectiveness in
assisting the Committee with implementing the Company ‘s compensation program and principles. For 2010. the
Compensation Conunittee retained Meridian Compensation Partners. LLC ("Meridian’) as its executive compensation
and benefits consultant to assist the Compensation Commitiee in meeting its compensation objectives for our
Company. Under the terms of its engagement. in 2010. Mendian reported directly to the Compensation Comunittee

The Compensation Committee relies on its compensation consultant to advise it on various matters relating
to our execulive compensation and benefits program. These services include:

+  Advising the Compensation Commitiee on general trends in executive compensation and benefits:

»  Summarizing developments relaiing to disclosure. risk assessment process and other technical areas:
«  Performing benchimarking and competitive assessments.

< Assisting in designing incentive plans:

+  Performing financial analvsis related to plan design and assisting the Compensation Committee in
making payv decisions in light of results. and

+  Recommending appropriate performance metrics and financial targets

The Compensation Committee has adopted a policy for Pre-Approval of Compensation Consultant Services
(the “Policy™). Pursuant to the Policy. the compensation consultant may not provide any services or products to the
Company without the express prior approval of the Compensation Committee. The compensation consultant did not
provide anv services or products to the Company other than those that are provided to the Committee and that are
related to the Comipany’'s executive compensation and benefits program.

The Compensation Committee’s chair or the chairman of our Board of Directors may call meetings.
other than previously scheduled meetings. as needed The Compensation Committee may form subcommittees
for anyv purpose that the Compensation Conunitiee deens appropriate and mayv delegate to such subcommitiees
such power and authority as the Compensation Committee deems appropriate. Appropriate executive officers of
the Company ensure that the Compensation Committee receives administrative support and assistance. and make
reconunendations to the Committee to ensure that compensation plans are aligned with our business strategy
and compensation philosophy. John R. McArthur. our Executive Vice President. General Counsel and Corporate
Secretary. serves as management s Haison to the Compensation Committee. Wiiliam D. Johnson. our Chief
Executive Officer is responsible for conducting annual performance evaluations of the other executive officers and
making recomumendations to the Compensation Committee regarding those executives’ compensation

The Compensation Conunittec held eight meetings in 2010
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Compensation Committee Interlocks and Insider Participation

Normne of the directors who served as members of the Compensation Committee during 2010 was our
cmplovee or former emplovee and none of them had any relationship requiring disclosure under ltem 404 of
Regulation S-K. During 2010. none of our executive officers served on the compensation committee (or equivalent).
or the board of directors of another entity whose executive officer(s) served on our Compensation Committee or
Board of Directors

DIRECTOR NOMINATING PROCESS AND COMMUNICATIONS
WITH BOARD OF DIRECTORS

Governance Committee

The Governance Committee performs the functions of a nominating committee. The Governance
Comumittee’s Charter describes its responsibilities. including recommending criteria for membership on the Board.
reviewing qualifications of candidates and recommending to the Board nominees for election to the Board. As noted
above. the Governance Guidelines contain information concerning the Committee’s responsibilities with respect
to reviewing with the Board on an annual basis the qualification standards for Board membership and identifving,
screening and recommending potential directors to the Board. All members of the Governance Commitiee are
independent as defined under the general independence standards of the NYSE's listing standards. Additionally. the
Governance Guidelines require that all members of the Governance Committee be independent.

Director Candidate Recommendations and Nominations by Shareholders

Shareholders should submit any director candidate recommendations in writing in accordance with
the method described under “Communications with the Board of Directors™ below. Any director candidate
recommendation that is submitted by one of our shareholders to the Governance Committee will be acknowledged.
in writing. by the Corporate Secretary. The recommendation will be promptly forwarded to the Chair of the
Governance Committee. who will place consideration of the recommendation on the agenda for the Governance
Committee’s regular December meeting. The Governance Commuttee will discuss candidates recommended by
sharcholders at its December meeting and present information regarding such candidates. along with the Governance
Committee's recommendation regarding each candidate. to the full Board for consideration. The full Board will
determine whether it will nominate a particular candidate for election to the Board

Additionally. in accordance with Section 11 of our By-Laws. anv sharcholder of record entitled to vote for
the election of directors at the applicable meeting of sharcholders mav nominate persons for election to the Board of
Directors if that shareholder complies with the notice procedure set forth in the By-Laws and summarized in “Future
Sharcholder Proposals™ below

Governance Committee Process for Identifying and Evaluating Director Candidates

The Governance Committee evaluates all director candidates. mcluding those nominated or recommended
by shareholders. in accordance with the Board's qualification standards. which are described in the Governance
Guidelines The Committee evaluates each candidate’s qualifications and assesses them against the perceived needs
of the Board Qualification standards for all Board members include: integrity: sound judgment. independence
as defined under the general independence standards contained in the NYSE listing standards and the categorical
standards adopted by the Board: financial acumen: strategic thinking: ability to work effectively as a team member:
demonstrated leadership and excellence in a chosen field of endeavor: experience in a field of business: professional
or other activities that bear a relationship to our mission and operations: appreciation of the business and social
environment in which we operate: an understanding of our responsibilities to sharcholders. emplovees. customers
and the conumunities we serve: and service on other boards of directors that would not detract from service on
our Board
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Although the Company does not have an official policy regarding the consideration of diversity in
identifving director nominees. diversity is among the factors that are considered in selecting Board nominees. The
Company values diversity among its Board members and seeks to create a Board that reflects the demographics
of the areas we serve. and includes a complementary mix of individuals with diverse backgrounds. viewpoints.
professional experiences. education and skills that reflect the broad set of challenges the Board confronts

Communications with the Board of Directors

The Board has approved a process for shareholders and other interested parties to send communications
to the Board. That process provides that shareholders and other interested parties can send communications to the
Board and. if applicable. to the Governance Commutiee or to specified individual directors. including the Lead
Director. in writing c/0 John R. McArthur. Executive Vice President. General Counsel and Corporate Secretary.
Progress Energy. Inc.. PO. Box 1551. Raleigh. North Carolina 27602-1551

We screen mail addressed to the Board. the Governance Committee or any specified individual director for
security purposes and to ensure that the mail relates to discrete business matters relevant to the Company. Mail that
satisfies these screening criteria is forwarded to the appropriate director

BOARD LEADERSHIP STRUCTURE AND ROLE IN RISK OVERSIGHT

Board Leadership Structure

Our Governance Guidelines allow the Board to select a Chairman based on the needs of the Company at
the time. The Board may appoint the Chiel Executive Officer or it mayv choose another director for the Chairman
position. Thus. the Board has the authority to separate the Chairman and Chief Executive Officer positions if it
chooses to do so. but it is not required to do so.

Currently. the Board believes that the Company s interests are best served by having the Chief Executive
Officer also serve as Chairman because it allows the Board to most effectively and directly leverage the Chief
Executive Officer’s dav-to-dayv familiarity with the Company’s operations. This is particularly beneficial for the
Board at this time given the rapidiv evolving nature of the energy industry and the complexity of the projects being
considered by the Company, including the construction of new nuclear facilities.

Our Governance Guidelines provide that if the Chiel Executive Officer currently holds the position of
Chairman. then the full Board shall appoint an independent director to serve as Chair of the Governance Commitiee
and Lead Director of the Board. The clearly delineated and comprehensive duties of the Lead Director include
presiding over all meetings of the Board at which the Chairman is not present. including executive sessions
and other meetings of the non-management and independent directors and serving as liaison and facilitating
communication between the independent directors and the Chairman. The Lead Director also provides input to the
Chairman and CEO with respect to information sent to the Board and the agendas and schedules for Board and
commitiee meetings. Anv independent director. including the Lead Director. has the authority to call meetings of the
independent directors If requested by major shareholders. the Lead Director 1s available for consultation and direct
communication. In addition. the Lead Director serves as a mentor and advisor to the Chairman and Chief Executive
Officer and assures that the Chairman and Chief Executive Officer understands the Board's views on critical
matters. Pursuant to the Governance Guidelines. Mr. Mullin. an independent director and Chair of the Governance
Committee. has served as Lead Director of the Board since 2004

In our view. our current leadership structure has fostered sound corporate governance practices and strong
independent Board leadership that have benefitted the Company and 1ts shareholders
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Board Role in Risk Oversight

We have cstablished a framework that supports the risk management activities that occur across Progress
Energy. The framevork establishes processes for identifving. measuring. managing and monitoring rnisk across the
Company and its subsidiaries We also maintain an ongoing oversight structure that details risk tvpes and the internal
organizations and Board Comumnittees that have oversight and governance responsibility for each nisk type. Our Chief
Executive Officer and Senior Management have responsibility for assessing and managing the Company 's exposure
to risk. In this regard. we have cstablished a Risk Management Committee. comprised of various senior executives.
that provides guidance and dircction in the identification and management of financial risks. The Board is not
involved in the Company s dav-to-day risk management activities: however. the Board and its various Committees
are involved in differcnt aspects of overseeing those activities.

The risks associated with our strategic plan are discussed annually with the Board of Directors. Because
overseeing risk is an ongoing process and inherent in the Company s strategic decisions. the Board also discusses
risk throughout the vear at other meetings in relation 1o specific proposed actions

The Audit and Corporate Performance Committee is responsible for ensuring that appropriate risk
management guidelines and controls are in place and reviews the oversight structure for managing risk. The Audit
and Corporate Performance Committee reviews and discusses with management the Company s guidelines and
policies governing risk assessment and risk management The Audit and Corporate Performance Comumitiee is also
responsible for oversight of the risks associated with financial reporting and the Company s compliance with legal
and rcgulatory requirements

The Finance Commitiee is responsible for the oversight of the Risk Management Committee Policy and
Guidelines. It oversees the financial nisks associated with guarantees. risk capital. corporate financing activities and
debt structure. The Finance Committee ensures that dollar amounts and limits are managed within the established
framework The Finance Commitiee reports to the full Board at least once a quarter.

The Operations and Nuclear Oversight Committee is charged with oversight of risks related to operations.
major capital projects and environmental. health and safety issues.

The Organization and Compensation Commitiee is responsible for the oversight of risks that can result
from personnel issues and misaligmment between compensation and performance plans and the interests of the
Company s sharcholders

Our risk management structure is designed to enable the Board to stay informed about and understand
the kev risks facing the Company. how those risks relate to the Company’s business and strategy. and the steps the
Company is taking to manage those risks
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COMPENSATION DISCUSSION AND ANALYSIS
EXECUTIVE SUMMARY

We are an integrated electric utility primarily engaged in the regulated utihty business. Our executive
compensation philosophy is designed to provide competitive compensation consistent with kev principles that we
believe are critical to our long-term success

We arc committed to providing an exccutive compensation program that supports the following goals
and philosophies’

+  Aligning our management leam's interests with shareholders” expectations of earnings per share
growth and a competitive dividend vield:

+  Effectively compensating our management team for actual performance over the short and long term:

«  Rewarding operating performance results that are sustainable and consistent with reliable and efficient
electric service:

»  Aftracting and retaining an experienced and effective management team:

«  Motivating and rewarding our management team to produce growth and performance for our
shareholders that are sustainable and consistent with prudent risk-taking and based on sound corporate
governance praclices: and

«  Providing market competitive levels of target (i.c.. opportunity) compensation.
Highlights of the 2010 executive compensation program are:

*  As the chart below indicates. the Company delivered total shareholder return for 2010 and annualized
total sharcholder return for the three-vears ending December 31. 2010 that were between the median
of the total sharcholder returns of the Company s Benchmarking and PSSP Peer Group as defined on
pages 27 and 34. respectively.

Relative Total Shareholder Return:
Progress Energy vs. Median of Benchmarking and PSSP Peer Groups
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Our chief executive officer’s (CEQ) total compensation. as shown in the “Sumimary Compensation
Table” on page 47 of this Proxy Statement is largely flat since 2008 (+0.6%) (the first full year he was
in the position) and decreased 3.5% from the amount of total compensation he received in 2009

Met our commitiment to our customers to proside safe. reliable and competitively priced electric service

The Company reporied ongoing earnings for 2010 of $889 million. or $3 06 per share. compared to
$846 million. or $3 03 per share in 2009

Our named cxecutive officers’ (NEOs) target (i e.. opportunity) total compensation levels were
approximately 25% below the 50* percentile of our benchmarking peer group as defined below in the
Competitive Benchmarking section on page 27

We continue to provide only minimal executive perquisites (only those prevalent in the marketplace
and that are conducive to promoting our desired business outcomes). No tax gross-ups were made on
any perquisites.

All of our NEOs currently meet or exceed the Company s market competitive executive stock
ownership guidelines (as shown below in the table on page 28).

Payments under the Management Incentive Compensation Plan ("MICP™) and the Performance Share
Sub-Plan (“PSSP”) are based on the achievement of multiple performance factors that we believe drive
shareholder value

We continue to strongly believe in a pay-for-performance culture. The charts below illustrate the
percentage of performance-based compensation for our CEO and our NEOs.

CEO Mix of Target Compensation

Percent of target
compensation that : :
is at risk = 80% =

Annual
Incentive
17%
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NEO (Excluding CEO) Mix of Target Compensation

Percent of target
compensation that ;

is at risk = 68% Long-term
Incentive

50%

Annual
Incentive
j 18%

»  The Organization and Compensation Committee of the Company s Board of Directors (in this
Compensation Discussion and Analysis section. the “Committee”) made a number of its decisions in
consideration of the challenging economic enviromment such as:

» no increases to the CEQO’s and other NEOs' base salaries other than one market-based
adjustment. and

« a 20% reduction in the annual grant of restricted stock units (RSUs)

«  The Company will adopt a compensation recoupment policy that will. at a mimmum. comply with the
final rules issued under the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-
Frank Act™). Pursuant to the Dodd-Frank Act, in the event the Company is required to prepare an
accounting restatement due to material non-compliance with financial reporting requirements under the
U S. securities laws. the Company would be required to recover compensation regardless of whether
the executive officers covered by the recoupment policy engaged in misconduct or otherwise caused or
contributed to the requirement for restatement.

»  QOur CEO has agreed that if he is involuntarily terminated without “cause” or resigns for “good reason”
on or prior to the second anniversary of the completion of the proposed merger with Duke Encrgy
Corporation. he will not receive a tax gross-up for any of his excise tax obligation (as disclosed below
on page 38)

For 2010. the Company s NEOs were
o William D. Johnson. Chairman. President and Chief Executive Officer.
+  Mark F. Mulhern. Semor Vice President and Chief Financial Officer:

«  Jeffrev J. Lvash. Executive Vice President - Energy Supphy (formerly Executive Vice President -
Corporate Development):

< Llovd M Yates. President and Chief Executive Officer. Progress Energy Carolinas. Inc. (PECY: and

+  Jolm R. McArthur. Executive Vice President. General Counscl and Corporate Secretary.
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I. COMPENSATION OVERVIEW

ASSESSMENT OF RISK

Our Company is highly regulated at both the federal and state levels: therefore. significant swings in
earnings performance or growth over tume are less influenced by any particular individual or groups of individuals.
We believe our compensation program for executive officers does not incentivize excessive risk taking for the
following reasons:

«  Our compensation program is evaluated annually by the Committee. with the assistance of its
compensation consultant. for its effectiveness and consistency with the Company s goals.

- —QOurincentive compensation practices do not reward the executive officers for meeting or exceeding
volume or revenue targets

< Our compensation program appropriately balances short- and long-term incentives with approximately
63% of total target compensation for the CEO and approximately 50% of total target compensation for
the other NEOs provided in equity and focused on long-term performance

«  The PSSP rewards significant and sustainable performance over the longer term by focusing on three-
vear earnings per share growth and relative total shareholder return targets

«  The MICP focuses on ongoing earnings per share and legal entity net income, because we believe that
these are the best measures 10 assess the change in the inirninsic value of the Company over time and
therefore to determine how successful the Company is in its fundamental business.

+  The execuiive officers receive restricted stock units that generally have a three-vear vesting period so
that their upside potential and downside risk are aligned with that of our shareholders and promote
long-term performance over the vesting period.

»  The executive officers are subject 1o stock ownership guidelines independently set by the Committee to
align with our shareholders™ interests over the long-term.

s The Comumnittee has discretion to adjust all incentive awards based on factors it deems appropriate,
mncluding the Company s and the individual executive’s performance and how results are achieved.

We have determined that the compensation program for executive officers who are in senior management
positions does not encourage excessive risk taking for all the reasons stated above

PROGRAM ADMINISTRATION

Our executive compensation program is administered by the Commutiee. which is composed of seven
independent directors (as defined under the NYSE Corporate Governance Rules). Members of the Committee do not
receiv e compensation under anyv compensation program in which our executive officers participate. For a discussion
of director compensation. see the “Director Compensation” section onpage 71 of this Proxy Statement.

The Cominitiee’s charter authorizes the Committee to hire outside consultants. The Committee evaluates
the performance of its compensation consultant annually to assess the consultant’s effectiveness in assisting the
Comimitiee with implementing the Company 's compensation program and principles The Commuitee retained
Meridian Compensation Partners. LLC ("Meridian”) as its independent executive compensation consultant (o
assist the Committee in meeting the Company’s compensation objectives. The Committee regularly meets with its
consultant in executive session to discuss matters independent of management. Under the terms of its engagement.
in 2010 Meridian reported directly to the Committee. Meridian solely provides executive compensation advisory
services 1o the Committee and provides no other services to the Commitiee or the Compam
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Our executive officers and other members of management periodically meet with the compensation
consultant to ensure the consultant understands the Compamy 's business strategy. Our executive officers and
other Company cmplovees provide the consultant with information regarding our executive compensation and
benefit plans and how we administer them on an as-needed basis. In addition. the executive officers ensure that the
Comimnittee receives administrative support and assistance. and make recommendations to the Committee 1o ensure
that compensation plans are aligned with our business strategy and meet the principles described above John R.
McArthur. our Executive Vice President. serves as management s liaison to the Committce. William D. Johnson. our
Chief Executive Officer. is responsible for conducting annual performance evaluations of the other exccutive officers
and making recommendations to the Committee regarding those executives” compensation. The independent directors
of the Board conduct an annual performance evaluation of Mr. Johnson. The Committee discusses the results of the
evaluation with Mr Johnson and makes compensation decisions for him giving consideration to the evaluation results

COMPETITIVE POSITIONING PHILOSOPHY

The Comimittee believes ils compensation philosophy is aligned with our executive compensation objective
of linking pay to performance. When we benchmark and set compensation for our executives against a peer group.
we focus on “target” compensation. Target compensation is the value of a pay opportunity as of the beginning of
the vear For short-term incentives. this means the value of that incentive opportunity based on the target percentage
of salarv if our performance objectives are achieved. For example, the Chief Executive Officer’s target incentive
opportunity is 85% of salarv. This means if we reach our targeted financial objectives for the vear. a target incentive
award would likely be paid. Correspondingly. if performance should fall short or rise above these goals. then the
earned incentive award would tvpically be lesser or greater than targeted. In any event. target incentive opportunities
are not a certainty but are a function of business results.

For the performance shares. the ultimate value of any earned award is entirely a function of performance
against the pre-established 3-vear performance goals as well as the value of the underlying stock price. Also. for the
restricted shares the value of any earned award is a function of continued service and the value of the underlyving
stock price. The target value is not a certainty but only the value of the opportunity

What ultimately might be earned from either short- or long-term incentives is a function of performance
and extended service. With respect to our variable pay programs. it is generally not the Company’s purpose to
deliver comparable pay oulcomes versus that of other companies since outcomes can differ by company based on
their performance. Rather, our general compensation objective is to deliver comparable pay opportunities. Realized
results will then be a significant function of performance and continued service. This is a common convention
among companies: nonetheless. it is an important context {o consider when reviewing the remainder of this CD&A
where regular references to targets and/or grant date values for our compensation programs appear

Target total compensation opportunities are intended to approximate the 50" percentile of our peer group
(as defined below) with flexibility to pav higher or lower amounts based on individual contribution. competition.
retention. succession planning and the uniqueness and complexity of a position. To assess overall compensation. the
Committee utilizes tallv sheets that provide a summary of the elements of compensation for each senior executive
The tally sheets indicate target and actual pay earned. They also summarize potential retirement benefits at age 65.
current equity holdings and potential value {rom severance

The compensation opportunities vary significantly from individual to individual based on the specific
nature of the executive position. For example. our CEO is responsible for the overall performance of the Company
and. as such. his position has a greater scope of responsibility than our other executive positions and is benchmarked
accordingly. From a market perspective, the position of chief executive officer recenves a greater compensation
opportunity than other executive positions. The Committee therefore sets our CEO's compensation opportunity at a
lev el that reflects the responsibilitics of his position and the Committee’s expectations
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On an annual basis. the Committee’s compensation consultant provides the Committee with a written
analysis comparing base salaries. target annual incentives and the grant date value of long-term incentives of
our executive officers to compensation opportunities provided 1o executive officers of our peers. For 2010. the
Committee approved the use of a peer group of 18 integrated utilities used in the prior year and added three new
companies: CenterPoint Energy. Inc.. CMS Encrgy Corporation. and NiSource. Inc. (the "Benchmarking Peer
Group ). These companics were added to further the Benchmarking Peer Group's alignment with the executive
market in which the Company competes for talent. Further. the addition of the new peer companies positioned the

Company’s revenue more closely to the overall median than the previous peer group. The Benchmarking Peer Group
is comprised of utilities that have transmission. distribution and generation assets and was chosen based primarily on
revenues. The median revenue of the Benchmarking Peer Group is $10.3 billion compared to the Company's $10.2

billion. These companies would likely be companies with which we primarily compete for executive talent. The
table below lists the companies in the Benchmarking Peer Group

Benchmarking Peer Group

Allegheny Energy. Inc.

Duke Energy Corporation

PG&E Corporation

Ameren Corporation

Edison International

Pinnacle West Capital Corporation

American Electric Power Co.. Inc.

Entergy Corporation

PPL Corporation

CenterPoint Energy. Inc.

Exelon Corporation

SCANA Corporation

CMS Energy Corporation

FirstEnergy Corporation

Southern Company

Dominion Resources, Inc.

NextEra Energy. Inc.

TECO Energy. Inc.
Xcel Energy. Inc.

DTE Energy Company NiSource. Inc.

The electric utility industry has subsectors identified frequently as competitive merchant, regulated
delivery. regulated integrated. and unregulated integrated (typically state-regulated delivery and unregulated
generation). Each of these subsectors tvpically differs in financial performance and market valuation characteristics
such as earnings muliiples. earnings growth prospects and dividend vields. Progress Energy generally is identified
as being in the regulated integrated subsector. This means Progress Energy and its peer companies are primarily
rate-of-return regulated. operate in the full range of the value chain (generation. transmission and/or delivery). and
tvpicaily have requirements to serve all customers under state utility regulations. The Committee annually evaluates
the Benchmarking Peer Group to ensure that it remains appropriate for compensation comparisons.

SECTION 162(m) IMPACTS

Section 162(m) of the Internal Revenue Code of 1986. as amended. limits. with certain exceptions. the
amount a publicly heid company mayv deduct cach year for compensation over $1 million paid or accrued with
respect 10 its chief executive officer and any of the other three most highly compensated officers (excluding the chief
{inancial officer). Cenain performance-based compensation is. however. specifically exempt from the deduction
limit. To qualify as performance-based. compensation must be paid pursuant to a plan that is:

s administered by a committee of outside directors:
+  based on achieving objective performance goals: and
«  disclosed to and approved by the shareholders

The Committee considers the impact of Section 162(m) when designing executiye compensation elements
and attempts to minimize nondeductible compensation. The Company received shareholder approval of the Progress
Energy 2009 Exccutive Incentive Plan (the “EIP™). an annual cash incentive plan for the Company s named
executive officers. at its 2009 Annual Mecting of Shareholders The MICP and EIP were designed to work together
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to enable the Companv 1o preserve the tax deductibility of incentive awards under Section 162(m) of the Internal
Revenue Code. as amended. 1o the extent practicable. The scle purpose of the EIP is 1o preserve the tax deductibility
of incentive awards that arc qualified performance-based compensation

STOCK OWNERSHIP GUIDELINES

To align the interests of our exccutives with the interests of shareholders. the Committee utilizes stock
ownership guidelines for all exccutive officers. The guidelines are designed to ensure thatl our management
maintains a significant {inancial stake in the Company s long-term success. The guidelines require each senior
executive to own a multiple of his or her base salarv in the form of Company common stock within five years of
assuming his or her position The required levels of ownership are designed to reflect the level of responsibility that
the executive positions entail.

The Commitiee benchmarked both the position levels and the multiples in our guidelines against those
of the Benchmarking Peer Group and general industry practices. The benchmarking for 2010 indicated that the
Company’s guidelines were ~at market” with respect to ownership levels. the types of equity that count toward
ownership. and the timeframe for compliance. The Committee also considered the results of the vole on a
shareholder proposal included in the Company’s 2010 Proxy Statement that proposed the Committee adopt a policy
requiring senior executives 1o retain no less than 75% of net after-tax shares acquired through equity compensation
programs until the vear following termination of emplovment through retirement or otherwise. The Cominittee did
not adopt such a policy in 2010 based in part on the {act that approximately 76% of the votes cast were against the
proposal. The stock ownership guidelines for our executive officer positions are shown in the table below:

Stock Ownership Guidelines

Chief Executive Officer 5.0 times Base Salary
Chief Operating Officer 4.0 times Base Salary
Chief Financial Officer 3.0 times Base Salary
Presidents/Executive Vice Presidentis/Senior Vice Presidents 3.0 umes Base Salary

For purposes of meeting the apphcable guidelines. the following are considered as common stock owned by
an executive: (i) shares owned outright by the executive: (ii) stock held in a defined contribution. Emplovee Stock
Ownership Plan. or other stock-based plan: (iit) phantom stock deferred under an annual incentive or base salary
deferral plan: (iv) stock earmned and deferred in any long-term incentive plan account. (v) restricted stock awards and
RSUs: and (vi) stock held in a family trust or immediate family holdings

As of February 23. 2011. our named executive officers exceeded the guidelines (see Management
Ownership table on page 11 of this Proxy Statement for specific details). As an indication of Mr. Johnson's
alignment of his interests with that of our shareholders. he currently holds equity valued at more than 12 times his
base salarv (based on the closing share price on February 25. 2011). which exceeds the 5-times base salany required
under the guidelines
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JI. ELEMENTS OF COMPENSATION

The table below swmmarizes the current elements of our executive compensation program

< Proxy Statement

Short- or
Long-Term
Element Brief Description Primary Purpose Focus
Base Salany Fixed compensation. Annual | Basic element of compensation that Short-term
merit increases reward pavs forexpertise and experience and | (annual)

individual performance and
growth in the position.

necessary to attract and retain

Annual Incentive

Variable compensation based
on achievement of annual
performance goals.

Rewards operating performance results
that are consistent with reliable and
efficient electric service.

Short-term
(annual)

Long-Term Incentives —
Performance Shares

Variable compensation based
on achievement of long-term
performance goals.

Align interests of shareholders and
management and aid in attracting and
retaining executives.

Long-term

Long-Term Incentives —
Restricted Stock/Restricted
Stock Units

Variable compensation
based on target levels.
Service-based vesting.

Align interests of shareholders and
management and essential in attracting
and retaining executives

Long-term

Supplemental Senior
Executive Retirement Plan

Formula-based
compensation, based on
salarv, annual incentives and
eligible vears of service.

Provides long-term retirement benefit
influenced by service and performance.
Aids in attracting and retaining
executives.

Long-term

Management Change-In-
Control Plan

Defines Company’s
relationship with executives
in the event of a change-in-
control.

Aligns interests of sharcholders and
managemeni and aids in (1) attracting
executives; (ii) retaining executives
during transition following a change-in-
control; and (iii) focusing executives on
maximizing value for shareholders.

Long-term

Employment Agreements

Define Company’s
relationship with its
executives and provide
protection to each of the
parties in the event of
termination of emplovment.

Aid in attracting and retaining
executives.

Long-term

Executive Perquisites

Personal benefits awarded
outside of base pay and
mcentives

Aid 1n attracting and retaining
executives and allowing executives
to focus their energies on Compam
priorities.

Short-term
(annual)

Other Broad-Based
Benefits

Emplovee benefits such as
health and welfare benefits.
401(k) and pension plan.

Basic elements of compensation
expected in the marketplace. Aid in
attracting and retaining executives.

Both Short-
and Long-
term

Deferred Compensation

Provides executives with tax
deferral options in addition
to those available under our
qualified plans

Aids in aitracting and retaining
executives.

Long-term
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The table below shows the targei awards of short-term and long-term incentives to cach NEO for 2010.
Percentages for incentives are expressed as a percentage of base salanv Additional elements of compensation are
discussed further in this section.

Incentive Targets

Long-Term Incentive

Short-Term Targets as a Percentage
{annual) of Salary Total
Named Executive Base Salary Incentive Performance | Restiicted Incentive
Officer (as of 1/1/11) Target! Shares?® Stock Target
William D. Johnson $990.000 83% 233% 117% 435%
Mark F. Mulhern $130.000 53%. 117% 58% 230%
Jeffrey J. Lyash $433.000 55% 117% 58% 230%
Llovd M. Yates $148.000 55% 7% 58% 230%
John R. McArthur $488.000 33% 117% 58% 230%

' Annual meentive awards can range from 0%-200% of target percentages
* Pavout opportunities can range from 0%-200% of target percentages
i. BASE SALARY

The primary purpose of base salaries is to provide a basic element of compensation necessary to attract and
retain executives. Base salary levels are established based on data from the Benchmarking Peer Group identified on
page 27 and consideration of each executive officer’s skills, experience. responsibilities and performance. Market
compensation levels that approximate the 30* percentile of the Benchumarking Peer Group are used to assist in
establishing each executive’s job value (commonly called the “midpoint™ at other companies). Job values serve as
the market reference for determining base salaries.

Each vear. the compensation consultant provides the market values for our executive officer positions.
Based. in part. on these market values and. in part. on the executives’ achievement of individual and Company goals.
the Chie{ Executive Officer then recommends to the Committee base salary adjustments for our executive officers
(excluding himself). The Committee reviews the proposed base salaries. adjusts them as it deems appropriate based
on the executives achievement of individual and Company goals and market trends that result in changes to job
values. and approves them in the first quarter of cach vear. The Committee meets in executive session with the
compensation consultant to review and establish the Chief Executive Officer’s base salary

2. ANNUAL INCENTIVE

We sponsor the MICP. an annual cash incentive plan. in which our executives. managers and supernvisors
participate. The Company includes managers and supervisors in the MICP to increase accountability for all levels
of the Company’s management team and to better align compensation with management performance. Annual
incentive opportunities are provided to executive officers to promoie the achievement of annual performance
objectives. MICP targets are based on a percentage of each executive’s base salary and are intended to offer target
award opportunities that approximate the 50 percentile of the market for the Benchmarking Peer Group.
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Each vear. the Committee esiablishes. based on the reccommendations of the CEO. the threshold. target
and outstanding levels for the performance measures applicable to the named executive officers. The 2010 MICP
performance measures were ongoing carnings per share {Ongoing EPS) and legal entity net income for PEC and
PEF as shown in the table below

2010 MICP Financial Performance Goals

(in millions except EPS) Threshold Target Qutstanding
Company Ongoing EPS $2.75 $2.95 $3.05
PEC Net Income $572 $603 $623
PEF Net Income $405 $429 $441

The MICP’s performance targets are designed to align with our financial plan and are intended to
appropriately motivate the executive officers to achieve the desired corporate financial objectives. Effective
January 1. 2010. the legal entity net income performance measure was implemented as a result of the Company s
desire lo increase its legal entity focus on net income results. The potential MICP funding for each performance
measure Is 50% at threshold, 100% at target and 200% at outstanding (maximum). Interpolation is applied when
actual performance is between the identified levels. Each performance measure is assigned a weight based on
the relative importance of that measure to the Company s performance. During the vear. updates are provided to
the Committee on the Company s performance as compared to the performance measures. For 2010, the named
execulive officers’ performance measures under the MICP were weighted among Ongoing EPS and legal entity nct
income as follows:

Performance Measures
(Relative Percentage Weight)
Company PEC PEF
Named Executive Target Ongoing Net Net
Officer Opportunity EPS Income Income
William D. Johnson 85% 100% e —
Mark F. Mulhern 55% 100% — —
Jeffrey J. Lvash 55% 35% 32.5% 32.3%
Llovd M. Yates 55% +5% 35% —
John R. McArsthur 55% 100% — —

The determination of the annual MICP award that each named executive officer receives has two
steps 1) funding the MICP awards based on the performance as compared to the linancial goals specified above: and
i1) determining individual MICP awards

First. the Committce approves the total amount that will be made available to fund MICP awards to
managers and executives. including the NEOs. To determine the total amount available to fund all MICP awards. we
calculate an amount for each MICP participant by multiplyving cach participant s base salary by a performance factor
(based on the sum of a participant’s weighted target award achievements). The performance factor ranges between 0
and 200% of a participant’s target award. depending upon the results of each applicable performance measure. The
sum of these amounts for all participants is the total amount of funds available to pav to all participants. including
the named exccutive officers

Second. the CEO recommends to the Committee an MICP paviment for executives (excluding the CEO)
based on the executive's target anward opportunity. the degree 10 which the Company achieved certain goals. and
the executive s individual performance based on achieving indiv idual goals and operating results. The Commitiee
reviews the CEQO’s recommendations and approves and/or makes adjusunents as appropriate. The CEO's MICP
pavment is determined by the Commitiee based upon the Committee's annual evaluation of the CEO's performance
The Comunittee mav reduce but cannot increase the amount payable to a participant according to business factors
determined by the Conmumitice. including the performance measures under the MICP
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As allowed by the MICP. the Committee uses discretion to adjust funding amounts up or down depending on
factors that it deems appropriate. such as weather. storm costs. unpainments. restructuring costs. and gains/losscs on sales
of asscts The Committee uses Ongoing EPS as defined and reported by the Company in its annual eamings release

Based on management’s recommendations. with respect to 2010. the Committee excrcised discretion for the
three performance measures: the Company s Ongoing EPS. PEC net income and PEF net income. The Committec
approved adjusting the Company's earnings per share results downward by $0.22 to account for favorable weather.
storm and regulatorv costs The Comimittee approved adjusting PEC net income for favorable weather. storm and
regulatory costs for a net dowmward adjustment of $32 million. The Committee approved adjusting PEF net income
dowmward by $42 million to account for favorable weather and regulatory costs. These adjustments resulted in
the Company’s Ongoing EPS. PEC net income and PEF net income performance at 73%. 74% and 82% of target.
respectively. As a result of these downward adjustments, the 2010 MICP payments were below the target award
opportunity for each of the NEOs

3. LONG-TERM INCENTIVES

The 2007 Equity Incentive Plan (the “Equity Incentive Plan™) was approved by our shareholders in
2007 and allows the Committee to make various types of long-term incentive awards to Equity Incentive Plan
participants. including the nained executive officers. The awards are provided to the named executive officers to
align the interests of each executive with those of the Company s shareholders. Long-term incentive awards are
intended to offer target award opportunities that approximate the 30" percentile of the peer group. Currently. the
Comumnitlee utilizes two tvpes of equity-based incentives: restricted stock units and performance shares.

The Committee has determined that to accomplish our compensation program’s purposes effectively.
equity-based awards should consist of one-third restricted stock units and two-thirds performance shares. This
allocation reflects the Committee’s strategy of utilizing long-term incentives to retain officers. align officers’
interests with those of the Company 's sharcholders and drive specific financial performance.

Performance shares are intended to focus executive officers on the multi-vear sustained achievement of
financial and shareholder value objectives. RSUs are intended to further align executives’ interests with shareholder
interests while providing strong retention for the executive to remain with the Company long enough for the
restricted stock units to vest

The table below shows the 2010 long-ter incentive targets for the NEOs' positions.

Long-Term Incentive Award Target!

Performance Restricted Stock

Shares Units
Target Award Target Award

Position’ 2010 2010°
Chief Executive Officer 233% 117%
Executive Vice President 117% 38%
Chief Financial Officer 117% 38%
President. PEC 117% 58%

! Target award amounts are expressed as percentages ol base salaries for the listed positions
* Position held at Progress Energy, Inc. unless otherwise noted
FNEOs™ 2010 RSU arget award amounts were reduced by 20%

After October 2004, we ceased granting stock options. All previously granted stock options remain valid in
accordance with their tenms and conditions
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Performance Shares

The Performance Share Sub-Plan under the Equity Incentive Plan authorizes the Committee to issue
performance shares to executives as selected by the Committee in its sole discretion. The value of a performance
share is equal 1o the value of a share of the Company’s common stock. and eamed performance share awards are
paid in Company common stock. The performance period for a performance share is the three-consecutive-calendar-
vear period beginning in the vear in which it is granted. Dividends or dividend equivalents are not paid on unvested
performance shares. Rather. dividend equivalents accrue quarterly and are reim ested in additional shares that are
onlv paid on earned performance shares at the end of each three-vear performance cycle

To determine the number of shares granted at the beginning of each performance cvcle. the Company
divides the target award value by the closing stock price on the last trading day of the vear prior to the beginning of
the performance period. The performance shares must then be earned over the three-year performance cycle. The
granting of performance shares does not provide the participant with any guarantee of actually receiving the awards

Notwithstanding the above calculation. the Committee may exercise discretion in deternining the size
of each performance share grant. with the maximum grant size at 125% of target. In 2010. the Cominitiee did not
exercise this discretion with respect to any grant of the named executive officers

2007 Performance Share Sub-Plan (the “2007 PSSP”)

The 2007 PSSP provides for an adjusted measure of total sharcholder return (referred to as “Total Business
Retumn™ or TBR) to be utilized as the sole measure for determining the amount of a performance share award upon
vesting. TBR is computed assuming a constant price to carnings ratio. which was set at the beginning of each
performance period. During a period when the Company was undergoing transformation of its underlying operating
portfolio. this measure was intended to filter out external or market-based variations in the Company s stock price
and focus on internal restructuring. The performance measure also uses the Company’s publicly reported ongoing
earnings as the earnings component for determining performance share awards. The Committee chose this method
as the sole performance measure to support its desire to better align the long-term incentives with the interests of our
shareholders and to emphasize our focus on dividend and Ongoing EPS growth. TBR was used for the 2007 — 2009
and 2008 — 2010 performance share grants made under the 2007 PSSP. The performance measures for the 2008 —
2010 performance cycle are shown in the table below

Threshold Target Qutstanding
2007 Total Business Return! 5% 8% >10.5%
2007 Percentage of Target Award Eammed 50% 100% 200%
2008 Total Business Return’ 5% 8% >11%
2008 Percentage of Target Award Earned 25% 100% 200%

! Total shareholder return, adjusted to reflect a constant price to eamnings ratio set at January 1 of the grant vear and to
reflect the Company ‘s ongoing eamings per share for each vear of the performance period

Additionallv. the Committee retained the discretion to reduce the number of performance shares awarded
if it determines that the pavouts resutting from the TBR do not appropnately reflect the Company s actual
performance

In the first quarter of 2010, the Committee approved a pavout of 123% of the target value for the 2007 -
2009 PSSP grants
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2009 Performance Share Sub-Plan (the #2009 PSSP™)

The 2009 PSSP uses two cqually weighted performance measures: relative total shareholder return (TSR)
and earnings growth. TSR. unlike the previously discussed TBR. is based on the conventional metric of annual
share price appreciation and dividends. By using a combination of refative TSR and absolute earnings growth. the
2009 PSSP allows the Committee to consider the Company s performance as compared (o the PSSP Peer Group (as
defined below). and management’s achievement of internal goals

Rejative TSR

The relative TSR performance is calculated using the Company s three-vear annualized TSR ranked
against the PSSP Peer Group. TSR is defined as the appreciation or depreciation in the value of the stock. plus
dividends paid during the vear. divided by the closing value of the stock on the last trading day of the preceding
vear. The table below shows the percent of target awards that may be earned based on the Company s relative TSR
percemile ranking:

Performance and Award Structure (50%)

Percentile Ranking Percent of Target Award Earned
gon 200%
50t 100%
40t 30%
<40t 0%

However. regardless of the relative ranking. if the Company s TSR is negative for the performance period.
no award above the threshold can be earned.

In making awards under the 2009 PSSP, the Committee used a group of highly regulated companies with
a business strategy similar to ours based on a percentage of regulated earnings (the PSSP Peer Group™). These
conpanies have a significant amount of their earnings generated from regulated assets. In addition. the PSSP Peer
Group was selected based on other factors including revenues. market capitalization. and enterprise value. The
PSSP Peer Group differs from the Benchmarking Peer Group the Comimittee uses for purposes of benchmarking
compensation. The Benchmarking Peer Group is a broader group that represents those companies with which
we primarily compete for executive talent and includes companies that are not regulated integraied utilities. The
Committee believes that for purposes of our long-term incentive plan. it is more appropriate to use the PSSP Peer
Group comprised of companies that derive a significant percentage of their earnings from regulated businesses. The
table below lists the companies in the PSSP Peer Group

PSSP Peer Group

Alliant Energy Corporation Great Plains Energy. Inc. SCANA Corporation
American Electric Power. Inc. NV Energy. Inc. Southern Company
Consolidated Edison. Inc. PG&E Corporation Westar Energy. Inc.
DPL. Inc. Pinnacle West Capital Corporation | Wisconsin Energy Corp.
Duke Energy Corporation Portland General Electric Company | Xcel Energy. Inc.

Earnings Growth

Earnings growth is based on the Company s annmual Ongoing EPS. Ongoing EPS is determined in
accordance with the Company's "Policy for Press Release Eamings Disclosure of Non-GAAP Measures.” The
carnings growth component of the PSSP award is based on the Company 's earmings growth performance as
measured against pre-established goals set at the beginning of the performance period. The Committee determined
the earnings growth targets for the 2010 annual grant were appropriate in consideration of a challenging economy.
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consistency with analysts” expectations. the 2010 projected analysis’ conseisus on earnings growth for the PSSP
Peer Group. and continued uncertainties of the Florida regulatory environment. The table below shows the percent
of target awards that may be earned based on the Company s carnings growth performance:

Performance and Award Structure (509%)
Three-Year Average Ongoing Percent of Target Award
Performance EPS Growth Earned
2009-2011 2010-2012
Threshold 2% 1% 30%
Target 1% 3% 100%
Maximum 6% 3% 200%

Restricted Stock Units

The restricted stock unit component of the current long-term incentive program helps us retain executives
and aligns the interests of management with those of our shareholders and management by rewarding executives
for increasing and sustaining sharcholder value. The Committee believes that the service-based nature of RSUs is
essential in retaining an experienced and capable management team.

Executive officers tvpically receive a grant of service-based RSUs in the first quarter of each vear which
are subject to a three-year graded vesting schedule. The size of cach grant is based on the executive officer’s target
award percentage and is determined by using the closing price of the Company 's conunon stock on the last trading
day of the vear prior to the date of the award. The Comumittee establishes target levels based on the peer group
information discussed under the caption “Competitive Positioning Philosophy™ on page 26 above. The 2010 RSU
targets for the NEOs are shown in the “Long-Term Incentive Award Target™ table on page 32 above. The granting
of RSUs does not provide the participant with any guarantee of vesting in the awards. Holders of RSUs receive
quarterly cash dividend equivalents equal to the amount of anv quarterly dividends paid on our common stock

To further accent the retention quality of the Equity Incentive Plan and to recognize the contribution of the
officer team. including the named executive officers. the Committee mayv also issue in its discretion service-based ad
hoc grants of restricted stock units to executives. No ad hoc grants were awarded by the Committee during 2010

4. SUPPLEMENTAL SENIOR EXECUTIVE RETIREMENT PLAN

The Supplemental Senior Executive Retirement Plan ("SERP™) provides a supplemental. unfunded
pension benefit for executive offtcers who have at least 10 yvears of service with at least three years of service
on our Senior Management Committee ("SMC7). i.e.. service as a Senior Vice President or above. The SERP is
designed to provide pension benefits above those carned under our qualified pension plan. Current tax laws place
various limits on the benefits pavable under our qualified pension. micluding a limit on the ammount of anmal
compensation that can be taken into account when applying the plan’s benefit formulas. Therefore. the retirement
incomes provided to the named executive officers by the qualified plans generally constitute a smaller percentage of
final pay than is tvpically the case for other Company employees. To make up for this shortfall and to maintain the
market-competitivencss of the Company s executive retirement benefiis. we mainiain the SERP for members of the
SMC. including the NEOs

The SERP defines covered compensation as annual base salarv plus the annual cash incentive award The
qualified plans define covered compensation as base salary only. The Commitiee believes it is appropriate to include
annual cash incentive awards in the definition of covered compensation for purposes of determining pension plan
benefits for the named executin ¢ officers to ensure that the named exccutive officers can replace in retircment a
portion of total compensation received during emplovment. This approach takes mnto account the {act that base pay
alone comprises a relativelv smaller percentage of a named executine officer s total compensation than of other
Company emplovees total compensation



Case No. 2011-124
Staff-DR-01-031 (b) attachment
(Progress Energy)

Page 42 of 96

The Committee believes that the SERP is a valuable and cffective tool for attraction and retention due to
its significant benefit and vesting requirements. It is also a common tool among the Benchmarking Peer Group and
utilities in general Total vears of service attributable to an eligible executive officer may consist of actual or deemed
vears. The Committee grants deemed yvears of service on a case-by -case basis depending upon our need to attract
and retain a particular exccutive officer. All of our named executive officers participate in the SERP and are fuliy
vested in the SERP other than John R. McArthur. who will begin participation and vest on Januany 1. 2012

Pavments under the SERP are made in the form of an annuity. pavable at age 65. The monthly SERP
pavment is calculated using a formula that equates to 4% per vear of service (capped at 62%) multiplied by the
average monthly eligible pay for the highest completed 36 months of eligible pay within the preceding 120-month
period. Eligible pav includes base salary and annual incentive. (For those executives who became SERP participants
on or after January 1. 2009. the target benefit percentage is 2.25% rather than 4% per year of service. None of the
named executive officers for 2010 is subject to the new benefit percentage.) Benefits under the SERP are fullv
offset by Social Security benefits and by benefits paid under our qualified pension plan. An executive officer who is
age 55 orolder with at least 15 years of service may elect to retire and commence his or her SERP benefit prior to
age 65. The early retirement benefit will be reduced by 2.5% for each year the participant receives the benefit prior
fo reaching age 65

5. MANAGEMENT CHANGE-IN-CONTROL PLAN

We sponsor a Management Change-In-Control Plan (the “CIC Plan™) for selected emplovees The purpose
of the CIC Plan is to retain kev management employvees who are critical to the negotiation and subsequent success
of any transition resulting from a change-in-control (“CIC™) of the Company. Providing such protection to executive
officers in general minimizes disruption during a pending or anticipated CIC. Under our CIC Plan. we generally
define a CIC as occurring at the earliest of the following

*  the date any person or group becomes the beneficial owner of 25% or more of the combined voling
power of our then outstanding securities: or

+  the date a tender offer for the ownership of more than 50% of our then outstanding voting securities is
consummated. or

s the date we consummate a merger. share exchange or consolidation with any other corporation
or entity. regardless of whether we are the surviving company. unless our outstanding securities
immediately prior to the transaction continue to represent more than 60% of the combined voting
power of the outstanding voting securities of the surviving entity immediately afier the transaction: or

« the date. when. as a result of a tender offer. exchange offer. proxy contest. merger. share exchange.
consolidation. sale of assets or any combination of the foregoing. the directors serving as of the effective
date of the change-in-control plan. or elected thereafter with the support of not less than 73% of those
directors. ceasc to constitute at least two-thirds (3) of the members of the Board of Directors. or

«  the date when our shareholders approve a plan of complete liquidation or winding-up or an agreement
for the sale or disposition by us of all or substantially all of our assets. or

+  the date of anv other event that our Board of Directors determines should constitute a CIC
The purposes of the CIC Plan and the levels of paviment it provides are designed to’
+  focus executives on maximizing shareholder value.

«  cnsure business continuity during a transition and thereby maintain the value of the acquired company.
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+ allow executives to focus on their jobs and not alternative future employment if thev should be
terminated. and

«  retain key exccutives during a period of potentially protracted transition for the benefit of shareholders
and customers

The Committee has the sole authority and discretion to designate emplovees and/or positions for
participation in the CIC Plan. The Committee has designated certain positions. including all of the NEO positions.
for participation in the CIC Plan. The benefits provided under the CIC Plan do not duplicate the employment
agreement severance benefits in the case of CIC Plan participants. Participants are not eligible to receive any of
the CIC Plan’s benefits absent both a CIC of the Company and an involuntarv termination of the participant’s
employment without cause. including voluntary termination for good reason. Good reason ternunation includes
changes in employment circumstances such as a.

+  reduction of base salarv or material reduction of incentive compensation opportunity:

»  material adverse change in position or scope of authonty:

+ significant change in work location: or

»  breach of provisions of the CIC Plan

Rather than allowing benefit amounts to be determined at the discretion of the Committee. the CIC
Plan has specified multipliers designed to be competitive with current market practices. With the assistance of
its compensation consultant. the Committee has reviewed the design of the CIC Plan to ensure that it meets the
Company’'s business objectives and falls within competitive parameters. The Conunittee has determined that the
current CIC Plan is effective at meeting the goals described above.

The CIC Plan provides separate tiers of severance benefits based on the position a participant holds within
our Company. The continuation of health and welfare benefits coverage and the degree of excise tax gross-up for

terminated participants align with the length of time during which they will receive severance benefits.

The following table sets forth the key provisions of the CIC Plan benefits as it relates to our NEOs:

Tier I Tier 11
Chief Executive Officer.
Chief Operating Officer.
Presidents and Executive
Vice Presidents

Eligible Positions Senior Vice Presidents

300% of base salarv and 200% of base salary and
Cash Severance . oo . o

annual incentive annual incentive
Health & Welfare Coverage Period | Coverge up to 36 months Coverage up to 24 months
Gross-ups Full gross-up of excise tax Conditional gross-up of excise tax

! The cash severance payvment will be equal to the sum of the applicable percentage of annual base salan and the
greater of the average of the participant’s annual incentive award for the three vears immediately preceding the participant's
employment termination date. or the participant’s target annual incentive award for the year the participant's employ ment with
the Company lerminates
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Additionally. the CIC Plan has the following kev prosisions

Benefit Description

Annual Incentive 100% of target incentive if erminated within coverage period after CIC.

Restrictions are fully waived on all outstanding grants if terminated during coverage
period (unless outstanding awards are not assumed by the acquiring company in
which case they would vest at C1C)

Restricted Stock
Agreements

Outstanding awards vest (at the target level) as of the termination date (unless
outstanding mwards are not assumed by the acquiring company in which case they
would vest at CIC)

Performance Share
Sub-Plan

Unvested awards if assumed by acquiring company would vest according to their
normal schedule: otherwise they would vest if participant is terminated during
coverage period after the CIC (there are no unvested stock option awards currently
outstanding).

Stock Option Agreenients

Supplemental Senior Participant shall be deemed to have met mimimum service requirements for benefit
Executive Retirement Plan | purposes. and participant shall be entitled to pavment of benefit under the SERP.

Entitled to pavment of accrued benefits in all accrued nonqualified deferred

Deferred Compensation .
compensation plans.

In the event an NEQ is terminated following a change-in-control of the Company. benefils pavable under
the CIC Plan will be paid in lieu of any severance benefits pavable under the NEO’s employment agreement if the
transaction qualifies as a change in control under Section J09A of the Internal Revenue Code of 1986. as amended.
If the transaction is not a Section 409A change in control. the NEO will receive the same level of CIC Plan benefits
except that a portion of the cash severance will be paid in instaliments rather than in a lump sum. Accordingly. the
amounts shown in the “Involuntary or Good Reason Termination (CIC)™ columns in the tables captioned “Potential
Pavments Upon Termination.” on pages 61 through 70 below show only the potential paymentis each of our NEOs
would be eligible to receive under the CIC Plan in the event of a CIC

The CIC Plan also permits the Board to establish a nonqualified trust to protect the benefits of the impacted
participants. This type of trust generally is established to protect nonqualified and/or deferred compensation
against various risks such as a CIC or a management change-of-heart. Anv such trust the Board establishes will be
trrevocable and inaccessible to future or current management. and may be currently funded. To date. no such trust
has been funded with respect to any of our NEOs.

Application of the CIC Plan and Other Compensation Related Consequences of the Proposed Merger with
Duke Energy

On January 8. 2011. Duke Energy Corporation ("Duke Energy ™) and the Company entered into an
Agreement and Plan of Merger (the “Merger Agreement”™) Pursuant to the Merger Agreement. if the merger is
consuminated. the Company will becone a wholly owned subsidiany of Duke Encrgy and shareholders of the
Company will receive shares of Duke Energy common stock. Consummation of the merger is subject to customary
conditions. including among other things. approval of the sharcholders of each compam

Our NEOs will not recenve additional compensation or benefits under their employment agreements or
the CIC Plan solely on account of the consummation of the merger with Duke Energy. However. subject to the
limitations described below. if an NEO 1s tenminated without “cause” or resigns with “good reason” within twenty -
four months after consummation of the merger. they will be entitled to severance benefits under the CIC Plan as set
forth in the ~“Involuntary or Good Reason Termination (CIC)” column of the tables captioned “Potential Pay ments
Upon Termination.” on pages 61 through 70 below. The eligibility of certain NEOs to receive the CIC Plan benefits
1s limited by the following:

+  Fach of our NEOs are expected o assume new positions with Duke Energy effective upon
consummation of the merger Thus. we do not expect that these execulives” emplovment will be
terminated in connection with consummation of the merger
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+  Inconnection with the execution of the Merger Agreement. Duke Energy. Diamond Acquisition
Cormporation and Mr Johnson executed a term sheet pursuant te which the parties agreed (o enter mto
an employment agreement upon consummation of the merger. Pursuant to the term sheet. Mr johnson
has waived his right to resign with ~good reason.” and recein e CIC Plan benefiis or 1o assert a
“constructive termination” under his existing employ ment agreement. on account of (1) his required
relocation to Charlotie. North Carolina. (ii) anv changes to his positions. duties and responsibilities
in connection with his acceptance of the new position with Duke Energy. or (1) any changes 1o
his total incentive compensation opportunity following the merger with Duke Energy. In addition.

Mr. Johnson's term sheet specifies that if he is involuntarily terminated without “cause™ or resigns

for “good reason” on or prior to the second anniversary of the completion of the merger. he will not
receive a tax gross-up for the parachute payment excise tax under Sections 280G and +999 of the
Internal Revenue Code. In addition to the waivers described above. Mr. Johnson s terim sheet also
specifies that if he is involuntarily terminated without “cause” or resigns for “good reason” following
the second anniversary of. but prior to the third anniv ersary of. the consummation of the merger. he
will be entitled to the severance benefits provided under his current emplovment agreement. If the
merger with Duke Energy is not completed. the waivers described in this paragraph will not take effect.

«  Also in connection with the execution of the Merger Agreement. each of Messrs. Yates, Lyash. McArthur
and Mulhem entered into a letier agreement with the Company waiving certain rights of such executive
officer under the CIC Plan and such executive officer’'s employment agreement. Messrs. Yates. Lyash.
McArthur and Mulhern have each waived the right to resign with "good reason.” and receive the CIC Plan
benefits or to assert a “constructive termination” under their employment agreements. on account of (i)

a required relocation to Charlotte. North Carolina. (ii) a change in his position. duties or responsibilities

in connection with his acceptance of the new position with Duke Energy or (iii) a reduction in his toial
incentive compensation opportunity by virtue of his participation in Duke Energy’s incentive compensation
plans (provided that his target incentive compensation opportunity is substantially similar to that of
similarly situated Duke Energy executives). Thus, Messrs. Yates. Lvash. McArthur and Mulhem cannot
claim entitlement to CIC Plan benefits or severance under their employment agreements upon a resignation
following the merger for any of these reasons. The letter agreements will be terminated in the event that the
Merger Agreement is terminated prior to the merger with Duke Energy being consummated.

Upon consummation of the merger. outstanding options to purchase shares of Company common stock
and outstanding awards of restricted stock. restricted stock units. phantom shares and performance shares will be
converted into equity or equitv-based awards in respect of a number of shares of Duke Energy common stock equal
to the number of shares of Company commion stock represented by such award multiplied by the exchange ratio
under the Merger Agreement and will remain subject to the same vesting requirements as were applicable to such
awards prior to consummation of the merger with Duke Energy In other words. the vesting of options and other
equity awards held by our NEOs will not be accelerated on account of the completion of the merger The outstanding
annual incentive awards of our NEOs also will remain subject to their original vesting requirements and will remain
subject to performance criteria The compensation comumittee of the Duke Energy board of directors will adjust the
original performance criteria for outstanding performance shares and annual incentive awards as it determines is
appropriate and equitable (o 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

Nonwithstanding the provisions of the CIC Plan providing for the funding of a nonqualified trust to protect
the benefits of the impacted participants. the terms of the Merger Agreement prolubit the funding of any such trust
and stipulate that the CIC Plan must be amended prior to the consununation of the merger to eliminate any funding
requirement

On March 16. 2011. the Board amended the SERP in two respects. The SERP was amended to provide
that all service with the Company and its affiliates. including Duke Energy and its affiliates. after completion of the
merger will be treated as service as a Senior Vice President or above for purposes of meeting the SERP's ehigibility
requireruents. Second. the SERP was amended to limit panicipation in the SERP 1o executives who were members
of the SMC on Januarv 8. 2011
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6. EMPLOYMENTAGREEMENTS

Fach named executive officer has an employment agreement that documents the Company’'s relationship
with that executive. We provide these agrecments (o the exccutives as a means of attracting and retaining themn
Each agreement has a term of three vears When an agreement’s remaining term diminishes (o two vears. the
agreement automatically adds another vear to the term. unless we give a 60-dav advance notice that we do not want
to extend the agreement If a named executive officer is terminated without cause during the term of the agreement.
he is entitled 1o sex erance pavments equal 1o his base salary times 2.99. as well as up to 18 months of COBRA
reimbursement. A description of each named executive officer’s employment agreement is discussed under the
“Employment Agreement” section of the ~“Discussion of Summary Compensation Table and Grants of Plan-Based

Awards Table™ on page 32 of this Proxy Statement

The Cominitiee provides emploviment agreements {o the named executive officers because it believes
that such agreements are important for the Company to be competitive and retain a cohesive management team
The empioyment agreements also provide for a defined employment arrangement with the executives and provide
various protections for the Company. such as prohibiting competition with the Company. solicitation of the
Company s emplovees and disclosure of confidential information or trade secrets. The Commitiee believes that the
terms of the emplovment agreements are in line with general industry practice

7. EXECUTIVE PERQUISITES

We provide limited perquisites and other benefits to our executives. Amounts attributable to perquisites are
disclosed in the "All Other Compensation™ column of the Suminary Compensation Table on page 47.

The Committee has determined that the current perquisites are appropriate and consistent with market
practices The perquisites available to the named executive officers during 2010 include:

Perquisites for 2010 Description
Personal Travel on Corporate Aircraft and “Business- Personal and spousal travel on corporate aircraft is
Related” Spousal Travel’ permitied under very limited circumstances.
An annual allowance of up to $16.500 for the purpose
Financial and Estate Planning of purchasing financial and estate planning counseling

and services and preparation of personal tax retum.
Membership in an approved luncheon club and

Luncheon and Health Club Dues membership in a health club of executive officer’s
choice.
Reimbursement of up to $2.500 for an extensive

Executive Physical phvsical at a clinic specializing 1n executive physicals.
cvery other vear.

Internet and Telecom Service® Monthlv fees for Internet and telecom access.

An installed home security system and payment of
monitoring fees.
Accidental Death and Dismemberment Insurance $300.000 of AD&D insurance for cach executive officer

Home Security

! Personal travel on the Compam s aireraft in the event o' a family emergency or similar situation is permitted with
the approval of the Chiel Executive Officer. Executives” spouses may travel on the Company 's airerafl o accompany the
execttives o ~business-related” events executives’ spouses are requested to attend For 2010, the named executive officers whose
perquisites included spousal travel on corporate airerafl for business purposes were Messrs. Johnson. Lyvash. and Yates

*Including home use of Company -owned computer
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The Committee believes that the perquisites we provide to our exccutives are reasonable. competitive
and consistent with our overall executive compensation program in that they help us attract and retain skilled and
qualified executives. We believe that these benefits generally allow our executives to work more efficiently and.
in the case of the tax and financial planning services. help them to optimize the value received from all of the
compensation and benefits programs offered. The costs of these benefits constitute only a small percentage of each
named executive officer’s total compensation

8. OTHER BROAD-BASED BENEFITS

The named executive officers receive our general corporate benefits provided to all of our regular. full-
time. nonbargaining emplovees. These broad-based benefits include the following

+  participation 1n our 401(k) Plan (including a limited Company match of up to 6% of eligible
compensation):

«  participation in our funded. tax-qualified. noncontributory defined-benefit pension plan. which uses a
cash balance formula to accrue benefits: and

«  general health and welfare benefits such as medical. dental. vision and life insurance. as well as long-
term disability coverage.

9. DEFERRED COMPENSATION

We sponsor the Management Deferred Compensation Plan (the “MDCP™). an unfunded. deferred
compensation arrangement. The plan is designed to provide executives with tax deferral options. in addition to those
available under the existing qualified plans. An executive may elect to defer. on a pre-tax basis. payment of up to
50% of his or her salary for a minimum of five vears or until his or her date of retirement. As a make-up for the
40 1(k) statatory compensation limits, executives receive deferred compensation credits of 6% of their base salary
over the Internal Revenue Code statutory compensation limit on 401 (k) retirement plans. The Committee views the
matching feature as a restoration benefit designed to restore the matching contribution the executive would have
received under the 401(k) retirement plan in the absence of the Internal Revenue Service compensation limits. Each
executive may allocate his or her deferred compensation among available deemed investment funds that mirror those
options available under the 401(k) plan.

Executives can clect to defer up to 100% of their MICP and/or performance share awards. The deferral
option is provided as an additional benefit to executive officers to provide flexibility in the receipt of compensation.
Deferred awards may be allocated among deemed investment options that mirror the Company’s 401(k) Plan.
Effective September 1. 2010, the named executive officers cannot allocate deferred awards to the deemed Company
stock investment fund
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I11. 2010 COMPENSATION DECISIONS
Company Performance

The Committee made decisions for the executive officers” compensation following the provisions of the
compensation plans and benefit programs described in Article I1. Elements of Compensation. The Committee also
considered a number of factors in exercising its permitted discretion under the plans. including the challenging
economic environment. the performance of the Company s nuclear fleet. and the Company’s overall operational and
financial results. Highlights of the Company's 2010 performance include the following

+  Returned value to sharcholders including increasing dividends from $693 million in 2009 to
$717 million in 2010. maintained the dividend rate in the face of a challenging economic environment:

+  Total sharcholder return in 2010 was 12.6% as compared to the median 2010 total shareholder return
for the PSSP Peer Group of 14.9%: the Company’s three-year annualized total shareholder return was
2 6% as compared to the median three-year annualized total shareholder return for the PSSP Peer
Group of +.1%:

+  Delivered ongoing eamings of $889 million. or $3.06 per share. compared to $846 million. or
$3.03 per share in 2009.

«  PEC ongoing nel income was $618 million and PEF ongoing net income was $462 million for 2010:

+  Experienced higher operations and maintenance expense primarily due to ligher nuclear plant outage and
maintenance costs driven by expanded scope and more emergent work in 2010 as compared to 2009:

»  Received approval from the Flonida Public Service Comnussion to recover all proposed costs in
Progress Energy Florida's annual filings for fuel and purchased power. environmental projects.
conservation programs and new nuclear generation. including approval to collect. subject to refund.
replacement power costs related to the Crystal River 3 Nuclear Plant outage:

»  Received approval from the North Carolina Utilities Commission to recover all proposed costs of fuel.
energy-cfficiency programs and renewable energy resource: and

+  Completed successful refucling and maintenance outage at Harris Nuclear Plant. executing several
major projects. including an electric generator replacement. cooling tower [ill project. and a fire
protection enhancement

Chief Executive Officer Compensation
William D. Johnson

In March 2010, the Commitice considered Mr. Johnson's salary against the salaries of the chief executive
officers in the Benchmarking Peer Group. the Company s performance, the difficult external economic climate
and the performance of our nuclear fleet Based on these factors. the Commitiee did not approve an increase 10
Mr. Johnson's salary of $990.000 Mr Johnson's current target total base compensation 1s approximately 9% below
the 30" percentile of the Benchmarking Peer Group due to his relatively short tenure in the Chief Executive Officer
position. and more significantly. the challenging economic environment. It is the Committee’s intention 10 increase
Mr. Johnson's salarv over time (0 a level that is at the 30* percentile of the Benchmarking Peer Group. For 2010. the
Comumnittee set Mr Johnson's MICP 1arget award opportunity at 83% of base salary. This target award was the same
as the target Mr Johnson had in 2007 after he assumed his new position. and represents a target award opportunity
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that is below the 30 percentile of market. The pavout of the 2010 MICP award was based on the extent to which
Mr Johnson achieved his performance goals. which were focused on the following general areas of Compan
success:

«  Delivering on fundamentals of safety. operational excellence and customer satisfaction.
+  Sturengthening nuclear performance through a fleet alignment initiative:

»  Achieving financial objectives and strengthening financial accountability and understanding
throughout the Company.

»  Managing capital projects and programs effectively:

«  Executing the energy-efficiency and emerging technology features of the Company 's Balanced
Solution Strategy:

»  Fostering a more constructive regulatory environment in Florida:
- Advocating effectively for achievable. affordable climate and renewable energy policies:

> Achieving sustainable internal efficiency improvements through the application of the Company s
Continuous Business Excellence ("CBE™) initiative. and

«  Demonstrating leadership behaviors that fully engage employees in executing our strategy and that
foster a positive culture of people. performance and excellence.

In recognition of his accomplishments during 2010. the Commitiee awarded Mr. Johnson an MICP payout
of $715.000, which is equal to 85% of Mr. Johnson's target award. The Committee considered. among other things.
Mr. Johnson's leadership in achieving ongoing EPS of $3.06 which was higher than the upper end of the Company’s
guidance range of $3.00 to $3.05; managing 21 major capital projects that collectively came in 6% under budget
for the vear-end: increasing renewable energy capacity. successfully applving CBE resulting in all business units.
except nuclear. holding operations and maintenance ("O&M™) expenses flat at 2009 levels. and guiding the strategic
direction of the Company that resulted in the execution of the Merger Agreement with Duke Energy. The Commnittee
also considered the Company 's challenges in the nuclear business unit. including higher than budgeted utility
non-fuel O&M related to unplanned nuclear outages at the Robinson Nuclear Plant. The Commutiee recognized
Mr. Johnson’s focus on improving nuclear fleet performance by strengthening the leadership of the entire generating
fleet and developing a comprehensive nuclear fleet renewal plan. The Commitiee also considered Mr. Johnson's
emphasis on specific leadership behaviors and expectations throughout the vear, which were comnmunicated 1o
the Company s management team in clear and direct terms. The Committee also noted Mr. Johnson's increasing
leadership in key national industry organizations. including frequent. direct engagement with policy makers and
regulators at the federal and state levels

With respect to his long-term incentive compensation during 2010. Mr. Johnson was granted 22.396
restricted stock units and 36.248 performance shares in accordance with his pre-established targets of 117% and
233%. respectively. of his base salary. The performance shares are earned based on performance over the three years
ending December 31. 2012, Additionally. 29.456 shares of the 2007 annual grant vested in 2010 and were paid out
at 123% of target. The total vear-over-yvear compensation to Mr. Johnson for 2010. as compared to 2009. as noted in
the ~Summary Compensation Table™ on page 47 of this Proxy Statement. was largely flat.
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Chief Financial Officer Compensation
Vark F- Mulhern

In March 2010. Mr Johnson recommended the Commitiee approve a markei-based adjustinent to
Mr Mulhern'’s base salary. The Committec approved a base salary of $450.000 for Mr. Mulhemn. representing a
3 9% increase to his previous salary of $423.000. The new base salary was set at 13.9% below the 50" percentile
of the Benchmarking Peer Group. Mr. Mulhern's base salary was established at this level due to his relatively short
tenure in the Chief Financial Officer position. and more significantly. the challenging economic environment. It is
the Commitiee’s intention to increase Mr. Mulhern’s salarv over time 1o a level that is at the 50 percentile of the
Benchmarking Peer Group.

For 2010. Mr Mulhern’s MICP {arget award was set at 55% of his base salarv. This target award is the
same target Mr. Mulhern bad 1n 2009 after he assumed the Chief Financial Officer position and represents a target
award opportunity that is below the 50" percentile of the market. Mr. Mulhern’s performance goals for 2010 focused
on the following general areas of Company success:

«  Achieving financial objectives:

+  Successfully communicating to the financial market modifications of financial goals that reflect
changes resulting from PEF regulatory outcomes:

»  Focusing on capital discipline and O&M expense management: and

«  Providing financial support for and ensuring strategic alignment of the Company’s Balanced Solution
Strategy

In recognition of his accomplishments in 2010 and on Mr Johnson’s recommendation. the Commiitee
awarded Mr. Mulhern an MICP payout of $205.000. which is equal to 84% of Mr. Mulhern’s target award. The
Committee considered. among other things. Mr. Mulhern's significant role in the Company achieving a 12.6%
shareholder return as of the end of the vear; implementation of an integrated strategic planning process including
appropriate focus on capital discipline. O&M expense management. and long-term workforce planning; supporting
a successful rate settlement for PEF requiring adaptation of the Company s financial plan to absorb no new cash
revenue during the settlement period: and negotiating and executing the Merger Agreement with Duke Energy. The
Cominittee also noted Mr. Mulhern’s leadership in coordinating the development of the financial components for the
Company s regulatory strategy and strategic scenaro planning,.

With respect to his long-term incentive compensation. in 2010. Mr. Mulhern was granted +4.809 restricted
stock units and 12.126 performance shares in accordance with his pre-established targets of 58% and 117%.
respectively. of base salarv. The performance shares are earned based on performance over the three years ending
December 31, 2012, Additionally. 7.13 1 shares of the 2007 annual grant vested in 2010 and were paid out at 125%
of target Mr Mulhern's compensation in 2010, as noted in the "Summary Compensation Table™ on page 47 of this
Proxy Statement. increased by 8 2% from the amount of total compensation he received in 2009. Jargely due to an
increase in his accrued pension benefits

Compensation of Other Named Executive Officers

For 2010. Mr Johnson recommended and the Committee approved no increases o the base salaries for
Messrs. Lyash. Yates. and McArthur.
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On Mr. Johnson's recommiendation. the Committee awarded Messrs. Lyvash. Yates. and McArthur 2010
MICP awards as described in the table below

Named Executive 2010 MICP | Percent of
Officer Award Target Explanation of Award

Jeffrev I Lyash £1935.000 8% Mr Lyash plaved a significant role in developing and
implementing a comprehensive nuclear fleet renewal
plan: accelerating the CBE initiative into nuclear
outages. improving performance of the Brunswick
Nuclear Plant: and mamitaining regulatory confidence
in the Company’s nuclear generation group’s

, leadership,
Llovd M. Yates $195.000 79% Mr Yates plaved a significant role in achieving the

successful financial and operational performance of
PEC which contributed to the Company achieving

its ongoing EPS goal. effectively managing PEC’s
O&M expenscs. particularly for nuclear outages and

in the supply chain business unit: and effectively
communicating the Company ‘s climate change policy
and Balanced Solution Strategy to external stakeholders
and industrial customers.

John R. McArthur $220.000 82% Mr. McArthur plaved a significant role in developing

a North Carolina legislative approach for 2011 to
support consistent regulated earnings and cost recovery
for nuclear investment. improving our business
planning process through better alignment and deeper
understanding of our business objectives and cost
drivers, achieving success in all clause recovery
dockets in Florida: recovering all fuel and efficiency
and renewable costs and incentives in North Carolina
and South Carolina: and negotiating and executing the
Merger Agreement with Duke Energy.

With respect to long-term compensation. in 2010 each of the other named executive officers received
annual grants of restricted stock units and perfonnance shares in accordance with their pre-established targets The
table below describes those grants.

Restricted
Stock Units Vesting in Performance
Named Executive 1/3 Increments in 2011, Shares
Officer 2012 and 2013 Vesting 2013
Jeffrev J Lyash 5.126 12.924
Llovd M. Yates 5.009 12782
John R. McArthur 5.522 13.923

Mr. Lyash’s total compensation as shown in the “Summary Compensation Table™ on page 47 of this Proxy
Statement decreased 10.6% from the amount of total compensation he received in 2009

Mr. Yates™ total compensation as shown in the “Summary Compensation Table™ on page 7 of this Proxy
Statement decreased 3.2% [rom the amount of total compensation he received in 2009

Mr. McArthur’s total compensation as shown in the "Summary Compensation Table™ on page 47 of this
Proxy Statement decreased 3 3% {rom the amount of total compensation he recened in 2009,
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IV. COMPENSATION COMMITTEE REPORT

The Committee has reviewed and discussed this CD&A with management as required by Item 402(b) of
Regulation S-K. Based on such review and discussions. the Commitiee recommended to the Company s Board of
Directors that the CD& A be included in this Proxy Statement.

Organization and Compensation Cominittee

E. Marie McKee. Chair

John D. Baker I

Harris E. DeL.oach. Jr

James B. Hyler. Jr

Robert W. Jones

Melquiades R. “Mel™ Martinez
John H Mullin. 1

Unless specifically stated otherwise in any of the Company’s filings under the Securities Act of 1933 or
the Securities Exchange Act of 1934, the foregoing Compensation Comumittee Report shall not be deemed soliciting
material. shall not be incorporated by reference into any such filings and shall not otherwise be deemed filed under
such Acts.



Case No. 2011-124
Staff-DR-01-031 (b) attachment
(Progress Energy)

Page 33 of 96

Prograss Eneryy Proxy Statement

SUMMARY COMPENSATION TABLE FOR 2010

The following Summary Compensation Table discloses the compensation during 2010 of our Chief

Executive Officer. €

hief Financial Officer. and the other three most highly paid executive officers who were

sening at the end of 2010 Additonally. column (h) is dependent upon actuarial assumptions for determining the
amounts included. A change in these actuarial assumptions would impact the 1 alues shown in this column. Where
appropriate. we have indicated the major assumptions in the footnote to column (h)

Change in

Pension Value
and
Nonqualified
Non-Equity Deferred
Name and Stock Option | Incentive Plan | Compensation All Other
Principal Salary! | Bonus|{ Awards® | Awards® | Compensation® Earnings® Compensation® Total
Position Year S) ($) (&3] (%) (&3] (%) (3 %)
(1) (b) () {d) (e) (n (2) (h) (i) §))
William D. Johnson. 2010 $990.000( N'A | $3.109.6067 — £713.000 $1.096.829 $316.031 | 56.227.487
Chairman. President and 20091 979.231 3.090.605 e 950.000 1.144.448 289.726 | 6.454.010
Chief Executive Officer” 20081 930.000 2.911.701 — 929.000 1.091.236 304,571 6.186.528
Mark F Mulhern, 20101 $443.269 1 N°A $667.916 e $205.000 $517.696 $77.672 | $1.911.553
Senior Vice President and | 20091 414231 635.990 e 225.000 369.822 102,137 1.767.180
Chief Financial Officer 2008 355.385 433,473 o 200.000 820,419 141.354| 1.950.631
JTefTren 1. Lyash. 20101 $453.000| N-A $711.892 e $195.000 $281.882 $102.290 | $1.744.064
Executive Vice President - | 20091 450,846 728.120 e 235,000 244.369 2920611 1.,950.396
Energy Supph 20081 432.885 612,952 — 225.000 323.904 140.812| 1.735.553
Llond M. Yates. President | 2010 | $448.0001 N'A $704.043 e $195.000 $342.925 $80.548 | $1.770.516
and Chief Executive 20091 445846 720.683 — 235.000 308.815 119432} 1.829.776
Officer. PEC 2008 | 429.231 612.952 — 210.000 777.983 1550421 2.185.208
John R. MeArthur. 2010 | $488.0001 N'A $766,911 — $220.000 $81.601 $92.677 1 $1.649.189
Executive Vice President. | 2009 | 485.846 780.070 — 250.000 74.001 116.381| 1.706.298
General Counsel and 2008 ] 459,423 571.390 — 250.000 46.028 137.336 | 1.464.377
Corporate Secretany

' Consists of base salary eamnings prior to (1) employee contributions to the Progress Energy 401(k) Savings & Stock

Onwnership Plan and (1) voluntary deferrals, if any, under the Management Deferred Compensation Plan. See “Deferred

Compensation” discussion in Part I of the CD&A. Salary adjustments, it deemed appropriate, generally oceur in March of each vear

*Includes the fair value of stock awards as of the grant date computed in accordance with Financial Accounting Standards
Board (“FASB™) Accounting Standards Codification (“ASC™) Topic 718. Assumptions made in the valuation of matenal stock
awards are discussed in Note 9 B. (o our consolidated financial statements for the vear ended December 31, 2010 The values
reflected for 2008 in colunns () and (j) are diflerent than origmally disclosed because these values represent the (air value of stock
awards as of the grant date rather than the expense related to equity awards for financial statement reporting purposes in accordance
with ASC Topic 718. Fair value of stock awards granted in 2010 and the maximum potential pavout for the performance shares
granted in 2010 are based on the March 16, 2010 closing stock price of $39 44 as shown 1 the table below:

2010 Stock Awards (column (¢)) AMaximum Potential
Grant Date Fair Value Pavout for Performance Shares
Restricted Performance Total Maximum Maximum
Name Stock Units Shares (column (e)) Percentage Value
William D. Johnson $891.186 $2.218.421 $3.109.607 200% $4.436.842
Mark F. Mulhern 189.667 478.249 667.916 200% 956.498
Jeffrev 1 Lvash 202,169 309,723 711.892 200% 1.019.446
Llovd M. Yates 199.921 504,122 704.043 200% 1.008.244
John R. McArthur 217.788 5349.123 766.911 200% 1.098.246

PWe ceased granting stock options in 2004, No additional expense remains with respect to our stock option program

“Ineludes the avwards given under the Management Incentuve Compensation Plan (MICP) for 2008, 2009 and

2010 performance
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*Includes the change in present value of the accrued benetit under Progress Enersy s Pension Plan. SERP. and/or
Restoration Plan where applicable The current incremental present values were determined using actuarial present value factors
as provided by our actuarial consultants, Buck Consultants. based on FAS mortalits assumptions post-age 63 and FAS discount
rates for the vears shown as follows

FAS Discount Rates
Restoration
Year Pension Plan SERP Retirement Plan
2010 3.50% 3.706% 3.00%
2009 5.95% 6.10% 3.45%
2008 6.30% 6.30% 6.25%

In-addition; it includes the above market eamnings on deferred compensation under the Deferred Compensation Plan
for Key Management Emplovees. The 1996-1999 Deterred Compensation Plan for Kev Management Employ ees provided a
fixed rate of retun of 10.0% on deferred amounts, which was 2 7% above the market interest rate of 7.3% at the time the plan
was frozen in 1996 The Deferred Compensation Plan for Kev Management Emplovees was discontinued m 2000 and replaced
with the Management Deferred Compensation Plan, which does not have a guaranteed rate of return. Named executive officers
who were participants in the 1996-1999 Deferred Compensation Plan for Kev Management Emplovees continue to receive plan
benelits with respect to amounts deferred prior to its discontinuance in 2000, The above market carnings under the Deferred
Compensation Plan for Key Management Emplovees are included in this column for Mr Johnson. Changes in the accrued benefit
under each plan for named executive ofticers are shown in the table below:

2010 Change in Pension Value and Nonqualified Deferred Compensation Earnings (column (h))
Above Market
Change in Change in Change in Eamings on Deferred Total
Name Pension Plan SERP Restoration Plan Compensation Plan (column (h))
William D. Johnson $80.055 $1.005.387 — $11.387 $1.096.829
Mark F. Mulhermn 57.308 460.388 — — 517.696
Jeffrey J. Lyash 60.279 221.603 — — 281.882
Llovd M. Yates 41.092 301.833 e — 342.925
John R. McArthur 41.256 o 40,345 n 81.601

 Includes the following items: Company match contributions under the Progress Energy 401(k) Savings & Stock
Ownership Plan; deferred credits under Management Deferred Compensation Plan (MDCP). perquisites. the Company’s pavment
of the FICA tax on the non-qualified retirement accrual and the tax gross-up on the imputed income of that tax payment. and
dividends paid under provisions of the Restricted Stock Award/Unit Plans. The total value of perquisites and personal benefits
received by Messrs. Mulhern and Yates was less than $10.000 each Thus, those amounts are excluded {rom this column. Named
executive officers were compensated for these items as follows:

2010 All Other Compensation (column (i))

Imputed
Company Deferred Perquisites Income
Contributions | Credits under | (detailed in and Tax Total

Name under 401(k) the MIDCP table below) | Gross-ups | Dividends | (column (i)
William D. Johnson $14.700 $44.700 $65.1451  $6.2011 $185.305] $316.05]
Mark F. Mulhermn 14.700 11.601 — 5.521 +45.850 77.672
Jeffrev J. Lyvash 14.700 12480 24012 315 30.784 102.291
Llovd M. Yates 14.700 12,180 — 3125 50.343 30.348
John R. McArthur 13.569 14.580 11.058 722 32,748 92.677
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Perquisites that exceed the greater of $23.000 or 10% of the total amount o perquisites and personal benelits for each officer
are quantified in Gre table below ~Other” perquisites include health club dues. spousal meals, spousal travel. Intemet and telecom
access, AD&D insurance. residential telephone, meals (family other than spouse), and registration {ee (family other than spouse)

2010 Perquisites (Component of column (i))

Spousal
Travel on
Luncheon Financial/Tax Home Corporate Total
Name Club Dues Planning Security Ajreraft® Other Perquisites
William D. Johnson $1.508 $7.500 $30.128 $20.228 $5.781 $65.145
Jeffrev J. Lyash 2.088 6.383 918 11.934 2.489 24.012
John R. McAithur 1.476 7.500 840 0 1.242 11.058

“Mr. Johnson did not receive additional compensation [or his service on the Board of Directors

* Executives” spouses may travel on the Company’s aircraft only to accompany executives on “business-related” events that
spouses are requested to attend
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GRANTS OF PLAN-BASED AWARDS

Estimated Estimated AH
Future Pavouts Under Future Payouts Under Other
Non-Equity Incentive Equity Incentive Stock
Plan Awards’ Plan Awards’ Awards: | Grant Date
Number | Fair Value
of Shares of Stock
of Stock | and Option
Grant Threshold | Target | Maximum | Threshold | Target | Maximum | or Units® Awards?
Name Date (H (&3] (&) (#) [t3] # (#) )
(1) (b) (<) (d) (e) (f) £:3] (h) (i) ()
\ICP
3411 $420.730 | $841.3001 $1.683.000
William D Johnson. Restricted
Chairman, President and Stock Units
Chief Executive Officer 316:10 22.596 $891.186
PSSP
316:10 28,1241 56.248 112.496 $2.21R.421
MICP
3411 $121.899| $243.7981 $487.596
Mark F. Mulhem, ;
Senior Vice President ‘Reslnc.le'd
and Chief Financial Stock Units
. 316 10 4.809 $189.667
Officer
PSSP
31610 6.063| 12.126 24.252 $478.249
MICP
341 $124.575 | $249.150| $498.300
Jeffrey J. Lyash. o
Executive Vice ‘Restru‘xe.d
President - Energy Stock Units
. g 3.16:10 3.126 $202.169
Supply
: PSSP
316°10 6,462 12.924 25.848 $309.723
MICP
3411 $123.2001 $246.400|  $492.800
Llovd M. Yates, Restricted
President and Chiefl Stock Units
Executive Officer. PEC 31610 5.069 $199.921
PSSP
316 10 6.391| 12.782 25.564 $304.122
MICP
John R. McArthur, 3411 $134.200 | $268.400| $536.800
Executive Vice Restricted
President. General Stock Units
Counsel and Corporate 31610 5,522 5217.788
Secretan PSSP
31610 6.962| 13923 27.846 $349.123

' The Management Incentive Compensation Plan is considered a non-equity incentive compensation plan Award
amounts are shown at threshold, target, and maximum levels. The target award is calculated using the 2010 eligible eamings
times the executive’s target percentage See target percentage in table on page 31 of the CD&A Threshold is calculated at 30% of
target and maximum is calculated at 200% of target. Actual award amounts paid are reflected in the Sununary of Compensation
Table under the “Non-Equity Incentive Plan Compensation” column

* Reflects the potential payouts in shares of the 2010 PSSP grants The grant size was calculated by muluplying the
executive's salary as of Tanuary 1. 2010, times his 2010 PSSP target and dividing by the December 31, 2009 closing stock price
ol $41 01 The Threshold column reflects the minimum pay ment level under our PSSP, which is 30% of the target amount shown
in the Target column. The amount shown in the maximum column is 200% of the target amount
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" Reflects the number of restricted stock units granted during 2010 under the 2007 Fquits Incentive Plan. The number
of shares granted was determined bv multiplving the executive’s salary as of January' 1. 2010, times his 2010 restricted stock
larget and dividing by the December 31, 2009, closing stock price of $41.01

" Refleuts the erant date fair value of the award based on the following assumptions Market value of restricted stock
granted on March 16, 2610, based on closing price of $39 44 per share, times the shares granted in column (i} Market value of
PSSP granted on March 16, 2010, based on closing stock price on March 16, 2010, of $39 44 times target number of shares in
column (g) The 2076 PSSP grant payout is expected to be 100% of target.
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DISCUSSION OF SUMMARY COMPENSATION TABLE AND GRANTS OF
PLAN-BASED AWARDS TAEBLE

EMPLOYMENTAGREEMENTS

In 2007. Messrs Johnson. Mulhern. Lyash. Yates and McArthur entered into emiployment agreements with
the Company or one of its subsidiaries. referred to collectively in this section as the “Company.” The emplovment
agreements replaced the previous emplovment agreements in effect for cach of these officers

The employment agreements provide for base salary. annual incentives. perquisites and participation in
the various executive compensation plans offered to our senior executives. Upon expiration. the agreements are
automatically extended by an additional vear on January 1 of each vear. We may elect not to extend an executive
officer’s agreement and must notify the officer of such an clection at least 60 davs prior to the automatic extension
date. Each emplovment agreement contains restrictive covenants imposing non-competition obligations. restricting
solicitation of emplovees and protecting our confidential information and trade secrets for specified periods if the
applicable officer is terminated without cause or othenvise becomes eligible for the benefits under the agreement.

Except for the application of previously granted vears of service credit to our post-employment health and
welfare plans as discussed below. the employment agreements do not affect the compensation. benefits or incentive
targets payvable to the applicable officers

With respect to Mr. Johnson. the Emplovment Agreement specifies that the vears of service credit we
previously granted to him for purposes of determining cligibility and benefits in the SERP will also be applicable
for purposes of determining eligibility and benefits in our post-employment health and welfare benefit plans
Mr. Johnson was awarded seven vears of deemed service toward the benefits and vesting requirements of the SERP.
However. as of 2008. Mr. Johnson reached the maximum service accrual and therefore benefit augmentation for
deemed service is $0. Three of those vears also were deemed to have been in service on the Senior Management
Committee for purposes of SERP eligibility

Each Emplovment Agreement provides that if the applicable officer is terminated without cause or
is constructively terminated (as defined in Paragraph 8(a)(i) of the agreement). then the officer will receive
(1) severance equal to 2.99 times the officer’s then-current base salarv and (i1) reimbursement for the costs of
continued coverage under certain of our health and welfare benefit plans for a period of up to 18 months
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OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

Option Awards’

Stock Awards

Equity
Incentive
Equity Plan
Incentive | Awards:
Plan Market or
Equity Awards: Payout
Incentive Number of | Value of
Plan Unearned | Unearned
Number Awards: Numberof| Market Shares, Shares,
of Number of Number of Shares or Value of Units or Units or
Securities Securities Securities Units of Shares or Other Other
Underlving | Underlying | Underlying Stock Units of Rights Rights
Unexercised | Unexercised | Unexcrcised | Option That Stock That That That
Options Options Unearned | Exercise | Option Have Not | Have Not | Have Not | Have Not
) #) Options Price | Expiration Vested Vested Vested Vested
Iixercisable | Unexercisable (#) (&) Date (#) » #) (%)
Name (a) (b) (c) (d) (e) N (e y @y Gy’
William D. Johnson.
Chairman. President
and Chief
Executive Officer e e e e e 72.248 1 3$3.141.343 112.869 | $4.907.526
NMark Fo Muthern,
Senior Vice President
and Chief Financial
Oflicer 7.000 — — 844.75]  9:30/2013 13,725 $683.723 20,733} $901.486
Jeffrev 1. Lyvash.
Executive Vice
President — Energy
Supply — — — — — 17.559 $5763,463 24.941| $1.084.416
Lloyd M. Yates.
President and Chief’
Executive Officer.
PEC - e — — — 17.454 $758.900 24.792 | $1.077.968
John R. McArthur.
Executive Vice
President. General
Counsel and
Corporate Secretary — — — — — 18.299 5795.641 25,178 | $1.094.716

! All outstanding stock options were vested as of December 31. 2006. The Company ceased granting stock options in 2004
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PROXY STATEMENT
* Consists ol ocutstanding restricted stock grants and restricted stock units as follows
Number of Shares or Units of Stock That Have Not Vested (column (gj}
William D. Mark F. Jeftrey J. Liovd M. John R.

Stock Award Vesting Date Johnson Mulhern Lyash Yaies McArthur
Restricted Stock March 14, 2011 5.534 1.167 1.367 1.367 1.667
Restricted Stock Units March 16. 2011 7.532 1.603 1.708 1.689 1.840
Restricted Stock Units March 17. 2011 9.297 1.868 2.139 2.135 2.329
Restricted Stock Units March 18, 2011 7.651 1.136 1.597 1.397 1.497
Restricted Stock Units March 20. 2011 +4.936 1.189 1.576 1.376 1.477
Restricted Stock Units March 16. 2012 7.332 1.603 1.709 1.690 1.841
Restricted Stock-Units March 17. 2012 17:298 4368 4.139 4,135 4.329
Restricted Stock Units March 20. 2012 1,936 1.188 1.575 1.575 1.478
Restricted Stock Units March 16, 2013 7.532 1.603 1.709 1.690 1.841
Total (column (g)) 72,248 15,725 17,559 17,454 18,299

F Market value of shares or units of stock that have not vested is based on a December 31, 2010, closing price of $43.48
per share

* The 2008 grant vests on January 1, 2011; the 2009 grant vests on January 1. 2012; and the 2010 grant vests on
January 1, 2013. Performance share value for the 2009 annual grant is expected to be at 0% of tareet while the 2008 annual grant
and 2010 annual grant are expected to be 100% of target The value m Column (}) 1s derived by multiplyving the shares (rounded
to the nearest whole share) times the December 31, 2010 closing stock price ($43.48). The ditlerence between the calculated
value and the noted value is attributable to fractional shares. See further discussion under “Performance Shares™ in Part 11 of the
CD&A. Outstanding performance shares for named execntive officers are shown i the table below

Number of Unearned Shares, Units or Other Rights That Have Not Vested (column (i)

William D. Mark F. Jeffrey J. | Llovd M. John R.
Stock Award Vesting Date Johnson Mutlhern Lyash Yates McArthur
Performance Shares January 1. 2011 54.125 8.069 11443 11443 10.637
Performance Shares January 1. 2012 0 0 0 0 0
Performance Shares January 1. 2013 38.744 12.664 13.498 13.349 14.541
Total (column (i)) 112,869 20,733 24,941 24,792 25,178
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OPTION EXERCISES AND STOCK VESTED

Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired Realized Acquired Realized
on Exercise | on Exercise | on Vesting on Vesting
Name (#) (8) #) (&)
(a) (b) (©) @ (ey
Wililam D. Johnson. — - 76448 $3.080.112
Chairman. President and Chief Executive Officer
Mark F. Mulhern. — — 26,504 $1.064.791
Senior Vice President and Chief Financial Officer
Jeffrey J. Lvash. — — 31.031 $1.248.972
Execulive Vice President — Energy Supply
Llovd M. Yates. — — 31.006 $1.247.986
President and Chief Executive Officer. PEC
John R. McArthur, — — 30632 $1.231.050
Executive Vice President, General Counsel and
Corporate Secretary

! Reflects the number of restricted stock shares. restricted stock units,

named executive officers as shown in the table below

and performance shares that vested in 2010 for

Number of Shares Acquired on Vesting (colummn (d))

Vesting William D. Mark F. Jeffrey J. Lloyd M. John R.
Stock Award Vesting Date Price Johnson Nulhern Lyash Yates McArthur

Performance Shares | January 1. 2010 ] $41.01 43.965 10.644 14.232 14.232 13.229
Restricted Stock March 14, 2010 | $38.60 5,533 1.167 1.367 1.367 1.667
Restricted Stock March 15, 2010 |  $38.60 5.067 o 1.100 1.100 1,434
Restricted Stock March 21. 2010 | $39.45 — 3.500 — — —
Restricted Stock Units | March 17,2010 | $39.44 9.297 1.868 2.159 2.134 2.328
Restricted Stock Units | March 18. 2010 $39.82 7.650 1.136 1.597 1.597 1.497
Restricted Stock Units | March 22, 2010 | $39.84 +4.936 8.189 10.576 10.576 10477

Total (column (d)) 76,448 26,504 31,031 31,006 30,632

* The value realized is the sum of the vested shares for each vesting date times the vesting price. Values realized on
vesting during 2010 for named executive oflicers are shown in the table below

Value Realized on Vesting (column (¢))

Vesting William D. Mark F. Jeffrey J. Lloyd M. John R.
Stock Award Vesting Date Price Johnson Mulhern Lyash Yates MeArthur

Performance Shares | January 1. 2010 | $41.01] $1.803.005] $436.510] $383.654| $383.654| S§542.521
Restricted Stock March 14 2010 | $38.60] $213.574 $45.046 $52.706 $52.766 $64.346
Restricted Stock March 15. 2010 | $38.60] $193.386 — $42.460 $42.460 $55.352
Restricted Stock March 21. 2010 | $39.45 — | $138.075 e — —
Restricted Stock Units | March 17. 2010 | $39.44 $366.67-4 $73.674 $85.15] $84.163 $91.816
Restricted Stock Units | March 18, 2010 | $39.82]  $304.623 $45.236 $63.393 $63.593 $59.611
Restricted Stock Units | March 22,2010 | $39.84]  $196.630] $326.250] S$421.348] $421348] §417.404

Total (column (e)) $3,080,1121 1,064,791 | S1,248,972| 51.247.986 | 51,231,050
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PENSION BENEFITS TABLE

General Counsel and
Corporate Secretary

Number of Present
Years Value of Payments
Credited | Accumulated |During Last
Service Benefit Fiscal Year
Name Plan Name #) (8) ($)
(a) )] © (@ (¢

William D. Johnson. Progress Encrgy Pension Plan 183 $528.633 $0
Chairman. President and Suppiemental Senior
Chief Executive Officer Executive Retirement Plai 25.3° $8.287.871° $0
Mark F. Mulhern. Progress Energy Pension Plan 14.8 $326.707 $0
Senior Vice President and Supplemental Senior
Chief Financial Officer Executive Retirement Plan 14.8 $1.605.155° $0
Jeffrey I Lyash, Progress Energy Pension Plan 17.6 $334.696 $0
Executive Vice President - Supplemental Senior
Energv Supply Executive Retirement Plan 17.6 $1.640.811° $0
Llovd M. Yates. Progress Energy Pension Plan 12.1 $198.700 $0
President and Chief Executive Supplemental Senior
Officer. PEC Executive Retirement Plan 12.1 $1.367.539° $0
John R. McArthur. Progress Energy Pension Plan 9.1 $192.479 $0
Executive Vice President. Restoration Retirement Plan 91 $162615 $0

! Actuarial present value factors as provided by our actuarial consultants, Buck Consultants, based on FAS mortality
assumptions post-age 63 and FAS discount rates as of December 31, 2010, for computation of accumulated benefit under the

Supplemental Senior Executive Retirement Plan and the Progress Energy Penston Plan were 5.70% and 5 50% respectively.
Additional details on the fonnulas for computing benefits under the Supplemental Senior Executive Retirement Plan and

Progress Energy Pension Plan can be found under the headings “Supplemental Senior Executive Retirement Plan™ and “Other

Broad-Based Benefits.” respectively. in the CD&A

* Includes seven vears of deemed service However, as of 2008, Mr. Johnson reached the maximum service accrual and
therefore benefit augmentation for deemed service 1s $0

* Based on an estimated annual benefit pavable at age 65 of $1.046,261

“ Based on an estimated annual benefit pay able at age 63 of $282,595

* Based on estimated annual benelit pay able at age 63 of $322.742

 Based on estimated annual benefit pavable at age 63 of $254.485
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v Proxy Statement

The table below shows the nonqualified deferred compensation for cach of the named executive officers
Information regarding details of the deferred compensation plans currently in effect can be found under the heading
“Delerred Compensation” in the CD&A on page 41 of this Proxy Statement In addition. the Deferred Compensation
Plan for Kev Management Emplovees is discussed in footnote 3 to the “Sununary Compensation Table ™

Aggregate Aggregate
Executive Registrant Earnings Aggregate Balance
Contributions | Contributions | in Last | Withdrawals/ at Last
in Last FY’ in Last FY? FY? Distributions FYE*
Name and Position %) $) 8) $) &)
() ®) (©) (&) (© H
William D. Johnson.
Chairman. President
and Chief Executive Officer $0 $44.700] $68.932° $0 $849.703
Mark F. Mulhern.
Senior Vice President and Chief
Financial Officer $22.163 $11.601| $20.715 ($147.094)¢ $233.261
Jeffrey 1. Lyash.
Executive Vice President —
Energy Supply $0 $12.480] $20.359 $0 $168.012
Llovd M. Yates.
President and Chief Executive
Officer. PEC $22.400 $12.180| $66.737 $0 $601.121
John R. McArthur, Executive
Vice President. General
Counsel and Corporate Secretary $73.200 $14.580| $29.600 $0 $301.215

' Reflects salary deferred under the Management Deferred Compensation Plan, which is reported as “Salan ™ in the
Summary Compensation Table. For 2010, named executive officers deferred the {ollowing percentages of their base salary: (1)
Mulhern - 5%: Yates — 5%: and McArthur - 15%

* Reflects registrant contributions under the Management Deferred Compensation Plan, which is reported as ~“Al Other
Compensation” in the Summary Compensation Table

* Includes aggregate eamings in the last fiscal vear under the following nonqualified plans: Management Incentive
Compensation Plan, Management Deferred Compensation Plan, Performance Share Sub-Plan, and Deferred Compensation Plan

for Kev Management Emplovees



Case No. 2011-124
Staff-DR-01-031 (b) attachment
(Progress Energy)
Page 64 of 96

FIneludes ecember 312010 balances under the following deferred compensation plans. Management Incentive
Compensation Plan. Performance Share Sub-Plan. Management Deferred Compensation Plan, and Deferred Compensation Plan
for Kev Management Lmploy ees Balances for named executive offices under each deferral plan are shovwn in the table below

Aggoregate Balance at Last FYE (coiumn (f))

Deferred
Management Management | Compensation
Deferred Incentive for Key Performance
Compensation | Compensation | Management Share Sub- Total
Name Pian Plan Employces Plan (column (1))

William D. Johnson $492.740 $77.712 $279.251 — $849.703
Mark F. Mulhern $116.631 $77.537 — $39.093 $233.261
Jeffrey J. Lvash $168.012 — — — $168.012
Llovd M. Yates $190.251 $121.356 — $289.514 $601.121

John R. McArthur

$301.215

$301.215

*Includes above market earnings of $11,387 under the Deferred Compensation Plan for Kev Management Emplovees,
which is reported as “Change in Pension Value and Nonqualified Deferred Compensation Earnings™ in the Sununary

Compensation Table

* Mr Mulhern received distributions from his Management Incentive Deferred Compensation Plan $84.465:
Management Delerred Compensation Plan. $0: and Performance Share Sub-Plan: $62.629
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CASH COMPENSATION AND VALUE OF VESTING EQUITY TABLE

o Proxy Statement

The following table shows the actual cash compensation and value of vesting equity received in 2010 by
the named executive officers. The Commitice believes that this table is important in order to distinguish between
the actual cash and vested value received by each named exccutive officer as opposed to the grant date fair value of
equity awards as shown in the Summary Compensation Table

Name and
Position

Base
Salary

(a)’

Annual
Incentive
(paid in
2010)
(by

Deferred
Compensation
under
MDCP and
AMICP
ey

Restricted
Stock /
Units
Vesting

@)

Performance
Shares
Vesting

()

Restricted
Stock /
Uinit
Dividends

(n°

Stock
Options
Vesting

(g)

Perquisite

()’

Tax
Gross-
ups
Gy

Total

William D
Johnson.
Chatrman.
President
and Chiel
LExecutive
Officer

$990.000

$950.000

(%3]
<=

$1.277.107

51.803.005

$185.305

&5
(=
L
J
by

56,201

$5.276.763

Mark F
Mulhemn,
Senior Vice
President
and Chief
Financial
Officer

$443.269

$225.000

522.163

$628.280

$436.510

$45.850

$8.408

¥
O
N
ko

$1.792.838

Jeffrev ]
Lyash.
Executive
Vice
President -
Energy
Supply

$453.000

$235.000

$

fe

3665.318

il

550.784

$24.012

[
o]
—
[

$2.012,083

Liovd M
Yates,
President
and Chief
Lxecutive
Officer, PEC

$448.000

i1
w

235,000

522,400

3664.332

&
o
Lol
(5]
[
o
i

o
in
=4
in
o
b

$59.874

%)
el
tJ
v

$1.994.

tn
[

8

John R.
MecArthur.
Executive
Vice
President.
General
Counsel and
Corporate
Secretary

S488.000

$230.000

$73.200

5688.

o

29

o
n
2N
I
h
1]
—

$52.748

S0

S1L.058

$722

52.033.578

! Consists of the total 2010 base salary earnings prior to (i) employee contributions to the Progress Energy 401(K)
Savings & Stock Ownership Plan and (1) voluntary deferrals, if applicable, under the Management Deferred Compensation Plan
(MDCP) shown m column (¢)

* Awards given under the Management Incentive Compensation Plan (MICP) attributable to Plan Year 2009 and paid

m 2010

* Consists of amounts deferred under the MDCP and the MICP These deferral amounts are part of Base Pav and/or
Annual Incentive and therefore are not included in the Total column
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“ Reflects the value of restricted stock and restricted stock units vesting in 2016 The value of the restricted stock
was calculated using the opening stock price for Progress Fnergy Common Stock three davs prior to the day vesting occurred.
The value of the restricted stock units was calculated using the closing stock price for Progress Energy Common Stock on the
business dav prier to when vesting occurred

! Reflects the value of performance shares vesting on January 1. 2016, The value of the 2007 performance share units
were caleulated using the closing stock price for Progress Energy Commion Stock on the business day prior to when distribution
occurred

¢ Reflects dividends and dividend equivalents paid as the result of outstanding restricted stock or restricted stock units
held i Company Plan accounts

* Reflects the value of anv stock options vesting in 2010 Since we ceased granting stock options under our Incentive
Plans in 2004, all outstanding options had fully vested by 2006

$ Reflects the value of all perquisites provided during 2010 For a complete listing of the perquisites, see the “Executive
Perquisites™ section of the “Flements of Compensation’” discussion of the CD&A on page 40 of this Proxy Statement Perquisite
details for each named executive oflicer are discussed in the Summary Compensation Table footnotes

? Reflects the Company’s pavment of the Medicare portion of the FICA tax on the non-qualilied retirement accrual and
the tax gross-up on the imputed income of that tax pavment provided during 2010
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POTENTIAL PAYMENTS UPON TERMINATION
William D. Johnson, Chairman, President and Chief Executive Officer

- Proxy Statement

Involuntary
Inveluntarn or Good
Not tor Reason
Voluntary Farly Cause For Caunse | Termination
Termination | Retirement' | Termination | Termination (C1ey” Disability Death
&) (5) (3) (5) &)} S) (%)

Compensation

Base Salanv—-8990.000° S0 SO $2.960.100 SO $5.712.500 $594.060 S0

Annual Incentive? 30 $715.000 S0 S0 S$841.500 $715.000 S715.000
Long-term Incentives:
Performance Shares (PSSPY

2008 PSSP Grant 30 $2.353.332 50 SO $2.353.332] $2.353.332| S$2.353.332

2009 PSSP Grant 30 50 50 SO| $2.692.674 S0 $1.795.116

2010 PSSP Grant 50 $851.398 50 SO| §2.554.194 $851.398 $851.398
Restricted Stock Units®

2007 RSU Grant 30 $362.188 30 50 3:429.235 $5429.235 3429235

2008 RSU Grant 30 $304.925 S0 S0 $332.665 $332.665 $332.663

2009 RSU Grant S0 $792.466 S0 SO 51,136.351 $1.156.351| S$1.156.351

2010 RSU Grant 50 35450.322 30 30 $982.474 50 50
Restricted Stock®

2006 RS Grant 50 $240.618 S0 50 $240.618 $240.618 3240.618
Benefits and Perquisites

Incremental Nonqualitied Pension’ 30 30 S0 30 50 30 30

Deferred Compensation® $849.703 $849.703 $849.703 $849.703 $849.703 $849.703 3849.703

Post-retirement Health Care® 30 S0 $24.682 50 548.396 50 S0

Executive AD&D Proceeds’ 50 50 30 50 30 $500.000 $500.000

280G Tax Gross-up!! 30 S0 30 SO1 $5488.512 50 SO
TOTAL $849.703 $6,919,952 | 33,834,485 $849,703 | $23.682,154] 8§8,022.302| §9,223.418

! Mr. Johnson became eligible for early retirement at age 535 in January 2009. Theretore, under the voluntary termination
and involuntary not for cause termination scenarios, Mr. Johnson would be treated as having met the early retirement criteria under
the Equity Incentive Plan and would be paid out under the early retirement provisions of that plan. Mr. Johnson is not eligible for

normal retirement

* There is no provision for payment of salary under voluntary termination, early retirement, for cause termination or
death. In the event of involuntary not for cause tenmination, the salary continuation provision of Mr. Johnson's employvment
agreement requires a severance equal to 2.99 times his then current base salary ($§990.000) pavable in equal mstallments over a
period of 2.99 vears. In the event of involuntary or good reason termination (CIC). the maximum benefit allowed under the cash
pavment provision of the Management Change-in-Control Plan equals three times the sum of amual salary plus average MICP
award for the three vears prior (($990,000 + $914.167) % 3) In the event of a long-term disability, Mr Tohnson would receive
60% of base salary during the period of his disability, offset by anv Social Security benefits and Progress Energy Pension Plan
pavments The long-term disability payment as shown in the table above represents an annual amount before offsets

* There is no provision for pavment of amual incentive under voluntary termination, mvoluntary not for cause
termination, or for cause termination. In the event of involuntary or good reason termination {(CIC), Mr Johnson would receive
100% of his target award under the Annual Cash Incentive Compensation Plan provisions of the Management Change-in-Control
Plan. calculated as 83% times $990.000 In the event of early retirement. death or disability, Mr. Johnson would receive a pro-rata
incentive award for the period worked during the vear For December 31. 2010, this 15 based on the {ull award. For 2010, Mr
Johnson's MICF award was $713.000

* Amounts shown for performance shares are based on a December 31. 2010, closing price of 343 48 per share. Unvested
performance shares would be forfeited under for cause termination. Voluntary termination and involuntan not for cause termination
are not applicable See tootnote 1 In the event of early retirement or disabilitv. a pro rata percentage of perfonmance shares would vest
based upon the period of emplovment during the performance measurement period and the extent that the performance factors are
satisfied. In the event of inveluntary or good reason termination (C1C), unvested performance shares vest as of the date of Management
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Change-in-Control and paymient is made based upon the target value of the avard. In the event of death, the 2008 perfonmance shares
would vest 0% and be paid in an amount using performance tactors determined at the time of e event For the 2009 and 2010
performance grants, a pro-rata pavment would be made based upon the target value of the avward and time in the plan

* Amounts shown for restricted stock units are based on a December 31, 2010, closing price of $43 48 per share
For a detailed description of ouwtstanding restricted stock units. see the “Outstanding Equity Awards at Fiscal Year-End Table ™
Unvested units would be forfeited under for cause termination. Voluntany termination and mvoluntany not for cause termination
are not applicable. See footnote 1. In the event of early retirement. Mr. Johnson would receive a pro-rata percentage of all
unvested units, based upon the number of full months elapsed between the grant date and the date of early retirement. In the event
of mvoluntary or good reason termination (CIC), all outstanding restricted stock units would vest immediately. Upon death or
disability, all outstanding restricted stock units that are more than one vear past their grant date would vest innmediately  Shares
that are less than one s ear past their grant date would be lorfeited. Mr. Johnson would immediately vest restricted stock units
granted in 2007, 2008, and 2009, and would forfeit restricted stock units granted in 2010).

* Amounts shown for restricted stock shares are based on a Deceniber 31, 2010, closing price of $43 48 per share Tora
detailed description of outstanding restricted stock shares, see “Outstanding Equity Awards at Fiscal Year-End Table © Unvested
shares would be forfeited under voluntary termination, mvoluntary not for cause termination, or for cause termination In the
event of early retirement, all outstanding shares mav vest at the Committee’s discretion. In the event of involuntany or good
reason termination (CIC), all outstanding shares would vest immediately. Upon death or disability, all outstanding restricted
stock shares that are more than one vear past their grant date would vest immediately. Shares that are less than one v ear past their
grant date would be forfeited. All of Mr. Jolmson’s restricted stock grant dates are bevond the one-vear threshold: therefore, all
outstanding restricted stock shares would vest immediately

" No accelerated vesting or mcremental nonqualified pension benelit applies under any of these scenarios. Mr
Johnson was vested under the SERP as of December 31, 2010, so there 1s no incremental value due to accelerated vesting under
involuntary or good reason tenuination (CIC). For a detailed description of the accumulated SERP benefit and estimated annual
benelit payable at age 65, see “Pension Benefits Table " In the event of early retirement, Mr Johnson would receive a 2.3%
decrease in his accrued SERP benefit for each vear that he is vounger than age 63

$ All outstanding deferred compensation balances will be paid immediately following termination, subject to IRC
Section 409(a) regulations, under volhmtary termination, early retirenient, involuntary not for cause termination, for cause
tenmination, mvoluntary or good reason termination (CIC), death and disability. Unvested MICP deferral premiums would be
forfeited. Mr. Johnson would forfeit $0 of unvested deferred MICP premiums

* No post-retirement health care benefits apply under voluntany termination, for cause tenmmnation, death or disability
In the event of early retirement, Mr. Johnson would receive no additional benefits above what all full-time, nonbargaining
emplovees would recerve. Under involuntary not for cause termination, Mr Johnson would be reimbursed for 18 months of
COBRA preniiums at $1,371 .22 per month as provided in his employment agreement. In the event ol involuntary or good reason
termination (CIC), the Management Change-in-Control Plan provides for Company-paid medical, dental and vision coverage in
the same plan Mr. Johnson was participating in prior to termination lor 36 months at $1,344 33 per month.

" Mr. Johnson would be eligible to receive $300.000 proceeds from the executive AD&D policy

M Upon a change in control, the Management Change-mn-Control Plan provides for the Company to pay all excise taxes
under IRC Section 280G plus applicable gross-up amounts for Mr JTohnson Under IRC Section 280G. Mr. Johnson would be
subject to excise tax on $10,222.093 of excess parachute payments above his base amount. Those excess parachute pay ments
result in $2.044.419 of excise taxes, $3,363,647 of tax gross-ups, and $78.446 of emplover Medicare tax related to the excise
tax pavment. As discussed above, in connection with the merger with Duke Energy., Duke Energy. Diamond Acquisition
Corporation and Mr. Johnson executed a term sheel pursuant to which the parties agreed to enter into an employvment agreement
upon conswmmation of the merger. Pursuant to the term sheet, if Mr Johnson is involuntarihy terminated without “cause’™ or
resigns for “good reason” following, but prior to the second anniversary of. the consummation of the merger. 1o tax gross-up will
be provided

I* See “Management Change-in-Control Plan — Application of the CIC Plan and Other Compensation Related
Consequernces of the Proposed Merger with Duke Eniergs 7 on pages 38 through 39 above lor a discussion regarding
“involuntary™ or “good reason” termination following the merger with Duke Fnergy
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POTENTIAL PAYMENTS UPON TERMINATION

Involuntary
Involuntary or Good
Not for Reason
Voluntary Early Cause For Cause | Termination
Termination | Retirement | Termination | Termination (I Disability Death
&) (53 (S) S) (&) (&) 5)

Compensation

Base Salarv-—8450.000 50 S0 $1.345.500 50 51.393.000 $270.000 50

Armnual ncentive” 50 S0 S0 S0 5247500 $205.000 $205.000
Long-term Incentives:
Perfornncs Shares (PSSP

2008 PSSP Grant 30 50 50 50 $350.850 $350.850 $350.850

2009 PSSP Grant 30 50 50 30 $547.978 30 3365319

2010 PSSP Grant 50 S0 S0 S0 $350.636 $183.543 $183.545
Restricted Stock Units®

2007 RSU Grant 50 30 50 $0 $103.352 $103,352 $103.352

2008 RSU Grant 50 50 S0 50 549.393 $49.393 $549.393

2009 RSU Grant S0 50 50 50 $5271.141 $271.141 $27]1.141

2010 RSU Grant $0 30 30 50 $209.093 50 S0
Restricted Stock®

2006 RS Grant 30 50 S0 S0 $50.741 $30.741 $50.741
Benefits and Perquisites

Incremental Nonqualified Pension® 50 30 $0 30 S0 30 50

Deferred Compensation’ $233.262 $0 $233.262 $233.262 $233.262 $233.262 $233.262

Post-retirement Health Care® 30 30 $15.249 50 $519.934 30 30

Executive AD&D Proceeds’ S0 30 30 30 50 $500.000 $500.000

280G Tax Gross-up'® 30 50 50 30 3$1.141.872 30 50
TOTAL $233,262 50 $1,594,011 $233,262| $5170,754| §2,217.284| §$2,312.603

! There is no provision for payment of salary under voluntary termination, for cause termination or death. Mr. Mulhern
is not eligible for early retirement or normal retirement. In the event of involuntary not for cause termination, the salary
continuation provision ol Mr. Mulhem's emplovment agreement requires a severance equal (o 2 99 times his then current
base salanv ($450,000) payable in equal installments over a period of 2 99 vears. In the event of involuntary or good reason
termination (CIC), the maximum benelit allowed under the cash payment provision of the Management Change-in-Control Plan
equals two times the sum of annual salary plus annual target MICP award (($450,000 + $247.500) x 2). In the event ol a long-
term disability, Mr. Mulhern would receive 60% of base salary during the period of his disability, offset by anv Social Security
benelits and Progress Fnergy Pension Plan pavments. The long-tenm disability pavment as shown in the table above represents an
annual amount before offsets

*There 1s no provision [or payment of annual incentive under voluntary termination, mvoluntary not for cause
termination. or for cause termination Mr Mulhem is not eligible for earls retirement or normal retirement. In the event of
involuntan or good reason termination (C1C), Mr Mulhern would recerve 100% of his target award under the Annual Cash
fncentive Compensation Plan provisions of the Management Change-in-Control Plan, calculated as 33% times $4 50,000 In the
event of death or disabilitv, Mr Mulhern would receive a pro-rata incentive award for the period worked during the year. For
December 31. 2010, this is based on the full award. For 2010, Mr Muthem’s MICP award was $203.000

* Amounts shown for performance shares are based on a December 31. 2010, closing price of $43.48 per share Unvested
performance shares would be forfeited under voluntary termination. inveluntars not for cause temunation. or for cause termination.
Mr Mulhem is not eligible for earls retirement or normal retirement. In the event of mvoluntany or good reason termmation (CIC),
unvested performance shares vest as o the date of Management Change-in-Control and pavment is made based upon the target value
of the award In the event of disability. a pro rata percentage of performance shares would vest based upon the period of emplovment
during the perfonmance measurement period and the extent that the performance factors are satistied. In the event of death. the 2008
performance shares would vest [00% and be paid in an amount using performance factors determined at the time of the event. For
the 2009 and 2010 performance grants. the target value of the award would be paid based upon time i the plan
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* Amounts shown for restricted stock units are based on a December 31. 2010, closmg prive of $43 48 per share
For a detailed description of outstanding restricted stock umits, see the “Outstanding Lquity Awards at Fiscal Year-find Table ™
Unvested resuricted stock units would be forfeited under voluntany termination, iy oluntan not for cause ermination. or for
cause tenmination. Mr. Muthem 1s not eligible for earlv retirement or normal retirement. In the event of mvoluntary or good
reason termination (CIC), all outstanding restricted stock wnts would vest inunediately Upon death or disabilits . all outstanding
restricted stock units that are more than one v ear past their grant date would vest immediately . Shares that are fess than one vear
past their grant date would be forfeited. Mr. Mulhen would immediatelv vest restricted stock units granted in 2007 2008, and
2009 and would forfeit restricted stock umits granted in 2010

* Amounts shown for restricted stock shares are based on a December 31, 2010, closing price of $43 48 per share
For a detatled description of outstandimg restricted stock shares, see the ~“Outstanding Equity Awards at Fiscal Year-End Table.”
Unvested restricted stock would be forfeited under voluntany termination, involuntany not lor cause tennination, or for cause
termination. Mr. Mulhem is not eligible for early retirement or normal retirement. In the event ol involuntary or good reason
termination (CIC), all outstanding restricted stock shares would vest immediately Upon death or disability; all outstanding
restricted stock shares that are more than one vear past their grant date would vest immediately. Shares that are less than one
vear past their grant date would be forfeited. All of Mr Mulhern'’s restricted stock grant dates are beyvond the one-vear threshold.
therefore, all outstanding restricted stock shares would vest immediately

¢ No accelerated vesting or imcremental nonqualified pension beneflt applies under any of these scenarios. Mr Mulhern
was vested under the SERP as of December 31, 2010, so there is no incremental value due to accelerated vesting under
involuntary or good reason termination (CIC).

" All outstanding deferred compensation balances will be paid inumediately {ollowing termination. subject to IRC
Section 409(a) regulations, under voluntary termination, involuntarv not for cause lermination, for cause termination, involuntan
or good reason termination (CIC), death and disability. Mr. Mulhem is not eligible for early retirement or normal retirement
Unvested MICP deferral premiums would be forfeited Mr Mulhern would forteit $0 of unvested deferred MICP premiums.

$ No post-retirement health care benefits apply under voluntary termination, for cause termination, death or disability
Mr. Mulhern is not eligible for early retirement or normal retirement. Under involuntary not for cause termination, Mr. Mulhem
would be reimbursed for 18 months of COBRA premiums at $847.18 per month as provided in his employment agreement. In
the event of involuntary or good reason termination (CIC), the Management Change-in-Control Plan provides for Company-paid
medical, dental and vision coverage in the same plan Mr. Mulhern was participating in prior to termination for 24 months at
$830.57 per month.

* Mr. Mulhern would be eligible to receive $300,000 proceeds from the executive AD&D policy

1 Upon a change in control, the Management Change-in-Control Plan provides for the Company to pav all excise taxes
under IRC Section 280G plus applicable gross-up amounts for Mr. Muthem. Under IRC Section 280G, Mr. Mulhern would be
subject to excise tax on $2,126,683 of excess parachute pavments above his base amount Those excess parachute pay ments result
in $4235,337 of excise taxes, $700.2135 of tax gross-ups, and $16.320 of emplover Medicare tax related to the excise tax payment

' See “Management Change-in-Control Plan — Apphication of the CIC Plan and Other Compensation Related
Consequences of the Proposed Merger with Duke Energy ™ on pages 38 through 39 above for a discussion regarding
“involuntan™ or “good reason’” termination following the merger with Duke Energy
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POTENTIAL PAYMENTS UPON TERMINATION
Jefirey J. Lyash, Executive Vice President — Energy Supply

Progress En

azragy Proxy Statement

Involuntary
Involuntary or Good
Not for Reason
Voluntary Early Cause For Cause | Termination
Termination | Retirement | Termination | Termination [(N (o Disability Death
) ) (S) (&) (%) (&) (S

Compensation

Base Salarv—=S8453.000! S0 S0 $1.354.470 S0 82.106.450 $271.800 S0

Annual Incentive’ S0 S0 S0 50 $5249.130 $193.000 $1935.000
Long-term Incentives:
Performance Shares (PSSP)

2008 PSSP Grant 50 S0 S0 30 54975444 $497.344 $497.544

2009 PSSP Grant S0 S0 50 30 $633.343 S0 $422.230

2010 PSSP Grant S0 S0 S0 50 $5586.872 $195.624 $193.624
Restricted Stock Units*

2007 RSU Grant 50 30 50 50 $137.003 $137.003 $137.005

2008 RSU Grant 50 3() 30 50 $69.438 $569.438 $69.438

2009 RSU Grant S0 50 50 30 $274.707 $274.707 $274.707

2010 RSU Grant S0 50 S0 30 $222.878 50 50
Restricted Stock®

2006 RS Grant 30 50 50 30 $59.437 $39.437 539,437
Benefits and Perquisites

Incremental Nonqualified Pension® 50 50 50 $0 50 50 30

Deferred Compensation” $5168.012 S0 $168.012 $168.012 3168.012 $168.012 $168.012

Post-retirement Health Care® S0 30 $517.420 30 $34.158 30 30

Executive AD&D Proceeds’ 350 30 30 30 30 $500.000 $500.000

280G Tax Gross-up*® 50 50 30 50§  $1.565.051 50 $0
TOTAL $168,012 $0|  $1,539,902 $168,012] 56,604,047 $2.368,567| $2,518.997

! There is no provision tor pavment of salary under voluntary termination, {or cause termination or death. Mr. Lyash
is not eligible for early retirement or normal retirement. In the event of involuntary not for cause tenmination, the salary
continuation provision of Mr. Lvash’s emplovment agreement requires a severance equal to 2.99 times his then current
base salarv ($453,000) pavable in equal mstallments over a period of 2.99 vears. In the event of involuntary or good reason
termination (CIC), the maximum benefit allowed under the cash payment provision of the Management Change-in-Control
Plan equals three times the sum of annual salary plus annual target MICP award (($453,000 + $249.150) x 3). In the event of a
long-term disability, Mr Lvash would receive 60% of base salary during the period of his disability, offset by any Social Security
benefits and Progress Energy Pension Plan pavments. The long-term disability payment as shown in the table above represents an
annual amount before offsets.

> There is no provision {or paviment of annual incentive under voluntary termination, mvoluntary not for cause
termination, or for cause termination. Mr. Ly ash is not eligible for early retirement or normal retirement In the event of
involuntary or good reason termination (CIC), Mr. Lyvash would receive 100% of his target award nnder the Annual Cash
Incentive Compensation Plan provisions of the Management Change-mn-Control Plan. calculated as 533% timnes $433.000 In
the event of death or disabilits, Mr. Lyvash would receive a pro-rata incentive award for the period worked during the s ear. For
December 31. 2010, this is based on the full award. For 2010, Mr. Lvash’s MICP award was $193.000

* Amounts shown for performance shares are based on a December 31, 2010, closing price of $43 48 per share Unvested
performance shares would be forfeited under voluntary temmination. mvoeluntan not for cause termination, of for cause tenmination.
Mr Lyash is not eligible for early retirement or normal retirement. In the event of inveluntary or good reason termination (CIC),
unvested performance shares vest as of the date of Management Change-in-Control and pay ment 1s made based upen the target value
of the avard. In the event of disability. a pro rata percentage of performance shares would vest based upon the period of emplovment
during the performance measurement period and the extent that the performance factors are satistied. In the event of death. the 2008
performance shares would vest 100% and be paid in an amount using performance tactors determined at the time of the event. For
the 2009 and 2010 performance grants. the target value of the award would be paid based upon time in the plan.
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“ Amounts shown for restricted stock units are based on a December 31, 2010, closing price of $43.48 per share
For a detailed description of outstanding restricted stock units, see the ~Outstanding Equity Awards at Fiscal Year-Fnd Table ™
Unvested restricted stock units would be lorfeited under voluntary termination, imvoluntary not for cause termination, or for
cause lermination. Mr Liyash is not eligible for early retirement or normal retirement. In the event of involuntany or good reason
termination { CIC), all outstanding restricted stock wunits would vest unmediatels. Upon death or disability, all outstanding
restricted stock units that are more than one vear past their grant date would vest immediately. Shares that are less than one v ear
past their grant date would be lorfeited Mr Lyash would immediately vest restricted stock units granted in 2007, 2008, and 2009:
and would forteit restricted stock units granted in 2010
* Amounts shown for restricted stock shares are based on a December 31, 2010, closing price of $43 48 per share
For a detailed description of outstanding restricted stock shares, see the “Outstanding Equity Awards at Fiscal Year-End Table ™
Unvested restricted stock would be forfeited under voluntary termination, involuntany not for cause tenmination, or for cause
tenmination. Mr. Lyvash is not eligible for early retirement or normal retirement. In the event ol involuntary or good reason
termination (CIC), all sutstanding restricted stock shares would vestinmmediately: Upon death or disability; all outstanding
restricted stock shares that are more than one vear past their grant date would vest immediately. Shares that are less than one
vear past their grant date would be forfeited All of Mr. Lvash’s restricted stock grant dates are beyvond the one-vear threshold,
therefore, all outstanding restricted stock shares would vest immediately

¢ No accelerated vesting or incremental nonqualified pension benefit applies under any of these scenarios. Mr Lyash
was vested under the SERP as of December 31, 2010, so there i1s no incremental value due to accelerated vesting under
mvoluntary or good reason termination (CIC)

" All outstanding deferred compensation balances will be paid immediately following termination, subject to IRC
Section 409(a) regulations, under voluntary termination, involuntary not for cause lermination, for cause termination, involuntary
or good reason termination (CIC), death and disability. Mr. Lvash 1s not eligible for early retirement or nonmal retirement.
Unvested MICP deferral premiums would be forfeited. Mr. Lvash would forleit $0 of unvested deferred MICP premiums

¥ No post-retirement health care benefits apply under voluntary termination, for cause termination, death or disability
Mr. Lyvash is not eligible for early retirement or normal retirement. Under involuntary not for cause termination, Mr. Lvash
would be reimbursed for 18 months of COBRA premiums at $967 80 per month as provided in his employment agreement. In
the event of involuntary or good reason termination (CIC), the Management Change-in-Control Plan provides for Company-
paid medical, dental and vision coverage in the same plan Mr. Lvash was participating in prior to tenmination for 36 months at
$948.83 per month

" Mr Lyash would be eligible to receive $500.000 proceeds from the executive AD&D policy

""Upon a change in control, the Management Change-in-Control Plan provides for the Compamy to pav all excise taxes
under IRC Section 280G plus applicable gross-up amounts for Mr. Lyvash. Under IRC Section 280G, Mr. Lyvash would be subject
1o excise tax on $2.914.834 of excess parachute pavments above his base amount. Those excess parachute payments result in
$382.967 of excise taxes, $939.715 of tax gross-ups, and $22.369 of emplover Medicare tax related to the excise tax pavment.

I See “Management Change-in-Control Plan ~ Application of the CIC Plan and Other Compensation Related
Consequences of the Proposed Merger with Duke Energy™ on pages 38 through 39 above for a discussion regarding
“involuntars ™ or “good reason’ termination following the merger with Duke Fnergy
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POTENTIAL PAYMENTS UPON TERMINATION

Llovd M. Yates, President and Chief Executive Officer, PEC

v Proxy Statement

Involuntary
Involuntary or Good
Not for Reason
Voluntary Early Cause For Cause | Termination
Termination | Retirement | Termination | Termination (CICH" Disability Death
) (5) (3) (S) (3) (3 (5)

Compensation

Base Salarv— 5448000 St S0 $51.339.520 S0 $2.083.200 S268.800 S0

Annual Incentive” S SO N 50 3246.400 $195.000 $5193.000
Long-term Incentives:
Performance Shares (PSSP)

2008 PSSP Grant S0 50 S0 50 3497.544 5497544 $5497.544

2009 PSSP Grant S0 SO S0 50 $626.219 50 5417.479

2010 PSSP Grant 50 S0 50 50 $580.424 $193.475 $193.475
Restricted Stoeck Units*

2007 RSU Grant S0 S0 50 30 $137.005 $137.003 $137.005

2008 RSU Grant S0 30 50 30 $69.438 $69.438 $69.438

2009 RSU Grant 50 50 50 30 $272.620 $272.620 $5272.620

2010 RSU Grant 50 50 30 30 $220.400 50 50
Restricted Stock®

2006 RS Grant S0 S0 $0 30 $59.437 $59.437 $39.437
Benefits and Perquisites

Incremental Nonqualified Pension® 30 50 50 50 50 50 50

Deferred Compensation’ $5601.121 S0 5601121 $601.121 3601.121 $5601.121 $601.121

Post-retirement Health Care® 30 50 524,682 $0 $48.396 30 30

Executive AD&D Proceeds’ 30 30 S0 $0 30 $500.000 $300.000

280G Tax Gross-up*® 50 50 $0 S0 $1.554.752 30 30
TOTAL $601,121 50 51,965,323 $601,121 ]  $6,996,956 | $2,794,4401 $2.943,119

' There is no provision for pavment of salarv under voluntary termination, for cause termination or death. Mr. Yates
is not eligible for early retirement or normal retirement In the event of involuntary not for cause termination, the salary
continuation provision of Mr. Yates’ emplovment agreement requires a severance equal to 2 99 times his then current base salary
($448,000) pavable in equal mstallments over a period ol 2.99 vears. In the event of involuntary or good reason termination
(CIC), the maximum benefit allowed under the cash pay ment provision of the Management Change-in-Control Plan equals three
times the sunm of annual salary plus annual target MICP award (($448.000 + $246.400) x 3). It the event of a long-term disability,
Mr Yates would receive 60% of base salans during the period of his disability, offset by any Social Security benefits and Progress
Inerey Pension Plan pay ments. The long-term disability payment as shown in the table above represents an annual amount
before oflsets

“There is no provision for payment of annual incentive under voluntary termination, mvoluntan not for cause
termination, or for cause termination. Mr. Yates is not eligible for early retirement or normal retirement. In the event of
involuntan or good reason termination (CI1C ). Mr. Yates would receive 100% of his target award under the Annual Cash
Incentive Compensation Plan provisions of the Management Change-in-Control Plan, calculated as 53% times $448,000 In
the event of death or disabilits, Mr Yates would receive a pro-rata incentive avward for the period worked during the vear For
December 31, 2010 this is based on the full award For 2010, Mr Yates” MICP award was $193.000

* Amounts shown for perfonmance shares are based on a December 31. 2010. closing price of $43.48 per share
Unvested performance shares would be forfeited under voluntany termination, involuntan net for cause temunation. or for
cause lermination. Mr Yates is not eligible for early retirement or normal retirement. In the event of involuntary or good reason
termination (CIC). unvested performance shares vest as of the date of Management Change-in-Control and payvment is made
based upon the target value of the award In the event of disabilin. a pro rata percentage of performance shares would vest and
the extent that the performance factors are satisfied In the event of death. the 2008 performance shares would vest 100% and be
paid in an amount using perfonmartce factors detenmined at the time of the event For the 2009 and 2010 performance grants. the
target value of the award would be paid based upon time m the plan
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* Amounts shown for restricted stock units are based on a December 31, 2010, closing price of 343 48 per share
Fora detailed description of outstanding restricted stock units, see the “Outstanding Equity Awards at Fiscal Year-End Table ™
Uinvested restricted stock units would he forfeited under voluntary termination. voluntan not for cause termmation. or for
cause fermination Mr. Yates 1s not eligible for earhy retirement or normal retirement. In the event of involuntan or good reason
termination (CIC ), all outstanding restricted stock units would vest immediately. Upon death or disabilits . all outstanding
restricted stock units that are more than one vear past their grant date would vest immediately. Shares that are less than one year
past their grant date would be forfeited Mr Yates would immediately vest restricted stock units granted in 2007, 2008, and 2609:
and would forteit restricted stock units granted m 2010

* Amounts shown for restricted stock shares are based on a December 31, 2010, closing price of $43 48 per share
For a detailed description of outstanding restricted stock shares, see the “Outstanding Equits Awards at Fiscal Year-End Table ™
Unvested restricted stock would be forfeited under voluntary termination, involuntary not for cause termination, or for cause
tenmination. Mr. Yates is not eligible for early retirement or normal retirement. In the event ol involuntary or good reason
termination (CICY, all outstanding restricted stock shares would vest immediately Upon deatlror disability; all outstanding
restricted stock shares that are more than one vear past their grant date would vest inumediately Shares that are less than one veur
past their grant date would be forfeited All of Mr. Yates' restricted stock grant dates are bey ond the one-vear threshold: therefore,
all outstanding restricted stock shares would vest immediately

“No accelerated vesting or incremental nonqualified pension benelit applies under any of these scenarios. Mr Yates
was vested under the SERP as of December 31, 2010, so there is no incremental value due to accelerated vesting under
mvoluntary or good reason termination (C1C)

" All outstanding deferred compensation balances will be paid immediately following termination, subject to IRC
Section 409(a) regulations, under voluntary termination, mvoluntary not for cause termination, for cause termination, involuntary
or good reason termination (CIC), death and disability. Mr. Yates is not eligible for early retirement or normal retirement
Unvested MICP deferral premiums would be forfeited. Mr. Yates would forfeit $0 ol unvested deferred MICP premiums

$ No post-retirement health care benefits apply under voluntary termination, for cause termination, death or disabiliny
Mr Yates is not eligible for earlv retirement or nonnal retirement. Under involuniary not for cause termination, Mr. Yates
would be reimbursed for 18 months of COBRA premiums at $1,371.22 per month as provided m s emplovment agreement.
In the event of involuntary or good reason tenuination (CIC), the Management Change-in-Control Plan provides for Company -
paid medical, dental and vision coverage in the same plan Mr. Yates was participaling in prior to termination {or 36 months at
$1,344 33 per month

* Mr Yates would be eligible to receive $300,000 proceeds from the executive AD&D policy

1 Upon a change in control, the Management Change-in-Control Plan provides for the Company to payv all excise taxes
under IRC Section 280G plus applicable gross-up amounts for Mr. Yates. Under IRC Section 280G, Mr. Yates would be subject
to excise tax on $2,895.632 of excess parachute payments above his base amount Those excess parachute pavments result in
$579.130 of excise taxes, $933 400 of tax gross-ups, and $22,222 of emplover Medicare tax related to the excise tax pay ment

" See “Management Change-in-Control Plan — Application of the CIC Plan and Other Compensation Related
Consequences of the Proposed Merger with Duke Energy™ on pages 38 through 39 above for a discussion regarding
“involuntan " or “good reason’” termination following the merger with Duke Energy
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POTENTIAL PAYMENTS UPON TERMINATION
John R. McArthur, Executive Vice President, General Counsel and Corporate Secretary

Involuntary
Involuntary or Good
Not for Reason
Voluntary Farly Cause For Cause | Termination
Termination | Retirement | Termination | Termination (C1Cn Disability Death
) &) ) (s) (%) (&) S)

Compensation

Base Salanv— S48&. 000 S0 SO $1.439.120 S $2.269.2001  $5292.800 S0

Annual Incentive® S0 S0 SO S0 $268.400] 8220000 S$220.000
Long-term Incentives:
Perforniance Shares (PSSP

2008 PSSP Grant 30 50 S0 50 $462.480 ] 84624801 $462.480

2009 PSSP Gramt S0 30 S0 S0 $683.179 SO $453.453

2010 PSSP Grant $0 50 SO S0 $632.237 $210.746 $210,746
Restricted Stock Units*

2007 RSU Grant 30 50 S0 S0 $128.4831 S$128.4831 S$128.483

2008 RSU Grant 30 $0 S0 S0 $65.090 $63.090 $63.090

2009 RSU Gramt 30 $0 50 50 $5289.490 |  $289.490 | $289.490

2010 RSU Grant 30 50 $0 50 $240.097 S0 30
Restricted Stock®

2006 RS Grant 50 50 50 50 572,481 $72.481 $72.481
Benefits and Perquisites

Incremental Nonqualified Pension® 30 50 50 $0]  $1.483.339 50 30

Deferred Compensation’ $301.215 30 $301.213 $301.215 $301.215| $301.215| $301.215

Post-retirement Health Care® 50 50 $16.626 50 $32.399 S0 50

Executive AD&D Proceeds’ 30 50 30 50 $01  S300.000] $500.000

280G Tax Gross-up'® $0 50 $0 S0 $2.347.525 50 S0
TOTAL $301,215 301 $1,776.961 $301,215]  $9.275,815] 82,542,785 | $2,705.438

" There is no provision for payment of salary under voluntary termination, for cause termination or death. Mr. McArthur
is not eligible for early retirement or normal retirement. In the event of involuntary not for cause termination, the salan
continuation provision of Mr. McArthur's emplovment agreement requires a severance equal to 2.99 times his then current
base salary ($488,000) pavable in equal installments over a period of 2.99 vears In the event of involuntary or good reason
termination (CIC), the maximum benefit allowed under the cash paviment provision of the Management Change-in-Control Plan
equals three times the sum of annual salarv plus annual target MICP award (($488.000 + $268,400) x 3). In the event of a long-
term disabilitv, Mr McArthur would receive 60% of base salary during the period of his disability, offset by anv Social Security
benelits and Progress Energy Pension Plan paviments. The long-term disability pavment as shown in the table above represents an
annual amount before offsets

* There 1s no proviston [or paviment of annual incentive under voluntary temmination, involuntary not for cause
termination. or for cause termination. Mr McArthur is not eligible for earh retirement or nomial retirement. In the event of
mvoluntany or good reason termination (CIC). Mr. McArthur would receive 100% of his target bonus under the Annual Cash
Incentive Compensation Plan provisions of the Management Change-in-Control Plan, calculated as 53% times $488,000. In the
event of death or disabilitv, Mr. McArthur would receive a pro-rata incentive award for the period worked during the vear. For
December 31, 2010, this is based on the full award. For 2010, Mr. McArthur's MICP award was $220.006

* Amounts shown for performance shares are based on a December 31. 2010, closing price of $43 48 per share. Unvested
perlormance shares would be {orfeited under voluntany ternunation. involuntans not for cause termination, or for cause ternunation.
Mr. McArthur is not eligible for early retiremient or normal retirement. In the event of involuntary or good reason tenmmation (CIC L
unvested performance shares vest as of the date of Management Chinge-m-Control and pavment is made based upon the target value
of the award In the event of disability, a pro rata percentage ol pertormance shares would vest based upon the period of employ ment
during performance measurement period and the extent that the performance factors are satisfied. In the event of death. the 2008
performance shares would vest 100% and be paid 1 an amount using performance factors determined at the time of the event For
the 2004 and 2010 performance gramts. the target value of the award would be paid based upon time 1n the plan
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“ Amounts shown for restricted stock units are based on a December 31, 2010, ¢losing price ol $43 48 per share
For a detailed description of outstanding restricted stock units, see the ~Outstanding Equity Awards at Fiscal Year-Fnd Table”
Unyested restricted stock units would be {orfeited under volumtary termination. inveluntan not for cause termination. or for
cause termination. Mr. McArthur is not eligible for early retirement or nommal retrement I the event of imvoluntar or good
reason termination (C1C), all outstanding restricted stock units would vest immediately. Upon death or disalilite. all outstanding
restricted stock units that are more than one vear past their grant date would vest immediately Shares that are less than one year
past their grant date would be forfetted. Mr McArthur would immediately vest restricted stock units granted m 2007 2008, and
2009 and would forfeit restricted stock units granted in 2010

* Amounts shown for restricted stock shares are based on a December 31. 2010, closing price of $43 48 per share
For a detailed description of outstanding restricted stock shares, see the ~“Outstanding Equity Awards at Fiscal Year-Fnd Table ™
Unvested restricted stock would be forfeited under voluntany termination, involuntan not for cause termunation. or lor cause
termination. Mr. McArthur is not elizible for early retirement or normal retirement Inn the event of involuntany or good reason
termination (CIC); all sutstanding restricted stock shares would vest inunediatelv Upon death or disability; all outstanding
restricted stock shares that are more than one vear past their grant date would vest immediately. Shares that are less than one vear
past their grant date would be forfeited. All of Mr. McArthur’s restricted stock grant dates are bey ond the one-vear threshold,
therefore, all outstanding restricted stock shares would vest immediately

¢ Mr. McArthur was not vested under the SERP as of December 31. 2010, so this is the incremental value due to
accelerated vesting under involuntary or good reason termination (CIC). No accelerated vesting or incremental nonqualified
pension benefit apphies under any other scenario above

“All outstanding deferred compensation balances will be paid inumediatelv following termination, subject to IRC
Section 409(a) regulations, under voluntary termination, mvoluniary not for cause termination, for cause termination, involuntary
or good reason termination (CIC), death and disability. Mr. McArthur s not eligible for early retirement or normal retirement
Unvested MICP deferral premiums would be forfeited. Mr McArthur would forfeit $0 of unvested deferred MICP premiums

$ No post-retirement health care benetits apply under voluntary termination, for cause termination, death or
disability. Mr. McArthur is not eligible for early retirement or normal retirement. Under involuntary not for cause termination,
Mr. McArthur would be reimbursed for 18 months of COBRA premiums at $923 64 per month as provided in his emplovment
agreement In the event of involuntary or good reason termination (C1C), the Management Change-in-Control Plan provides for
Company-paid medical, dental and vision coverage in the same plan Mr. McArthur was participating in prior to termination for
36 months at $903.33 per month

? Mr McArthur would be eligible to receive $300,000 proceeds from the executive AD&D policy.

" Upon a change in control, the Management Change-in-Control Plan provides for the Compam to pay all excise taxes
under IRC Section 280G plus applicable gross-up amounts for Mr. McArthur. Under IRC Section 280G, Mr. McArthur would
be subject to excise tax on $4,372.154 of excess parachute payments above his base amount. Those excess parachute pavments
result in $874.431 of excise taxes, $1.439,541 of tax gross-ups, and $33.333 of employ er Medicare tax related to the excise
tax pavment

' See “Management Change-in-Coutrol Plan — Application of the CIC Plan and Cther Compensation Related
Consequences of the Proposed Merger with Duke Energy ™ on pages 38 through 39 above for a discussion regarding
“mvoluntan T or “good reason” termination [ollowing the merger with Duke LEnergy
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PIRECTOR COMPENSATION

ss Enaryy Proxy Statement

The following includes the required table and related narrative detailing the compensation cach director
received for his or her services in 2010

Change in
Pension Value

and
Fees Non-Equity | Nonqualified
Earned Incentive Deferred
or Paid in| Stock | Option Plan Compensation All Other
Cash’ | Awards’ | Awards | Compensation Earnings | Compensation®| Total
Name (8) () (8) (%) ®) (8) (3
€)) )] (c) (d) (e 0] (2) (h)

John D. Baker II $93,500| $60.000 — — — $20.581]$174.081
Jamies E. Bostic. Jr. $93.500( $60.000 — - — $112.696$266.196
Harris E Deloach. Jr| $103.500{ $60.000 — — — $89.058 | $252.558
James B. Hvler. Jr. $93.5001 $60.000 P — — $23.881{$177.381
Robert W. Jones $103.500| $60.000 — — — $66.6071$230.107
W. Steven Jones $93.500| $60.000 — — — $104.240]$257.740
Melquiades R.

“Mel” Marlinez $78.188 $0 — — — $2.424( $80.612
E. Marie McKee $107.000] $60.000 — — — $214.542|$381.542
John H. Mullin, 111 $108.500! $60.000 — — — $168.2441$336.744
Charles W. Prvor. Jr. $93.500( $60.000 — — — $35.787($189.287
Carlos A. Saladrigas $93.500| $60.000 — — — $92.831($246,331
Theresa M. Stone $107.000| $60.000 — — — $90.827|%$257.827
Alfred C. Tollison. Jr. | $101.500] $60.000 - — — $86.944 | $248. 444

I Reflects the annual retainer plus any Board or Committee fees eamed in 2010 Amounts may have been paid in cash
or deferred into the Non-Emplovee Director Deferred Compensation Plan.

* Reflects the grant date lair value of awards granted under the Non-Employ ee Director Stock Unit Plan in 2010. The
assumptions made in the valuation of awards granted pursuant to the Non-Employee Director Stock Unit Plan are not addressed
in our consolidated financial statements, footnotes to our consolidated financial statements or in Management’s Discussion and
Analysis because the Director Plan is immaterial to our consolidated financial statements. As a liability plan under FASB ASC
Topic 718, the fair value of the Director Plan is re-measured at each financial statement date The grant date fair value for each
stock unit granted to each director on Januan 4, 2010 was $40.93. The numbers of stock units outstanding in the Non-Emplovee
Director Stock Unit Plan as of December 31, 2010 for each Director listed above are shown in the table in footnote 3 below
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5 fncludes the following items The dellar value of dividend reinvestnients and unit appreciation/depreciation accrued
under the Non-Fmplovee Director Stock Tinit Plan: and dividend reinvestments and unit appreciation/depreciation accrued under
the Non-Emplovee Director Deferred Compensation Plan The dollar values of dividend reinvestments and unit appreciation for
each Director listed above are it the table helow The total value of the perquisites and personal benefits received by each director
was less than $10.000. Thus, those amourits are excluded from this column The numbers of stock units outstanding in the Non-
Employ ee Director Deferred Compensation Plan as of December 31. 2010 for cach Director listed above are in the table below

Non-Employee Director
stock Unit Plan

Non-Employee Director
Deferred Compensation Plan

Stock Units

Dividend Reinvestments
and Unit Appreciation/
Depreciation in column

Stock Units

Dividend Reinvestments
and Unit A ppreciation/
Depreciation in column

Outstanding as of (2) Outstanding as of ()
Dee. 31,2010 (%) Dec. 31, 2010 (&) Total

Name (see footnote 2 above) | (see footnote 3 above) | (see footnote 3 above) | (see footnote 3 above) | (column (g))
John D. Baker II 1.355 57.619 3.153 $12,962 $20.581]
James E. Bostic, Jr. 10,462 550,586 13.104 $62.110 $5112.696
Harris E. DeLoach. Ir 6.255 $30.290 12.698 $58.768 $89.058
James B. Hyler. Jr. 3.227 515.684 1.849 $8.197 523.881
Robert W, Jones 4.739 $22.978 9.560 $43,629 $66.607
W. Steven Jones 7.856 $38.013 14,195 $66.227 5104240
Melquiades R.
“Mel” Martinez 0 S0 633 $2.424 $2.424
E. Marie McKee 13,449 $64.994 31.151 $149,548 5214,542
John H. Mullin, 11 13,968 567.498 21,034 $100.746 $168.244
Charles W. Prvor. Ir 4.739 $22.978 2.805 $12.809 $35.787
Carlos A. Saladrigas 11.502 $55.603 7.867 $37.228 $92.831
Theresa M. Stone 7.856 $38.013 11.098 $52.814 $90.827
Alfred C. Tollison. Jr. 6.255 $30.290 12.250 $56.654 $86.944
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DISCUSSION OF DIRECTOR COMPENSATION TABLE

RETAINER AND MEETING FEES

During 2010, Directors who were not employees of the Company received an annual retainer of $80.000.
of which $30.000 was automatically deferred under the Non-Employee Director Deferred Compensation Plan (see
below) The Lead Director/Chair of the following Board Committces recen ed an additional retainer of $13.000
Audit and Corporate Performance Committee: Governance Committee: and Orgamzation and Compensation
Committee. The Chair of each of the following standing Board Committees received an additional retainer of
$10.000: Finance Committee and Operations and Nuclear Oversight Committee. The nonchair members of the
following standing Board Comimittees received an additional retainer of $7.500: Audit and Corporate Performance
Committee and Organization and Compensation Committee. The nonchair members of the following standing
Board Committees received an additional retainer of $6.000: Governance Committee: Finance Comumnittee; and
Operations and Nuclear Oversight Committee. In addition. a special meeting fee of $1.500 was paid to members
of ihe Operations and Nuclear Oversight Committee in the January 1. 2011 retainer. The special meeting was held
on September 13. 2010. and the special meeting fee was approved by the Governance Committee on December 7.
2010. The Nuclear Oversight Director received an additional retainer of $8.000. The Chair of the Nuclear Project
Oversight Committee receives an attendance fee of $2.000 per meeting held by that Committee. Additionally. each
member of the Nuclear Project Oversight Committee receives an attendance fee of $1.500 per meeting held by
that Committee. Directors who are not emplovees of the Company received a fec of $1.500 per meeting. paid with
the next quarterly retainer. for noncustomary meetings or reviews of the Company s operations that are approved
by the Governance Committee. Directors who are emplovees of our Company do not receive an annual retainer
or atlendance fees. All Directors are reimbursed for expenses incidental to their service as Directors. Committee
positions held by the Directors are discussed in the “Board Committees™ section of this Proxy Statement

Effective January 1. 2011. the cash component of the annual retainer was increased by $25.000. The annual
retainer is now $105.000. of which $30.000 will be automatically deferred under the Non-Emplovee Director
Deferred Compensation Plan (see below)

The Non-Employee Director Stock Unit Plan provides that each Director will receive an annual grant of
stock units that is equivalent to $60,000

NON-EMPLOYEE DIRECTOR DEFERRED COMPENSATION PLAN

In addition to $30.000 from the annual retainer that 1s automatically deferred. outside Directors may elect
to defer any portion of the remainder of their annual retainer and Board attendance fees until after the termination
of their service on the Board under the Non-Emplovee Director Deferred Compensation Plan. Any deferred {ees are
deemed to be invested in a number of units of Common Stock of the Company. but participating Direclors receive
no equity interest or voting rights in any shares of the Common Stock. The number of units credited to the account
of a participaling Director is equal to the dollar amount of the deferred fees divided by the average of the high
and low selling prices (i c.. market value) of the Common Stock on the day the deferred fees would otherwise be
pavable to the participating Director The number of units in each account is adjusted {rom time o time to reflect the
pavient of dividends on the number of shares of Cormmon Stock represcented by the units Unless othenwise agreed
to by the participant and the Board. when the participant cecases 1o be a member of the Board of Directors. he or
she will receive cash equal to the market value of a share of the Company’s Comimon Stock on the date of payvment
multiplied by the number of units credited to the participant’s account.
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NON-EMPLOYEE DIRECTOR STOCK UNIT PLAN

Effective January 1. 1998, we established the Non-Employee Director Stock Unit Plan ("Stock Unit
Plan™) The Stock Unit Plan provides for an annual grant of stock units equivalent to $60.000 (o each non-employee
Director Each unit is equal in economic vajue to one share of the Company s Commion Stock. but does not represent
an cquity Interest or entitle its holder to vote The number of units is adjusted {rom time to time to reflect the
pavment of dividends with respect to the Common Stock of the Company. Effective January 1. 2007, a Director
shall be fully vested at all times in the stock units credited to his or her account

OTHER CGMPENSATION

Directors are eligible to receive certain perquisites, including tickets to various cultural arts and sporting

events. which are de minimis in value. Each retiring Director also receives a gift valued at approximately $1.300 in
appreciation for his/her service on the Board.

We charge Directors with imputed income in connection with (1) their travel on Company aircraft for non-
Company related purposes and (ii) their spouses’ travel on Company aircraft.
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EQUITY COMPENSATION PLAN INFORMATION
as of December 31, 2010

(a)
Number of
securities to
be issued upon
exercise of

(b)

Weighted-average

{c)
Number of
securities
remaining available
for future issuance
under cquity
compensation plans

cutstanding exercise price of {excluding
options, outstanding securitics
warrants and options, reflected in column
Plan category rights warrants and rights {a))

security holders

Equity compensation plans approved by

4.309.620 $44.08 5.570.969

Equity compensation plans not approved by
sccurity holders N/A N/A N/A
Total 4.309.620 $44.08 5.5370.969

Column (a) includes stock options outstanding, outstanding performance units assuming maximum payoutl
potential, and outstanding restricted stock umits.

Column (b) includes only the weighted-average exercise price of outstanding options

Column (¢) includes reduction for unissued. outstanding performance units assuming maximum payout
potential and unissued. outstanding restricted stock units. and issued restricted stock
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PROPOSAL 2—ADVISORY (NONBINDING) VOTE ON
EXECUTIVE COMPENSATION

Section 951 of the Dodd-Frank Wall Street Reform and Consumer Protection Act ("the Dodd-Frank
Act’) requires that companies seck a nonbinding sharchelder vote to approve the compensation package of their
named executive officers ("NEQs™). as disclosed in the annual proxy statement. On January 25. 2011 the SEC
adopted final rules to implement the provisions of the Dodd-Frank Act that relate to shareholder approval of
executive compensation arrangements. This proposal. cominonly known as a “sav-on-pay” proposal. gives yvou as a
shareholder the opportunity to express vour views on the Company s executive compensation program

The advisory vote on executive compensation is a nonbinding vote on the compensation of the Company s
NEOs. as described in the Compensation Discussion and Analysis section. the tabular disclosure regarding such
compensation and the accompanying narrative disclosure set forthrinthis Proxy-Statement The advisoryvote is not
a vole on the compensation of the Company s Board of Directors or the Company’s compensation policies as they
relate to risk management. Your vote will not directly affect or othenwise limit any existing compensation or award
arrangements of any of our NEOs. Your vote is advisory and is not binding on the Board of Directors:. however.
the Compensation Committee of the Board will take the outcome of the vote into account when considering future
executive compensation arrangements.

The Company s executive compensation philosophy is designed to provide competitive compensation
consistent with keyv principles we believe are critical to our long-term success. The Company is commitied to
providing an executive compensation program that aligns our management team’s interests with shareholders’
expectations of earnings per share growth and a competitive dividend vield. effectively compensates our
management team for actual performance over the short- and long-term: rewards operating performance results that
are sustainable and caonsistent with reliable and efficient electric service; attracts and retains an expernenced and
effective managemeni team. motivates and rewards our management team to produce growth and performance for
our shareholders that are sustainable. consistent with prudent risk-taking and based on sound corporate governance
practices; and provides market competitive levels of target (i.e.. opporfunity) compensation.

We urge vou to consider the following highlights of our 2010 executive compensation program in
connection with vour vole on this proposal’

+  The Company delivered total shareholder return for 2010 and annualized total shareholder return
for the three-vears ending December 31. 2010 that were between the median of the total shareholder
returns of the Company 's Benchmarking and Performance Share Sub-Plan Peer Group

+  Qur Chiefl Executive Officer’s total compensation is largely flat since 2008 (+0 6% (the first full year
he was in the position) and decreased 3.5% from the amount of total compensation he received in 2009,

s Met our conunitment to our customers to prove safe. reliable and competitively priced electric service

«  The Company reporied ongoing earnings for 2010 of $889 million. or $3 06 per share. compared to
$846 million. or $3.03 per share. in 2009.

+ Qur NEOs target (i e.. opportunity) total compensation levels were approximately 23% below the 50™
percentile of our benchmarking peer group.

s We continue to provide onlv minimal execuii e perquisites (only those prevalent in the marketplace
and that are conducive to promoting our desired business cutcomes). No lax gross-ups were made on
any perquisites

»  All of our NEOs currently meet or exceed the Company s market competitive exccutive stock
ownership guidelines.
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Paviments under the Management Incentive Compensation Plan and the Performance Share Sub-Plan
are based on the achievement of multiple performance factors that we believe drnve shareholder value.

We continue to strongly believe in a pav-for-performance culture. In 2010. a significant portion of our
NEOs’ compensation (80% for the CEO and 68% for the other NEOs) was performance-based.

The Compensation Comumnittee made a number of its decisions in consideration of the challenging
economic environment Those decisions included no increases to the CEO’s and the other NEOs” base
salaries other than one market-based adjustment and a 20% reduction in the annual grant of Restricted
Stock Units

«  The Company will adopt a compensation recoupment policy that will. at a minimum. comply with
the-final-rules issued under the Dodd-Frank Act. Pursuant-to.the- Dodd-Frank Act. in the.event.the
Company is required to prepare an accounting restatement due to material non-compliance with
financial reporting requirements under the U S. securities laws. the Company would be required to
recover compensation regardless of whether the executive officers covered by the recoupment policy
engaged in misconduct or otherwise caused or contributed 1o the requirement for restatement.

« Our CEO has agreed that if he is involuntarily terminated without “cause™ or resigns for “good reason”
on or prior to the second anniversary of the completion of the proposed merger with Duke Energy
Corporation. he will not receive a tax gross-up for any of his excise tax obligation (as disclosed above
on page 38).

See pages 29 to 45 of this Proxy Statement for more information regarding these elements of our executive
compensation program and decisions.

FOR THESE REASONS, THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE
SHAREHOLDERS VOTE, ON AN ADVISORY BASIS, “FOR” THE FOLLOWING RESOLUTION:

RESOLVED, THAT OUR SHAREHOLDERS APPROVE, ON AN ADVISORY BASIS, THE
COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS, AS DISCLGSED IN THE
COMPENSATION DISCUSSION AND ANALYSIS, THE COMPENSATION TABLES AND ANY
RELATED DISCUSSION CONTAINED IN THIS PROXY STATEMENT.
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PROPOSAL 3—ADVISORY (NONBINDING) VOTE ON THE FREGQUENCY
OF SHAREHOLDER VOTES ON EXECUTIVE COMPENSATION

In addition to the advisorv vole on executive compensation. the Dodd-Frank Act and the SEC rules require
companics to seek a nonbinding shareholder vote 1o advise whether the sav-on-pav vote should occur every one. tivo
or three years. Sharcholders also have the option to abstain from voting on the matter

The Board of Directors has determined that an annual advisory vote on exccutive compensation is the best
approach for the Company. In making its determination. the Board was influenced by the fact that the compensation
of our named executive officers (' NEOs™) is evaluated. adjusied and approved on an annual basis. The Board
believes that our shareholders” sentiment should be a factor that the Compensation Commitice and the Board
should consider as part of the annual compensation review and determination process. An annual advisony vote on

exectitive compensation will enable our shareholdersto provide us with direct input regarding our compensation
philosophy. policies and practices as disclosed in the proxy statement every vear

You may cast your vote by choosing the option of one vear. two vears. three vears. or abstain from voting in
response to the resolution set forth below:

“RESOLVED. that the option of once every vear. two vears. or three years that receives the highest number
of votes cast will be determined to be the preferred frequency with which the Company is to hold an advisory
voie by sharcholders to approve the compensation of our NEOs. as disclosed in the Compensation Discussion
and Analysis section. the compensation tables and any related discussion contained in our annual meeting proxy
statement.”

The option of one vear. two vears or three vears that receives the highest number of votes cast will be the
frequency of the vote on the compensation of our NEOs that has been approved by our shareholders on an advisory
basis. Although the vote is nonbinding. our Board of Directors will take the outcome of the vote into account when
making future decisions about the Company's executive compensation policies and procedures

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE, ON AN ADVISORY BASIS,
FOR THE OPTION OF “1 YEAR” AS THE FREQUENCY WITH WHICH SHAREHOLDERS ARE
PROVIDED AN ADVISORY VOTE ON EXECUTIVE COMPENSATION.
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REPORT OF THE AUDIT AND CORPORATE
PERFORMANCE COMMITTEE

The Audit and Corporate Performance Committee of the Companyv's Board of Directors (the ~Audit
Committee™) has revicwed and discussed the audited financial statements of the Company for the fiscal vear ended
December 31. 2010, with the Company s management and with Deloitte & Touche LLP. the Company’s independent
registered public accounting firm. The Audit Committee discussed with Deloitte & Touche LLP the matters required
to be discussed by Statement on Auditing Standards No. 114, as amended (AICPA. Professional Standards. Vol.

1 AU Section 380) as adopted by the Public Company Accounting Oversight Board in Rule 3200T. by the SEC's
Regulation S-X. Rule 2-07. and by the NYSE's Corporate Governance Rules. as may be modified. amended or
supplemented.

The Audit Committee hias received the written disclosures and the letter from Deloitte & Touche LLP
required by applicable requirements of the Public Company Accounting Oversight Board regarding the independent
accountant’s communication with the Audit Committee concerning independence and has discussed with Deloitie &
Touche LLP its independence.

Based upon the review and discussions noted above. the Audit Committee recomumended to the Board of
Directors that the Company s audited financial statements be included in the Company s Annual Report on Form
10-K for the fiscal vear ended December 31. 2010. for filing with the SEC

Audit and Corporate Performance Committee

Theresa M. Stone. Chair
James E. Bostic. Jr

W Steven Jones
Charles W. Prvor. Jr.
Carlos A. Saladngas
Alfred C Tollison. Jr.

Unless specifically stated otherwise in any of the Company s filings under the Securities Act of 1933 or
the Securities Exchange Act of 1934. the foregoing Report of the Audit Committee shall not be incorporated by
reference into anv such filings and shall not otherwise be deemed filed under such Acts.
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DISCLOSURE OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM'S FEES

The Audit Committee has actis elv monitored all services provided by its independent registcred public
accounting firm. Deloitte & Touche LLP. the member firms of Deloitte & Touche Tohmatsu. and their respective
affiliates (collectively. "Deloitte”) and the relationship between audit and non-audit services provided by Deloitte.
We have adopted policies and procedures for pre-approving all audit and permissible non-audit services rendered
by Deloitte. and the fees billed for those services Our Controller (the “Controller”) is responsible to the Audit
Committee for enforcement of this procedure. and for reporting noncompliance  Pursuant to the pre-approval policy.
the Audit Committee specifically pre-approved the use of Deloitte for audit. audit-related and tax services

The pre-approval policy requires management to obtain specific pre-approval from the Audit Committee
for the use of Deloitte for any permissible non-audit services. which generally are limited to tax services. including
tax compliance. tax planning. and {ax advice Sérvices such as retumn revies and consultation and assistance: Other
tvpes of permissible non-audit services will not be considered for approval except in limited instances. which
could include circumstances in which proposed services provide significant economic or other benefits to us. In
determining whether to approve these services. the Audit Committee will assess whether these services adversely
impair the independence of Deloitte. Anv permissible non-audit services provided during a fiscal vear that (i) do not
aggregate more than 5 percent of the total fees paid to Deloitte for all services rendered during that fiscal vear and
(i1) were not recognized as non-audit services at the time of the engagement must be brought to the attention of the
Controller for prompt submission (o the Audit Committee for approval. These de minimis non-audit services must be
approved by the Audit Committee or its designated representative before the completion of the services. Non-audit
services that are specifically prohibited under the Sarbanes-Oxley Act Section 404, SEC rules. and Public Company
Accounting Oversight Board (‘PCAOB™) rules are also specifically prohibited under the policy.

Prior to approval of permissible tax services by the Audit Committee. the policy requires Deloitte to
(1) describe in writing to the Audit Comunittee (a) the scope of the service. the fee structure for the engagement
and any side letter or other amendment to the engagement letter or any other agreement between the Company
and Deloitte relating to the service and (b) any compensation arrangement or other agreement. such as a referral
agreement. a referral fee or fee-sharing arrangement. betw een Deloitte and any person (other than the Company)
with respect to the promoting. marketing or recommending of a transaction covered by the service: and (2) discuss
with the Audit Commitiee the potential effects of the services on the independence of Deloitte

The policy also requires the Controller to update the Audit Commuttee throughout the vear as to the services
provided by Deloitte and the costs of those services. The policy also requires Deloitte to annually confirm its
independence in accordance with SEC and NYSE standards. The Audit Committee will assess the adequacy of this
policy as it deems necessary and revise accordingly

Set forth in the table below is certain information relating to the aggregate fees billed by Deloitte for
professional services rendered to us for the fiscal y ears ended December 31. 2010 and 2009

2010 2009
Audit fees . . . o ‘ . ‘ ‘ o $3.395.000  $3.581.000
Audit-related fees ‘ . ‘ v 64.000 91.000
Tax fees. . . . ‘ . 22.000 19.000

Other fees ... . . L o —_— —_
Total fees. . .. . ‘ A ; : R . , $3.481.000  $3.691.000
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Audit fees include fees billed for services rendered in connection with (i) the audits of our annual financial
statements and those of our SEC reporting subsidiaries (Carolina Power & Light Company and Florida Power
Corporation). (i1) the audit of the cffectiveness of our internal control over {inancial reporting: (i11) the revicws of the
financial statements included in our Quanierhy Reports on Form 10-Q and those of our SEC reporting subsidiaries:
(iv) accounting consultations ansing as part of the audits: and (v) audit services in connection with statutory.
regulatory or other {ilings. including comfort letiers and consents in connection with SEC filings and financing
transactions. Audit fees for 2010 and 2009 also include $1.173.000 and $1.265.000. respectively. for services in
connection with the Sarbanes-Oxlev Act Section 404 and the related PCAOB Standard No. 2 relating to our internal
control over financial reporting

Audit-related fees include fees billed for (1) special procedures and letter reports: (it) benefit plan
audits when fees are paid by us rather than directly by the plan; and (iil) accounting consultations for prospective
transactions not arising directly from the audits

Tax fees include fees billed for tax compliance matters and tax planning and advisory services.

The Audit Comunittee has concluded that the provision of the non-audit services listed above as “Tax fees”
is compatible with maintaining Deloitte’s independence.

None of the services provided required approval by the Audit Commuittee pursuant to the de mininis waiver
provisions described above
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PROPOSAL +—RATIFICATION OF SELECTION OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit and Corporate Performance Committee of our Board of Directors (the ~Audit Committee )
has selected Deloitte & Touche LLP ("Deloitte & Touche™) as our independent registered public accounting firm
for the fiscal vear ending December 31. 2011 and has directed that management submit the sclection of that
independent registered public accounting firm for ratification by the shareholders at the 2011 Annual Meeting
of the Shareholders. Deloitte & Touche has sery ed as the independent registered public accounting {irm for our
Company and its predecessors since 1930 In selecting Deloitte & Touche. the Audit Commitice considered carefully
Deloitte & Touche’s previous perfonmance for us. its independence with respect (o the senvices to be performed
and its general reputation for adherence to professional auditing standards. A representative of Deloitte & Touche
will be present at the Annual Meeting of Shareholders, will have the opportunity to make a statement and will be
available to respond to appropriate questions. Shareholder ratification of the selectionof Deloitte & Touche as
our independent registered public accounting firm is not required by our Bv-Laws or otherwise However. we are
submitting the selection of Deloitte & Touche to the shareholders for ratification as a matter of good corporate
practice. If the shareholders fail to ratify the selection. the Audit Committee will reconsider whether or not 10 retain
Deloitte & Touche. Even if the shareholders ratify the selection. the Audit Commiitee. in its discretion. may direct
the appointiment of a different independent registered public accounting firm at any time during the vear if it is
determined that such a change would be in the best interest of the Company and its shareholders

Valid proxies received pursuant to this solicitation will be voted in the manner specified. Where no
specification is made. the shares represented by the accompanying proxy will be voted “FOR™ the ratification of
the selection of Deloitte & Touche as our independent registered public accounting firm. Votes (other than votes
withheld) will be cast pursuant to the accompanying proxy for the ratification of the selection of Deloitte & Touche.

The proposal to ratifv the selection of Deloitte & Touche to serve as our independent registered public
accounting firm for the fiscal year ending December 31. 2011. requires approval by a majority of the votes actually
cast by holders of Common Stock present in person or represented by proxy at the Annual Meeting of Sharcholders
and entitled to vote thereon. Abstentions from voting and broker nonvotes will not count as shares voted and will not
have the effect of a “negative” vote. as described in more detail under the heading "PROXIES™ on page 2.

The Audit Committee and the Board of Directors recommiend a vote "FOR™ the ratification of the selection
of Deloitte & Touche as our independent registered public accounting firm.
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FINANCIAL STATEMENTS

Our 2010 Annual Report. which includes financial statements as of December 31. 2010 and 2009. and for
each of the three vears in the period ended December 31, 2010, together with the report of Deloitte & Touche LLP.
our independent registered public accounting firm. was sent to those who were shareholders of record as of the close
of business on March 4. 2011

FUTURE SHAREHOGLDER PROPOSALS

Shareholder proposals submitted for inclusion in the proxy statement for our 2012 Annual Meeting must be
received no later than December 2. 2011, at our principal executive offices. addressed to the attention of

John'R: McArthur ' -
Executive Vice President. General Counsel and Corporate Secretary
Progress Energy. Inc

PO. Box 1551

Raleigh. North Carolina 27602-1551

Upon receipt of anv such proposal. we will determine whether or not to include such proposal in the proxy
statement and proxy in accordance with regulations governing the solicitation of proxies.

In order for a shareholder to nominate a candidate for director. under our By-Laws timely notice of the
nomination must be received by the Corporate Secretary of the Company either by personal delivery or by United
States registered or certified mail. postage pre-paid. not later than the close of business on the 120" calendar day before
the date our proxy statement was released to shareholders in connection with the previous vear’s annual meeting. In no
event shall the public announcement of an adjournment or postponemient of an annual mecting or the fact that an annual
meeting is held after the anniversary of the preceding annual meeting commence a new time period for a shareholder’s
giving of notice as described above. The shareholder filing the notice of nomination must include’

»  As to the shareholder giving the notice.

~  the name and address of record of the sharcholder who intends to make the nomination. the
beneficial owner. if anv. on whose behalf the nomination is made and of the person or persons
to be nominated:

—  the class and number of our shares that are owned by the shareholder and such beneficial owner.

—  a representation that the shareholder is a holder of record of our shares entitled to vote at such
meeting and intends to appear 1n person or by proxy at the meeting 10 nominate the person or
persons specified in the notice: and

-~ adescription of all arrangements. understandings or relationships between the shareholder and
cach nominece and anv other person or persons (naming such person or persons) pursuant to
which the nomination or nominations are to be made by the sharcholder.

«  As (o each person whom the shareholder proposes to nominate for election as a director:
— the name. age. business address and. if known. residence address of such person:

~  the principal occupation or emplovinent of such person.

~  the class and number of shares of our stock that are beneficially owned by such person:
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- any other information relating to such person that is required to be disclosed in solicitations
of proxies for election of directors or is otherwise required by the rules and regulations of the
SEC promulgated under the Securities Exchange Act of 1934 and

~  the written consent of such person to be named in the proxy statement as a nominee and 1o
serve as a director if elected

In order for a shareholder to bring other business before a shareholder meeting. we must receive timely
notice of the proposal not later than the close of business on the 60" dav before the first anniversary of the
mmmediately preceding vear's annual meeting. Such notice must include

+  the information described above with respect to the sharcholder proposing such business:

«  abrief description of the business desired to be brought before the annual meeting, including the
complete text of any resolutions to be presented at the annual meeting. and the reasons for conducting
such business at the annual meeting. and

» any material interest of such shareholder in such business.

These requirements are separate from the requirements a shareholder must meet to have a proposal included
1n our proxy statement.

Any shareholder desiring a copy of our By-Laws will be furnished one without charge upon written request
to the Corporate Secretary. A copy of the By-Laws, as amended and restated on May 10, 2006, was filed as an
exhibit 10 our Quarterly Report on Form 10-Q for the quarter ended June 30. 2006. and is available at the SEC’s
website at ww.sec.gov.

OTHER BUSINESS

The Board of Directors does not intend to bring anv business before the meeting other than that stated in
this Proxy Statement. The Board knows of no other matter to come before the meeting. If other matters are properly
brought before the meeting. it is the intention of the Board of Directors that the persons named in the enclosed proxy
will vote on such matters pursuant to the proxy in accordance with their best judgment.
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Exhibit A

POLICY AND PROCEDURES WITH RESPECT TO
RELATED PERSON TRANSACTIONS

A. Policy Statement

The Company s Board of Directors (the "Board™) recognizes that Related Person Transactions (as defined
below) can present heightened risks of conflicts of inierest or improper valuation or the perception thereof.
Accordingly. the Company's general policy is to aveid Related Person Transactions. Nevertheless. the Company
recognizes that there are situations where Related Person Transactions might be in, or might not be inconsistent
with. the best interests of the Company and its stockholders. These sttuations could include (but are not limited to)
sitnations where the Companmy might obtain products or seivices 6f a nature. quaintity or quality. or o other termis.
that are not readily available from alternative sources or when the Company provides products or services to Related
Persons (as defined below) on an arm’s length basis on terms comparable to those provided to unrelated third
partics or on terms comparable to those provided 1o emplovees generallv. The Company. therefore. has adopted the
procedures set forth below for the review. approval or ratification of Related Person Transactions.

This Policy has been approved by the Board The Corporate Governance Comunittee (the “Committee™)
will review and may recommend to the Board amendments to this Policy from time o time.

B. Related Person Transactions

For the purposes of this Policy. a “Related Person Transaction”™ is a transaction, arrangement or relationship.
including any indebtedness or guarantee of indebtedness. (or any series of similar transactions. arrangements or
relationships) in which the Company (including any of its subsidiaries) was. is or will be a participant and the
amount involved exceeds $120.000. and in which anyv Related Person had. has or will have a direct or indirect
material interest.

For purposes of this Policy. a "Related Person means:

I any person who is. or at anv time since the beginning of the Company s last fiscal vear was.
a director or exccutive officer (1 .¢. members of the Senior Management Committee and the
Controller) of the Company. Progress Energy Carolinas. Inc.. or Progress Energy Florida. Inc.
or a nonunee to become a director of the Company. Progress Energy Carolinas. Inc.. or Progress
Energy Florida. Inc .

2. any person who is known to be the beneficial owner of more than 5% of anv class of the voting
securities of the Company or its subsidiaries:

anv imnediate family member of amy of the foregoing persons. which means any child. stepchild.
parcnt. stepparent. spousc. sibling. mother-in-law, father-in-law. son-in-law. daughter-in-law.
brother-in-lan. or sister-m-law of the director. executive officer. nominee or more than 3%
beneficial owner. and any person (other than a tenant or employvee) sharing the household of such
director. executive officer. nomince or more than 3% beneficial owner; and

d

4 amy firm. corporation or other entity in which any of the foregoing persons is emploved or is a
general partner or principal or in a similar position or inn which such person has a 3% or greater
beneficial ownership interest
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C. Approval Procedures

1. The Board has determined that the Commitice is best suited to review and approve Related Person
Transactions. Accordingly. at cach calendar year’s first regularly scheduled Conumitiee meeting.
management shall recommend Related Person Transactions to be entered into by the Company for
that calendar vear. including the proposed aggregate value of such transactions if applicable. After
review. the Committec shall approve or disapprove such transactions and at each subsequently
scheduled meeting. management shall update the Committee as to any material change to those
proposed transactions

2. Indetermining whether to approve or disapprove each related person transaction. the Committee
will consider various factors. including the following:

+  the identity of the related person:

*  the nature of the related person’s interest in the particular transaction:

« the approximate dollar amount involved in the transaction;

< the approximate dollar value of the related person’s interest in the transaction:

»  whether the related person’s interest 1n the transaction conflicts with his obligations to the
Company and its sharcholders:

»  whether the transaction will provide the related person with an unfair advantage in hus
dealings with the Company: and

«  whether the transaction will affect the related person’s ability to act in the best interests of the
Company and its shareholders

The Committee will only approve those related person transactions that are in. or are not inconsistent
with. the best interests of the Company and its sharecholders.

In the event management recommends any further Related Person Transactions subsequent

to the first calendar vear meeting, such transactions mayv be presented to the Commitiee for
approv al at the next Committee meeting. In these instances in which the Legal Department. in
consultation with the President and Chief Operating Officer. determines that it is not practicable
or desirable for the Company to wait until the next Committee meeting. any further Related
Person Transactions shall be submitted to the Chair of the Committee (who will possess delegated
authority to act between Committee meetings). The Chair of the Conumittee shall report to the
Committee at the next Commitice meeting anv approval under this Policy pursuant to his/her
delegated authority

Lo

4 No member of the Committee shall participate in any review. consideration or approval of am
Related Person Transaction with respect to which such member or anv of his or her immediate
familv members is the Related Person The Committee (or the Chair) shall approve only those
Related Person Transactions that are in. or are not inconsistent with. the best interests of the
Company and its stockholders. as the Conunittee (or the Chair) determines in good faith. The
Committee or Chair. as applicable. shall convey the decision to the President and Chief Operating
Officer. who shall convey the decision to the appropnate persons within the Company.
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D. Ratification Procedures

In the e ent the Compamny’s Chief Executive Officer. President and Chief Operating Officer. Chief Financial
Officer or General Counsel becores aswvare of a Related Person Transaction that has not b