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Item 8.01. Other Events. 

In connection with the offering of its First Mortgage Bonds due April 1,2019 (the “New Bonds”), as further described in a 
preliminary prospectus supplement dated the date hereof to its prospectus dated October 3,2007, Duke Energy Ohio, Inc. (the 
“Company”) is filing herewith, as Exhibit 99.1, the form o f a  Fortieth Supplemental Indenture to its First Mortgage, dated as of 
August 1, 1936, between the Company and The Bank ofNew York Mellon Trust Company, N.A., as successor trustee, as 
supplemented and amended from time to time. As further described i n  the prospectus supplement, the Fortieth Supplemental Indenture 
will amend and restate the First Mortgage in its entirety. The Company plans to enter into the Fortieth Supplemental Indenture upon 
consummation of the offering and sale of the New Bonds. 

Item 9.01. Financial Statements and Exhibits 

(d) Exhibits 

99.1 Form of Fortieth Supplemental Indenture to the First Mortgage, dated as of August 1,  1936, between Duke Energy 
Ohio, Inc. and The Bank ofNew York Mellon Trust Company, N.A.. as successor trustee, as supplemented and 
amended from time to time 
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SIGNATURES 

Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned hereunto duly authorized. 

Date: March 18, 2009 

DUKE ENERGY OHIO, INC. 

By: Is/ M. Allen Carrick 
Name: M. Allen Carrick 
Title: Assistant Treasurer 
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Exhibit Description 
99.1 Form of Fortieth Supplemental Indenture to the First Mortgage, dated as ofAugust 1, 1936, between Duke Energy 

Ohio, Iiic. and The Bank ofNew York Mellon Trust Company, N.A., as successor trustee, as supplemented and 
amended from time to time. 
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Exhibit 99.1 

This instrument is the Fortietli Supplemental Indenture to, and an amendment and restatement in its entirety of, the First 
Mortgage, dated as ofAugust I ,  1936, befiveen The Cincinnati Gas & EIectric Company (predecessor to Duke Energy Oliio, Inc)  
and Irving Trust Company, as trustee (a predecessor to the trustee herein), as heretofore amended and supplemented. 

DUKE ENERGY OHIO, INC. 

(FORMERLY NAMED "THE CINCINNATI GAS & ELECTRIC COMPANY") 

T O  

THE BANK O F  NEW YORK MELLON TRUST COMPANY, N.A., 
AS TRUSTEE 

(SUCCESSOR TRUSTEE TO THE BANK OF NEW YORK MELLON 
AND TO IRVING TRLJST COMPANY) 

FIRST MORTGAGE 

DATED AS O F  AUGUST 1.1936 

FORTIETH SUPPLEMENTAL INDENTURE 

DATED AS O F  MARCH ,2009 

Constituting an Amendment and Restatement in its Entirety 
of the aforesaid First Mortgage, as heretofore amended 

and 

Creating First Mortgage Bonds, O/O Series, Due April 1,2019 
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FORTIETH SUPPLEMENTAL INDENTURE, dated as of March ,2009 (the “Execution Date”), between DUKE ENERGY 
OHIO, INC. (hereinafter sometimes referred to as the “Company”), a corporation organized and existing under the laws of the State 
of Ohio, formerly named The Cincinnati Gas & Electric Company, and THE BANK OF NEW YORK MELL,ON TRUST 
COMPANY, N.A., a national banking association, and the successor trustee to The Bank of New York Mellon and Irving Trust 
Company (hereinafter sometimes referred to as the “Trustee”), whose mailing address is 900 Ashwood Parkway, Suite 425, Atlanta, 
Georgia 30338, this Fortieth Supplemental Indenture being an amendment and restatement in its entirety of the Indenture, dated as of 
August I ,  1936 (the “Original Indenture”). between the Company and the Trustee, as heretofore fkom time to time amended. 

RECITALS OF THE COMPANY 

The Original Indenture was authorized. executed and delivered by the Company to provide for the issuance from time to time ot its 
bonds (herein called the “Securities”), to be issued in one or more series as contemplated therein, and to provide security for the 
payment of the principal of and premium, if any, and interest, if any, on the Securities. 

therein, including creating series of Securities and otherwise supplementing and amending the Original Indenture. There are no 
Securities now outstanding under the Original Indenture, as so amended and supplemented. 

The Company has heretofoie executed and delivered to the Ti ustee thirty-nine supplenlental indentures fot the put poses recited 

Effective upon the execution and delivery of this Fortieth Supplemental Indentut e: 

(a) The Bank ofNew York Mellon sliall be deemed to have resigned as Trustee, Bond registrar and paying agent under the 
lndentut e; 

(b) the Company shall be deemed to have accepted such resignations and appointed The Bank ofNew York Mellon Trust 
Company, N.A. as successor Trustee, Security Registrar and Paying Agent (each as hereinafter defined) under the Indenture; 

(c) The Bank ofNew York Mellon Trust Company, N.A. shall be deemed to have accepted such appointments and to be vested 
with all the estates, properties, rights, powers, trusts, duties and obligations of The Bank ofNew York Mellon, as Trustee, Security 
Registrar and Paying Agent under the Indenture; 

(d) such resignations, appointments and acceptances thereof shall be deemed to be effective, notwithstanding anything to the 
contrary contained in Section 2 or 4 of Article Sixteen of the Original Indenture, as heretofore amended and supplemented, including 
any provision therein for notice of such resignations, appointments and acceptances; and 

the Original Indenture, as heretofore amended, any mortgaged property (as defined in the 01 iginal Indenture, as heietofore amended) 
not otherwise set forth in the granting clauses below, to the extent such mortgaged property has not been previously released, 
including, without limitation, the following: 

(e) the Company shall be deemed to have requested the release, and the Trustee shall be deemed to have released, from the Lien of 

-1- 
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(i)Electric Generating Plants. All electric generating plants and stations of the Company owned by it as of the Execution Date, 
including all buildings, structutes and works, and the land on which the same are situated, and all other lands and easements, rights 
of way, permits, privileges, towers, poles, wires, machinety, equipment, appliances, appurtenances and supplies forming a part of 
such plants and stations; 

(ii)Water Svstems. All water systems of the Company owned by it as of the Execution Date, including pumping and purification 
equipment, wells, structures, rights ofway, tanks, mains, fire hydrants, services and meters and all other property, real or personal, 
forming a part of or appertaining to, or used, occupied or enjoyed in connection with such water systems, together with permits, 
privileges, fianchises and rights in or relating to the construction, maintenance or operation thereof, through, under or upon any 
private property or any public streets or highways within as well as without the corporate limits of any municipal corporation; and 

(iii)Gas Transmission and Distribution Svstems. All gas plants, compressot stations, gas measuring, regulating. and mixing 
stations, gas transmission lines and gas distribution systems, including, but not limited to, all water sets, benches and retorts, gas 
holders, boilers, purification apparatus, exhausters and pumps, nietet s and meter installations, gauges, regulators and regulator 
installations, governors, calorimetric devices, valves, fuel handling apparatus, safety tanks, valves, pipes and piping, couplings, 
gates, drips, lighting and heating apparatus, machinery, equipment, appliances, and all accessoty equipment, appurtenances and 
supplies forming a part of such gas plants, stations, transmission lines and distribution systems. 

The Company now desires to amend and restate the Indenture as now in effect (comprised of the Original Indenture as heretofore 
fiom time to time amended) and has requested the Trustee to join in the execution and delivety ofthis Fortieth Supplemental 
Indenture in order to effectuate such amendment and restatement; it being understood, acknowledged and agreed, however, that, 
anything herein or in the Original Indenture or any supplemental indenture to the contrary notwithstanding, (a) the execution and 
delivety of this Fortieth Supplemental Indenture and the amendment and restatement of the Original Indenture as heretofore amended, 
as aforesaid, shall not affect the Lien granted and/or created in the granting clauses of the Original Indenture with respect to the 
mortgaged property, and confirmed in the granting clauses of supplemental indentures heretofore executed and delivered, or the 
priority of such Lien and (b) such Licii shall continue i n  effect from the date ofthe original grant or creation thereof (except to the 
extent hereby or heretofore released). 

The Company duly authorized the execution and delivery of the Original Indenture and of each supplemental indenture heretofore 
executed and delivered. The Company has further duly authorized the execution and delivety of this Fortieth Supplemental Indenture 
to amend and testate the Original Indenture as heretofore amended, as contemplated above; and all acts and things necessaiy to make 
each of this Fortieth Supplemental Indenture and the Indenture a valid agreement ofthe Company have been performed 
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For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires, capitalized 
terms used herein shall have the meanings assigned to them i n  Article One of this Indenture. 

GRANTING CL,A USES 

NOW, THEREFORE, THIS INDENTIJRE WITNESSETH, that, the Company has granted, bargained, sold, conveyed, 
assigned, transferred, mortgaged, pledged, set over and confirmed, and in consideration of the premises and of the purchase of the 
Securities by the I-iolders thereof, and in order to secure the payment of the principal of and premium, if any, and interest, if any, on all 
Securities from time to time Outstanding and the performance of the covenants therein and herein contained, and to declare the terms 
and conditions on which such Securities are secured, the Company hereby grants, bargains, sells, conveys, assigns, transfers, 
mortgages, pledges, sets over and confirms to the Trustee, i n  trust, and grants to the Trustee a security interest in and lien on, the 
following (subject, however, to the terms and conditions set forth in this Indenture): 

FIRST GRANTING CLAUSE 

All right, title and interest of the Company, as of the Execution Date, in and to all property, real, pet sonal and mixed, whet ever 
located (other than Excepted Property), in any case used or to be used in or in connection with the transmission and distribution of 
electric energy by the Company (whether or not such use is the sole use of such property), including without limitation, all right, 
title and interest of the Company i n  and to the following: 

(a) all real property owned in fee, easements and other interests in real property which are specifically described or referred to 
in the Original Indenture and in supplemental indentures thereto. recording information with respect to which is set forth in 
Exhibit A hereto, and the real property acquired by the Company between December I ,  1985, the date ofthe Twenty-Fifth 
Supplemental Indenture, and the date of this Fortieth Supplemental Indenture, and owned by it at the latter date, which is 
described on Exhibit B heteto, except real property owned in fee, easements and other interests in real property which have been 
specifically released from such Lien from time to time (without limiting the generality of the foregoing, a listing of the 
Company’s principal real estate holdings (by address and county) encumbered by the Original Indenture or supplements thereto, 
and intended to be encumbered by this Indenture is set forth on Exhibit C hereto); 

(b) without limiting the generality of the foregoing. all recorded easements or rights ofway on. upon, over, under and through 
real property located in the State of Ohio, used or useful in  the Company’s transmission or distribution of electric energy and 
acquited by the Company in the ordinary course of its business, whether acquired by deed, grant of easement, dedication by plat 
or othetwise, and whether acquired in the name of the Company or any of 
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its predecessor companies and including the Company’s right to the joint use of any easement or right of way acquired by any 
other utility company; 

(c) all facilities, machinery, equipment and fixtures for the transmission and distribution of electric energy including, but not 
limited to, all switchyards, towers, substations, transformers, poles, lines, cables, conduits, ducts, conductors, meters, regulators 
and all othei property used or to be used for any or all of such purposes; 

(d) all buildings, offices, warehouses, structures or improvements in addition to those referred to or othenvise included i n  
clauses (a) and (c) above; 

(e) all franchises, licenses, permits, grants, immunities, privileges and rights of the Company used or useful in the operation 
of its electric transmission and distribution businesses, including all franchises, licenses, permits, grants, immunities, privileges 
and rights of the Company granted by any municipalities or political subdivisions, and all right, title and interest therein owned 
by the Company on the Execution Date, and all renewals, extensions and modifications of said franchises, grants, privileges and 
rights, or any of them; 

apparatus necessary for the operation or maintenance of any facilities. machinery, equipment or fixtures described or referred to 
in clause (c) above; and 

(t) all computers, data processing, data storage, data transmission and/or telecomniunications facilities, equipment and 

(g) all of the foregoing property in the process of construction; 

SECOND GRANTING CLAUSE 

Subject to the applicable exceptions permitted by Section 17.09(d), Section 12.03 and Section 12.05, all right, title and interest 
of the Company in  all property, real, personal and mixed, wherever located (other than Excepted Property) which may be hereafter 
acquired by the Company, it being the intention of the Company that all such property acquired by the Company after the 
Execution Date shall be as fiilly embraced within and subjected to the Lien hereof as if such property were owned by the Company 
as of the Execution Date; and 

THIRD GRANTING CLAUSE 

Any Excepted Property, which may, from time to time after the Execution Date, by delivery or by an instrument supplemental 
hereto, be subjected to the Lien hereof by the Company, the Trustee being hereby authorized to receive the same at any time as 
additional security hereunder; it being understood that any such subjection to the Lien hereof of any Excepted Property as 
additional security may be made subject to such reservations, limitations or conditions respecting the use and disposition of such 
property or the proceeds thereof as shall be set forth i n  such instrument; 
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EXCEPTED PROPERTY 

Expressly excepting and excluding, however, from the Lien of this Indenture all right, title and interest of the Company in and to 

(a) all cash on hand or in banks or other financial institutions, deposit accounts, securities accounts, shares of stock, interests 

the following property, whether now owned or hereafter acquired (herein sometimes called “Excepted Property”): 

in business or statutory trusts, general or limited partnerships or limited liability companies, bonds, notes, other evidences of 
indebtedness and other securities, security entitlements, commodities accoitnts and other investment property and policies of 
insurance on lives of officers of the Company, ofwhatsoever kind and nature, not hereafter paid or delivered to, deposited with 
or held by the Trustee hereunder or required so to be; 

(b) all contracts, leases, operating agreements and other agreements of whatsoever kind and nature and rights thereunder 
(other than the Company‘s franchises, permits and licenses that are used or useful in the operation of its electric transmission and 
distribution businesses); all bills, notes and other instruments and chattel paper (except to the extent that any of the same 
constitute securities, security entitlements or investment property, in which case they are separately excepted from the Lien of 
this Indenture under clause (a) above); all revenues, income and earnings, all accounts, accounts receivable, rights to payment, 
payment intangibles and unbilled revenues, rights or property consisting of rights granted by statute or governmental action to 
bill and collect revenues or other amounts from customers or others, including rate stabilization charges and other special 
charges, and all rents, tolls, issues, product and profits, dividends, income, claims, credits, demands and judgments; all 
governrnental and other licenses, permits and franchises (other. than the Company’s franchises, permits and licenses that are used 
or useful in the operation of its electric transmission and distribution businesses); all unrecorded easements and rights of way; all 
consents and allowances, including emission allowances and regulatory assets; all documents, including warehouse receipts; all 
cooperative interests; and all patents, patent licenses and other patent rights, patent applications, trade names, trademarks, 
copyrights and other intellectual property; and all claims, credits, choses in action, commercial tort claims, tax credits and other 
intangible property and general intangibles including, but not limited to, computer software; 

rail cars and other railroad equipment; all vessels, boats, barges, and other marine equipment; all airplanes, helicopters, aircraft 
engines and other flight equipment; all parts, accessories and supplies used in connection with any of the foregoing; and all 
personal property of such character that the perfection of a security interest therein or other Lien thereon is not governed by the 
Uniform Commercial Code as in effect i n  the ,jurisdiction it1 which such property is located; 

(c) all automobiles, buses, trucks. truck cranes, tractors, trailers and similar vehicles and movable equipment; all rolling stock, 
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(d) all goods, stock in trade, wares, merchandise and inventory held for the purpose of sale or lease in  the ordinary course of 
business; all materials, supplies, inventory and other items of personal property which are consumable (otherwise than by 
ordinary wear and tear) in their use in the operation of the Mortgaged Property; all fuel, whether or not any such fuel is in a form 
consumable in the operation of the Mortgaged Property, including separate components of any fuel in the forms in which such 
components exist at any time before, during or after the period of the use thereof as fuel; all hand and other portable tools and 
equipment; all furniture and furnishings; and computet s and data processing, data storage, data transmission, telecommunications 
and other facilities, equipment and apparatus, which, in any case, are used primarily for administrative or clerical purposes or are 
otherwise not necessary for the operation or maintenance of the facilities, machinery, equipment or fixtures described or referred 
to in  clauses (c), (d), (f) or (g) of the First Granting Clause of this Indenture; 

(e) all coal, lignite, ore, gas, oil and other minerals arid all timber, and all rights and interests in any of the foregoing, whether 
or not such minerals or timber shall have been mined or extracted or otherwise separated from the land; and ail electric energy 
and capacity, gas (natural or artificial), steam, water and other products generated, produced, manufactured, purchased or 
otherwise acquired by the Company; 

(f) all property which is the subject of a lease agreement designating the Company as lessee and all right, title and interest of 
the Company in and to such property and in, to and under such lease agreement, whether or not such lease agreement is intended 
as security; 

(g) all property, real, personal and mixed, which has been released from the Lien of this Indenture and any improvements, 
extensions and additions to such properties and renewals, replacements and substitutions of or for any parts thereof: 

(h) all property located outside of the State of Ohio; 

(i) any and all property, stations and plants used by the Company in the generation of electricity, including all buildings, 
structures and works, and the land on which the same are situated, and all other lands and easements, rights of way. permits, 
privileges, towers, poles, wires, machinery, equipment, appliances, appurtenances and supplies forming a part of such plants and 
stations; 

(j) any and all water systems of the Company, including pumping and purification equipment, wells, structures, rights of way, 
tanks, mains, fire hydrants, services and meters and all other property, real or personal, forming a part of or appertaining to, or 
used, occupied or enjoyed i n  connection with such water systems, together with perniits, privileges, franchises and rights in or 
relating to the construction, maintenance or operation thereof; through, under or 
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upon any private property or any public streets, or highways within as well as without the corporate limits of any municipal 
corporation; 

(k) any and all gas plants, compiessor stations, gas measuring, regulating, and mixing stations. gas transmission lines and gas 
distribution systems, including, but not limited to, all water sets, benches and retorts, gas holders, boilers. purification apparatus, 
exhausters and pumps, meters and meter installations, gauges, I egulators and regulator installations, governors, calorimetric 
devices, valves, fuel handling apparatus, safety tanks, valves, pipes and piping, couplings, gates, drips, lighting and heating 
apparatus, machinery, equipment, appliances, and all accessory equipment, appurtenances and supplies forming a part of such 
gas plants, stations, transmission lines and distribution systems; and 

( I )  all property not acquired or constructed by the Company for use in its electric transmission and distribution businesses; 

provided, however, that, subject to the provisions of Section 12 03, (x) if, at any time after the occurrence of an Event of Default, 
the Trustee, or any separate trustee or co-trustee appointed under Section I O .  14 or any receiver appointed pursuant to Section 9.16 
or othetwise, shall have entered into possession of all or substantially all the Mortgaged Ptoperty, to the extent permitted by law, all 
the Excepted Propetty described or referred to i n  the foregoing clauses (b). (c) and (d) then owned ot held or thereafter acquired by 
the Company, to the extent that the same is used in connection with, or othetwise relates or is attributable to, the Mortgaged 
Property, shall immediately, and, in the case of any Excepted Property described or referred to in clause ( f ) ,  to the extent that the 
same is used in connection with, or othetwise relates or is attributable to, the Mortgaged Property, upon demand of the Trustee or 
such other trustee ot receiver, become subject to the Lien ofthis Indenture, juniot and subordinate to any Liens at that time existing 
on such Excepted Property, and the Trustee or such other trustee or I eceiver may, to the extent permitted by law or by the terms of 
any such other Lien (and subject to the rights ofthe holders ofall such other Liens), at the same time likewise take possession 
thereof, and (y) whenever all Events of Default shall have been cured and the possession of all or substantially all of the Mortgaged 
Property shall have been restored to the Company, such Excepted Property shall again be excepted and excluded from the Lien 
hereof to the extent set forth above; it being understood that the Company may, however, pursuant to the Third Granting Clause, 
subject any Excepted Property to the Lien of this Indenture whereupon the same shall cease to be Excepted Property; 

TO HAVE AND TO HOLD all such ptoperty, real, personal and mixed, unto the Trustee, its successors in trust and their assigns 

SUBJECT, HOWEVER, to Permitted Liens; 

IN TRUST, NEVERTHELESS, for the equal and ratable benefit and security of the Holders from time to time of all Outstanding 

forever; 

Secut ities without any priority of any such Security over any other such Security; 
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PROVIDED, HOWEVER, that if the right, title and interest of the Trustee in and to the Mortgaged Property shall cease, 
terminate and become void in accordance with, and subject to the conditions set forth in, Article Eight hereof, and if the principal of 
and premium and interest, if any, on the Securities shall have been paid to the Molders thereof, or shall have been paid to the Company 
pursuant to Section 7.03 hereof or to the appropriate Governmental Authority pursuant to applicable law after the Maturity thereof, 
then and in that case this Indenture shall cease, terminate and become void in accordance with, and subject to the conditions set forth 
in, Article Eight hereof, and the Trustee shall execute and deliver to the Company such instruments as the Company shall require to 
evidence such termination; othetwise this Indenture, and the estate and rights hereby granted, shall be and remain in full force and 
effect; and 

authenticated and delivered, and that the Mortgaged Property is to be held. subject to the further covenants, conditions and trusts 
hereinafter set forth, and the Company hereby covenants and agrees to and with the Trustee, for the equal and ratable benefit of all 
holders of the Securities, as follows: 

IT IS HEREBY COVENANTED AND AGREED by and between the Company and the Trustee that all the Securities are to be 

[THE REMATNDER OF THIS PAGE HAS BEEN LEFT BLANK TNTENTTONALLY.] 
-8- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



ARTICLE ONE. 

DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPL,ICATION 

SECTION 1.01. DEFINITIONS. 

For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires: 

(a) the terms defined in  this Article have the meanings assigned to them in this Article and include the plural as well as the 

(b) all terms used herein without definition which are defined in the Trust Indenture Act as in effect on the Execution Date, either 

(c) all terms used herein without definition which are defined in the Llniform Commercial Code of Ohio as in eEect on the 

(d) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally accepted 

singular; 

directly or by reference therein, have the meanings assigned to them therein; 

Execution Date shall have the meanings assigned to them therein; 

accounting principles in the United States, and, except as otheiwise herein expressly pi ovided. the term “generally accepted 
accounting principles” with respect to any computation required or permitted hereunder shall mean such accounting principles as are 
generally accepted in the United States at the date of such computation or, at the election of the Company from time to time, at the 
Execution Date; provided, however, that i n  determining generally accepted accounting principles applicable to the Company, effect 
shall be given, to the extent required, to any order, rule or regulation of any administrative agency, regulatory authority or other 
governmental body having jurisdiction over the Company; 

(e) any reference to ail “Article” ot a “Section” refers to an Article or a Section, as the case may be, of this Indenture; and 

(t) the words “herein”, “hereot” and “hereunder” and other words of similar import refer to this Indenture as a whole and not to any 
particular Article, Section or other subdivision. 

“Accountant” means a person engaged i n  the accounting profession or otherwise qualified to pass on accounting matters 
(including, but not limited to, a Pet son certified or licensed as a public accountant, whether or not then engaged in  the public 
accounting profession), which Person, unless required to be Independent, may be an employee or Affiliate of the Company. 

“Act”, when used with respect to any Holder of a Security, has the meaning specified in  Section 1.06. 

“Affiliate” of any specitied Person means any other Person directly or indirectly controlling or controlled by or under direct or 
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Person. For the purposes of this definition, “Control” when used with respect to any specified Person means the power to direct 
generally the management and policies of such Person, directly or indirectly, whether through the ownership of voting securities, by 
contract or otheiwise; and the terms “Controlling” and “Controlled” have meanings correlative to the foregoing. 

Trustee to act on behalf of the Trustee to authenticate the Securities of one or more series. 
“Authenticating Agent” means any Person or Persons (other than the Company or an Affiliate of the Company) authorized by the 

“Authorized Officer” means the Chairman of the Board, the Vice Chairman, the President, any Vice President, the Treasut er, any 
Assistant Treasurer, or any other officer, manager or agent ofthe Company duly authorized pursuant to a Board Resolution to act in 
respect of matters relating to this Indenture. 

“Authorized Publication” means a newspaper or financial journal of general circulation, printed i n  the English language and 
customarily published on each Business Day, whether or not published on Saturdays, Sundays or holidays; or, in the alternative, shall 
mean such form of communication as may have come into general use for the dissemination of information of similar import. In the 
event that successive weekly publications in an Authorized Publication are required hereunder they may be made (unless otherwise 
expressly provided herein) on the same or different days of the week and in the same 01 i n  different Authorized Publications. In  case, 
by reason ofthe suspension of publication of any Authorized Publication, or by reason of any other cause, it shall be impractical 
without extraordinary expense to make publication of any notice in an Authot ized Publication as required by this Indenture, then such 
method of publication or notification as shall be made with thc approval of the Trustee shall be deemed the equivalent of the required 
publication of such notice in an Authorized Publication. 

“Authorized Purposes” means the authentication and delivery of Securities, the release of propetty and/or the withdrawal of cash 
under any of the provisions of this Indenture. 

“Board of Directors” means either the board of directors, board of managers or similar governing body of the Company or any 
committee thereof duly authorized to act in respect of matters relating to this Indenture. 

“Board Resolution” means a copy of a resolution certified by the Secretary, an Assistant Secretary or an Authorized Officer of the 
Company to have been duly adopted by the Board ofnirectors and to be in  full foice and effect on the date of such certification, and 
delivered to the Trustee. 

“Bonds of Series Due 2019” has the meaning specified in Section 4.01. 

“Business Day”, when used with respect to a Place of Payment or any other particular location specified in the Securities or this 
Indenture, means any day. other than a Saturday or Sunday, which is not a day on which banking institutions or trust companies in 
such Place of Payment or other location are generally authorized or required by law, regulation or executive order to remain closed, 
except as may be otherwise specified as contemplated by Section 3.01 
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“Commission” means the Securities and Exchange Commission, as from time to time constituted, created under the Exchange Act, 
or, if at any time after the Execution Date such Conimission is not existing and performing the duties now assigned to it under the 
Trust Indenture Act, then the body, if any, performing such duties at such time. 

“Company” means the Person named as the “Company” in the first paragraph of this instrument until a successor Person shall 
have become such pursuant to the applicable provisions of this Indenture, and thereafter “Company” shall mean such successor 
Person. 

“Company Order” or “Company Request” mean, respectively, a written order or request, as the case may be, signed in the name 
of the Conlpany by an Authorized Officer and delivered to the Trustee. 

“Corporate Trust Office” means the designated office ofthe Trustee at which at any particular time its corporate trust business 
shall be administered, which office at the Execution Date is located at 900 Ashwood Parkway. Suite 425, Atlanta, Georgia 30338. 

“corporation” means a corporation, association, company, limited liability company, partnership, limited partnership, joint stock 
company, or business or statutory trust, and references to “corporate” and other derivations of “corporation” herein shall be deemed to 
include appropriate del ivations of such entities. 

“Cost”, with respect to Property Additions, has the meaning specified in Section 1.03. 

“Defaulted Interest” has the meaning specified in Section 3.07 

“Discount Security” means any Security which provides for an amount less than the principal amount thereof to be due and 
payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 9.02. “Interest” with respect to a Discount 
Secui ity means interest, if any, borne by such Security at a Stated Interest Rate. 

shall he legal tender for the payment of public and private debts. 
“Dollar” or “$” means a dollar or other equivalent unit i n  such coin or currency of the United States ofAmerica as at the time 

“Eligible Obligations” means: 

respect to any Securities, other Investment Securities; or 

instruments as shall be specified with respect to such Securities, as contemplated by Section 3.01. 

“Event of Default” has the meaning specified in Section 9.01. 

(a) with respect to Securities denominated in Dollars, Government Obligations or. if specified pursuant to Section 3.01 with 

(b) with respect to Securities denominated in a currency other than Dollars or in a composite currency, such other obligations or 
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“Excepted Property” has the meaning specified in the granting clauses of this instrument. 

“Excliange Act” means, as of any time, the Securities Exchange Act of 1934, as amended, as in  effect at such time. 

“Execution Date” has the meaning specified in the first paragraph of this instrument. 

“Expert” means a Person which is an engineer, appraiser or other expert and which, with respect to any certificate to be signed by 
such Person and delivered to the Trustee, is qualified to pass upon the matters set forth in  such certificate. For purposes of this 
definition, (a) “engineer” means a Person engaged in the engineering profession or othetwise qualified to pass upon engineering 
matters (including. but not limited to, a Person licensed as a professional engineer, whether or not then engaged in the engineering 
profession) and (b) “appraiser” means a Person engaged i n  the business of appraising property or otherwise qualified to pass upon the 
Fair Value or fair market value of property. 

“Expert’s Certificate” means a certificate signed by an Authorized Officer and by an Expert (which Expert (a) shall be selected 
either by the Board of Directors or by an Authorized Officer, the execution of such certificate by such Authorized Officer to be 
conclusive evidence of such selection, and (b) except as otherwise required in Sections 12.06, 16.02 or 17.09, may be an employee or 
Affiliate of the Company) and delivered to the Trustee. The amount stated in ally Expert’s Certificate as to the Cost, Fair Value or fair 
market value of property shall be conclusive and binding upon the Company, the Trustee and the Holders of the Securities. 

“Fair Value”, with respect to property, means the fair value of such property as may be determined by reference to (a) the amount 
which would be likely to be obtained in  an arm’s-length transaction with respect to such property between an informed and willing 
buyer and an informed and willing seller, under no compulsion, respectively. to buy 01 sell. (b) the amount of investment with respect 
to such property which, together with a reasonable return thereon, would be likely to be recovered through ordinary business 
operations or otheiwise, (e) the Cost, accumulated depreciation, and replacement cost with respect to such property and/or (d) any 
other relevant factors; provided, however, that (x) the Fair Value of property shall be determined without deduction for any Liens on 
such property prior to the Lien of this Indenture (except as otherwise provided in Section 17.03) and (y) the Fair Value to the 
Company of Property Additions may be of less value to a Person which is not the owner or operator of the Mortgaged Property or any 
portion thereof than to a Person which is such owner or operator. Fair Value may be deterniined, without physical inspection, by the 
use of accounting and engineering records and other data maintained by the Company or othetwise available to the Expert certifying 
the same. 

“Funded Cash” has the meaning specified i n  Section 1.02. 

“Funded Property” has the meaning specified in Section 1.02. 

“Governmental Authority” means the government of the 1. Jnited States or of any State or Territory thereof or of the District of 
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political subdivision of any thereof, or any department, agency, authority or other instrumentality of any of the foregoing. 

“Government Obligations” means securities which are (a) (i) direct obligations of the United States where the payment or 
payments thereunder are supported by the full faith and credit of the 1Jnited States or (ii) obligations of a Person controlled or 
supervised by and acting as an agency or instrumentality of the United States where the timely payment or payments thereunder are 
unconditionally guaranteed as a full faith and credit obligation by the United States or (b) depository receipts issued by a bank (as 
defined in Section 3(a)(2) of the Securities Act, which may include the Trustee or any Paying Agent) as custodian with respect to any 
such Government Obligation or a specific payment of interest on or principal of or other amount with respect to any such Government 
Obligation held by such custodian for the account of the holder of a depositoiy receipt, provided that (except as required by law) such 
custodian is not authorized to make any deduction from the amount payable to the holder of such depository receipt fkom any amount 
received by the custodian in  respect of the Government Obligation or the specific payment of interest on 01 principal of or other 
amount with respect to the Government Obligation evidenced by such depository receipt. 

“Holder” means a Person in whose name a Security is registered in the Security Register 

“Indenture” means this instrument as originally executed and as it may from time to time be supplemented or amended by one or 
more indentures supplemental hereto entered into pursuant to the applicable provisions hereof, including, for all purposes of this 
instrument and any such supplemental indenture, the pi ovisions of the Tiust Indenture Act that are deemed to be a part of and govern 
this Indenture and any such supplen~ental indenture, respectively. The term “‘Indenture” shall also include the provisions or terms of 
particular series of Securities established in any Officer’s Certificate. Board Resolution or Company Order delivered pursuant to 
Sections 2.01, 3.01, 3.03 and 13.07. 

“Independent”, when applied to any Accountant or Expert, means such a Person who (a) is in fact independent, (b) does not have 
any direct material financial interest in  the Company or i n  any other obligor upon the Securities or in any Affiliate ofthe Company or 
of such other obligor, and (c) is not connected with the Company or such other obligor as an officer, employee, promoter. underwriter, 
trustee, partner, director or any person performing similar functions. 

“Independent Expert’s Certificate” means a certificate signed by an Expert who i s  Independent and delivered to the Trustee 

“interest” with respect to a Discount Security means interest, if any, borne by such Security at a Stated Interest Rate rather than 

“Interest Payment Date”, when used with respect to any Security, means the Stated Maturity of an installment of interest on such 

“Investment Securities” means any of the following obligations or securities on which neither the Company, any other obligot on 

interest calculated at any imputed rate. 

Security. 

the Securities nor any Affiliate of either is the 
- 1.3- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



obligor: (a) Government Obligations; (b) interest bearing deposit accounts (which may be represented by certificates of deposit) in any 
national or state bank (which may include tlie Trustee or any Paying Agent) or savings and loan association which has outstanding 
securities rated by a nationally recognized rating organization in either of the two (2) highest rating categories (without regard to 
modifiers) for short term securities or in any of the three (3) highest rating categories (without regard to modifiers) for long term 
securities; (c) bankers’ acceptances drawn on and accepted by any commercial bank (which may include the Tiustee or any Paying 
Agent) which has outstanding securities rated by a nationally recognized rating organization i n  either of the two (2) highest rating 
categories (without regard to modifiers) for shot-t term securities or in any of the three (3)  highest rating categories (without regard to 
modifiers) for long term securities; (d) direct obligations of, or obligations the principal of and interest on whicli are unconditionally 
guaranteed by, any State or Territory of the United States or the District of Columbia, or any political subdivision of any of tlie 
fot egoing, wliicli are rated by a nationally recognized rating organization in  either of the two (2) highest rating categories (without 
regard to modifiers) for short term securities or in any of the three ( 3 )  highest rating categories (without regard to modifiers) for long 
term securities; (e) bonds or other obligations of any agency or instrumentality of the LJnited States; (f) corporate debt securities which 
are rated by a nationally recognized rating organization in  either of tlie two (2) highest rating categories (without regard to modifiers) 
for short term securities or in any ofthe three (i) highest rating categories (without regard to modifiers) for long term securities; 
(8) repurchase agreements with respect to any of the foregoing obligations or securities with any banking or financial institution 
(which may include the Trustee or any Paying Agent) which has outstanding securities rated by a nationally recognized rating 
organization in either of the two (2) highest rating categories (without regard to modifiers) for short term securities or i n  any of the 
three (3) highest rating categories (without regard to modifiers) for long teim securities; (11) securities issued by any regulated 
investment company (including any investment company for which the Trustee or any Paying Agent is the advisor), as defined in 
Section 85 1 of the Internal Revenue Code of 1986, as amended, or any successor section of such Code or successor federal statute, 
pi ovided tliat tlie portfolio of such investment company is limited to obligations or securities of tlie character and investment quality 
contemplated in clauses (a) through (f) above and repurchase agreements which are fully collateralized by any of such obligations or 
securities; and (i) any other obligations or securities which may lawfully be purchased by the Trustee in its capacity as such. 

servitude, charge or similar right and any other lien of any kind, including, without limitation, any conditional sale or other title 
retention agreement, any lease in the nature thereof, and any defect, irregularity, exception or limitation in record title. 

“Maturity”, when used with respect to any Security, means the date on wliicli the principal of such Security or an installment of 
principal becomes due and payable as provided in such Security or in  this Indenture, whether at tlie Stated Maturity, by declaration of 
acceleration, upon call for redemption or othetwise. 

“Mortgaged Property” means, as of any particular time, all property which at such time is subject to the L,ien of this Indenture 
(which, for tile avoidance of doubt, includes, without limitation, Funded Cash, Investment Securities and obligations secured by 
Purchase Money Liens to the extent held by the Trustee as part of the Mortgaged Property as set forth herein). 

“Lien” means any mortgage, deed of ti ust, pledge, security interest, encumbrance, easement, lease, resetvation, restriction, 
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“Notice of Default” means a written notice of the kind specified i n  Section 9.01(c). 

“Officer’s Certificate” means a certificate signed by an Authorized Officer of the Company and delivered to the Trustee. 

“Opinion of Counsel” means a written opinion of counsel, who may be counsel for the Company, or an individual who is an 

“Original Indenture” has the meaning specified in the first paragraph of this instrument. 

“Outstanding”, when used with respect to Securities, means, as of the date of determination, all Securities theretofore 

(a) Securities theretofore canceled or delivered to the Security Registrar for cancellation; 

(b) Securities deemed to have been paid for all purposes ofthis Indenture in accordance with Section 8.01 (whether or not the 
Company’s indebtedness in respect thereof shall be satisfied and discharged for any other purpose), or deemed to have been paid in 
accordance with the terms of the Securities; and 

(c) Securities, the principal, premium, if any, and interest, if any, which have been fully paid pursuant to the third paragraph of 
Section 3.06 or in exchange for or in lieu ofwhich other Securities have been authenticated and delivered pursuant to this Indenture, 
other than any such Securities in respect of which there shall have been presented to the Trustee proof satisfactory to it and the 
Company that such Securities are held by a bona fide purchaser or purcliasers in whose hands such Securities are valid obligations of 
the Company; 

provided, however, that in determining whether or not the Holders of the requisite principal amount of the Securities Outstanding 
under this Indenture, or the Outstanding Securities of any series or Tranche, have given any request, demand, aut,horization, direction, 
notice, consent or waiver hereunder or whether or not a quorum is present at a meeting of Holders of Securities, 

employee of the Company or an Affiliate of the Company, and who shall be acceptable to the Trustee. 

authenticated and delivered under this Indenture, except: 

(x) Securities owned by the Company or any other obligor upon the Securities or any Affiliate of the Company or of such 
other obligor (unless the Company, such Affiliate or such obligor owns all Securities Outstanding under this Indenture, or 
(except for the purposes of actions to be taken by Holders of more than one series or more than one Tranche, as the case may be, 
voting as a class under Section 13.02) all Outstanding Securities of each such series and each such Tranche, as the case may be, 
determined without regard to this clause (x)) shall be disregarded and deemed not to be Outstanding, except that, in determining 
whether the Trustee shall be protected i n  relying upon any such request, demand, authorization, direction, notice, consent or 
waiver or upon any such determination as to the presence o f a  quoium, only Securities which a Responsible Officer of the 
Trustee actually knows to be so owned shall be so disregarded; provided, however, that Securities so owned which have been 
pledged in good faith may be regarded as Outstanding if it is established to the 

-15- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



reasonable satisfaction of the Trustee that the pledgee, and not the Company, or any such other obligor or Affiliate of either 
thereof, has the right so to act with respect to such Securities and that the pledgee is not the Company or any other obligor upon 
the Securities or any Affiliate ofthe Company or of sucli other obligor; and provided, further, that in no event shall any Security 
which shall have been delivered to evidence or secure, in whole or in part, the Company’s obligations in respect of other 
indebtedness be deemed to be owned by the Company if the principal of such Security is payable, whether at Stated Maturity or 
upon mandatory redemption or acceleration, at the same time as the principal of such other indebtedness is payable, whether at 
Stated Maturity or upon mandatory redemption or acceleration, but only to the extent of such portion of the principal amount of 
such Security as does not exceed the principal amount of such other indebtedness, and 

(y) the principal amount of a Discount Security that shall be deemed to be Outstanding for such purposes shall be the amount 
of the principal thereof that would be due and payable as of the date of such determination upon a declaration of acceleration of 
the Maturity thereof pursuant to Section 902; and 

(2 )  the principal amount of any Security which is denominated in a currency other than Dollars or in a composite currency 
that shall be deemed to be Outstanding for such purposes shall be the amount of Dollars which could have been purchased by the 
principal amount (or, in the case o f a  Discount Secwity, the Dollar equivalent on the date determined as set forth below of the 
amount determined as provided in (y) above) of such currency or composite currency evidenced by such Security, in each such 
case certified to the Trustee in an Officer’s Certificate, based (i) on the average of the mean of the buying and selling spot rates 
quoted by three banks which are members of the New York Clearing House Association selected by the Company in effect at 
1 1  :00 A.M. (New York time) in The City of New York on the fifth Business Day preceding any such determination or (ii) if on 
such fifth Business Day it shall not be possible or practicable to obtain such quotations from such three banks, on such other 
quotations or alternative methods of determination which shall be as consistent as practicable with the method set forth in 
(i) above; 

provided, further, that in the case of any Security the principal of which is payable from time to time without presentment or 
surrender, the principal amount of such Security that shall be deemed to be Outstanding at any time for all purposes of this Indenture 
shall be the original principal amount thereof less the aggregate amount of principal thereof theretofore paid. 

“Paying Agent” means any Person, including the Company, authorized by the Company to pay the principal of, and premium, if 
any, or interest, if any, on any Securities on behalf of the Company; provided, however, that unless otherwise provided as 
contemplated by Section 3.01, the Trustee shall be the Paying Agent for all series of Securities. 

Securities, including without limitation the rate or rates of 
“Periodic Offering” means an offering of Securities of a series from time to time any or all ofthe specific terms ofwhich 
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interest, if any, thereon, the Stated Maturity or Maturities thereof and the redemption provisions, if any, with respect thereto, are to be 
determined by the Company or its agents from time to time subsequent to the initial request for the authentication and delivery of such 
Securities by the Trustee, as contemplated in Section 3.01 and clause (b) of Section 3.03. 

“Permitted Liens” means, as of any particular time, any ofthe following: 

(a) Liens existing at the date of execution and delivery ofthe Original Indenture; 

(b) as to property acquired by the Company after the date of execution and delivery of the Original Indenture, Liens existing or 
placed thereon at the time of the acquisition thereof and any Purchase Money Liens; 

(c) Liens for taxes, assessments and other governmental charges or requirements which are not delinquent or which ate being 
contested in good faith by appropriate proceedings or of which at least ten ( I O )  Business Days notice has not been given to the general 
counsel of the Company or to such other Person designated by the Company to receive such notices; 

construction, Liens or privileges of any employees of the Company for salary or wages earned, but not yet payable, and otlier Liens, 
including without limitation Liens for worker’s compensation awards, at ising in the ordinary course of business for charges or 
requirements which are not delinquent or which are being contested in  good faith and by appropriate proceedings or of which at least 
ten (10) Business Days notice has not been given to the general counsel of the Company or to such other Person designated by the 
Company to receive such notices; 

(e) Liens in respect of attachments, judgments or awards arising out ofjudicial or administrative proceedings (i) in an amount not 
exceeding the greater of (A) Fifty Million Dollars ($SO,OOO,OOO) and (B) three percent (3%) of the principal amount of the Securities 
then Outstanding or (ii) with respect to which the Company shall (X) i n  good faith be prosecuting an appeal or other proceeding for 
review and with respect to which the Company shall have secured a stay of execution pending such appeal or other proceeding or 
(Y) have the right to prosecute an appeal or other proceeding for review or (Z) have not received at least ten ( 1  0) Business Days notice 
given to the general counsel of the Company or to such other Person designated by the Company to receive such notices; 

( f )  easements, leases, reservations 01 other rights of othet s in. on, over and/or across, and laws, regulations and restrictions 
affecting, and defects, irregulat ities, exceptions and limitations in title to, the Mortgaged Property or any part thereof: provided, 
however, that such easements, leases, reservations, rights, laws, regulations, restrictions, defects, irregularities, exceptions and 
limitations do not i n  the aggregate materially impair the use by the Company of the Mortgaged Property considered as a whole for the 
purposes for which it is held by the Company; 

Company or otherwise or used or to be used by the Company primarily for right-of-way purposes; (ii) real property held under lease, 
easement, 

(d) Mechanics’, workmen’s, repairmen’s, materialmen’s, warehousemen’s, and carriers’ Liens, other Liens incident to 

(g) Liens, defects, irregularities, exceptions and limitations in (i) title to real property subject to rights-of-way in favor of the 
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license or similar right; or (iii) the rights-of-way, leases, easements, licenses or similar rights in  favor of the Company; provided, 
however, that (A) tlie Company shall have obtained from the apparent owner or owners of such real property a sufficient right, by the 
terms ofthe instrument granting such right-of-way, lease, easement, license or similar right, to tlie use thereoffor tlie purposes for 
which the Company acquired the same; (B) the Company has power under eminent domain or similar statutes to remove or 
subordinate such Liens, defects, irregularities, exceptions or limitations or (C) such defects, irregularities, exceptions and limitations 
may be othetwise remedied without undue effort or expense; and defects, irregularities, exceptions and limitations i n  title to flood 
lands, flooding rights and/or water rights; 

(h) Liens securing indebtedness or other obligations neither created, assumed nor guaranteed by the Company nor on account of 
which it customarily pays interest upon real property or rights in or relating to real property acquired by tlie Company for the purpose 
of tlie transmission or distribution of electric energy, gas or water, for the purpose of telephonic, telegraphic, radio, wireless or other 
electronic communication or otherwise for the purpose of obtaining rights-of-way; 

date and renewals and extensions thereof; and leases affecting such properties entered into after such date or affecting properties 
acquired by the Company after such date which, in either case, (i) have respective terms of not more than ten (10) years (including 
extensions or renewals at the option of the tenant) or (ii) do not materially impair the use by the Company of such properties for the 
respective purposes for which they are held by the Company; 

Q) L,iens vested in lessors, licensors, francliisors or permitters for rent or other amounts to become due or for other obligations or 
acts to be performed, the payment of which rent or the performance of which other obligations or acts is required under leases, 
subleases, licenses, franchises or permits, so long as the payment of such rent or other amounts or the performance of such other 
obligations or acts is not delinquent or is being contested in good faith and by appropriate proceedings; 

(k) controls. restrictions, obligations, duties and/or other burdens imposed by federal, state, municipal or other law, or by rules, 
regulations or orders of Governmental Authorities, upon the Mortgaged Property or any part thereof or the operation or use thereof or 
upon the Company with respect to the Mortgaged Property or any part thereof or tlie operation or use thereof or with respect to any 
franchise, grant, license, permit or public purpose requirement. or any rights reserved to or othetwise vested in Governmental 
Authorities to impose any such controls, restrictions, obligations, duties and/or other burdens; 

(i) leases existing at the date of execution and delivery of the Original Indenture affecting properties owned by the Company at said 

(1) rights which Governmental Authorities may have by vit tue of franchises, grants, licenses, permits or contracts, or by virtue of 
law, to purchase, recapture or designate a purchaser of or order tlie sale of tlie Mortgaged Property or any part thereof, to terminate 
franchises, grants. licenses, permits, contracts or other rights or to regulate tlie property and business of the Company; and any and all 
obligations of the Company correlative to any such rights; 
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(m) Liens required by law or governmental regulations (i) as a condition to the transaction of any business or the exercise of any 
ptivilege or license, (ii) to enable the Company to maintain self-insurance or to participate in any funds established to cover any 
insurance risks, (iii) in  connection with workmen’s compensation, unemployment insurance, social security, any pension or welfare 
benefit plan or (iv) to share in the privileges or benefits required for companies participating in one or more of the arrangements 
described in clauses (ii) and (iii) above; 

(n) Liens on the Mortgaged Property or any part thereof which are granted by the Company to secure duties or public or statutory 
obligations or to secure, or serve in lieu of, surety, stay or appeal bonds; 

(0) rights reserved to or vested in others to take or receive any part of any coal, ore, gas, oil and other minerals, any timber and/or 
any electric capacity or energy, gas, water, steam and any other products, developed, produced, manufactured, generated, purchased or 
otherwise acquired by the Company or by others on property of the Company; 

(p) (i) rights and interests of Persons other than the Company arising out ofcontracts, agreements and other instruments to which 
the Company is a party and which relate to the common ownership orjoint use of property; and (ii) all Liens on the interests of 
Persons other than the Company in property owned i n  common by such Persons and the Company ifand to the extent that the 
enforcement of such Liens would not adversely afi‘ect the interests ofthe Company in such property in any material respect; 

public service corporation; 

arrangements have been made; 

(9) any restrictions on assignment and/or requirements of any assignee to qualify as a permitted assignee and/or public utility or 

(r) any Liens which have been bonded for the frill amount in dispute or for the payment ofwliich other adequate security 

(s) rights and interests granted pursuant to Section 17.02(c); 

(t) Prepaid Liens and Purchase Money Liens; and 

(11) any Lien ofthe Trustee granted pursuant to Section 10.07. 

“Person” means any iiidividual, corporation, joint venture, trust or unincot porated organization or any Governmental Authority. 

“Place of Payment”, when used with respect to the Securities of any series, or Tranche thereof, means the place or places, 
specified as contemplated by Section 3.01 or specified in Section 4.06 with respect to the Bonds of Series Due 2019, at which, subject 
to Section 7.02, principal of and premium, if any, and interest, if any, on the Securities of such series or Tranche are payable. 

“Predecessor Security” of any particular Security means every previous Security evidencing all or a portion of the same debt as 
that evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated and delivered under 
Section 3.06 in  
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exchange for or in  lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to evidence the same debt as the mutilated, 
destroyed, lost or stolen Security. 

“Prepaid Lien” means any Lien securing indebtedness for the payment of which money in the necessary amount shall have been 
irrevocably deposited in trust with the trustee or other holder of such Lien; provided, however, that if such indebtedness is to be 
redeemed or otherwise prepaid prior to the Stated Maturity thereof, any notice requisite to such redemption or prepayment shall have 
been given i n  accordance with the mortgage or other instrument creating such Lien or irrevocable itisttuctions to give such notice shall 
have been given to such trustee or other holder. 

“Property Additions” has the meaning specified in Section 1.03. 

“Purchase Money Lien” means, with respect to any property being acquired or disposed of by the Company or being I eleased 

(a) is taken or retained by the transferor of such property to secure all or part of the purchase price thereof; 

(b) is granted to one or more Persons other than the transferor which, by making advances or incurring an obligation, give value to 

(c) is granted to any other Person in connection with the release of such property from the Lien of this Indenture on the basis of the 

from the Lien of this Indenture, a Lien on such property which 

enable the grantor of such Lien to acquire rights in or the use of such property; 

deposit with the Trustee or the trustee or other holder of a Lien prior to the Lien of this Indenture of obligations secured by such Lien 
on such property (as well as any othet property subject thereto); 

(d) is held by a trustee or agent for the benefit of one or more Persons described in clause (a), (b) and/or (c) above, provided that 
such L k n  may be held, i n  addition, for the benefit of one or more other Persons which shall have theretofore given, or may thereafter 
give, value to or for the benefit or account of the grantor of such Lien for one or more other purposes; or 

(e) othetwise constitutes a purchase money mortgage or a purchase money security interest under applicable law; 

and, without limiting the generality of the foregoing, for purposes of this Indenture, the term Purchase Money Lien shall be deemed to 
include any Lien described above whether or not such Lien (x) shall permit the issuance or other incurrence of additional indebtedness 
secured by such Lien on such property, (y) shall permit the subjection to such Lien of additional property and the issuance or other 
incurrence of additional indebtedness on the basis thereof and/or (z) shall have been granted prior to the acquisition, disposition or 
release of such property, shall attach to or othetwise covet property other than the property being acquired, disposed of or released 
and/or shall secure obligations issued prior and/or subsequent to the issuance of the obligations delivered i l l  connection with such 
acquisition, disposition or release. 
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“Redemption Date”, when used with respect to any Security to be redeemed, means the date Fixed for such redemption by or 
pursuant to this Indenture. 

“Redemption Price”, when used with respect to any Security to be redeemed, means the price at which it is to be redeemed 
pursuant to this Indenture. exclusive of accrued and unpaid interest. 

“Regular Record Date” for the interest payable on any Interest Payment Date on the Securities of any series means the date 
specified for that purpose as contemplated by Section 3.01 or specified lor that putpose i n  Section 4.10 with respect to the Bonds of 
Series Due 20 19. 

“Required Currency” has the meaning specified in Section 3.11. 

“Responsible Officer”, when used with respect to the Trustee, means any Vice President, Assistant Vice President, Trust Officer 
or other officer of the Trustee who, in the case of each of the foregoing, is assigned by the Trustee to its corporate trust department 
responsible for the administration of this Indenture that is located in the Corporate Trust Office. 

(a) no longer remain Outstanding by reason of the applicability of clause (a) or (b) in the definition of “Outstanding” (other than any 
Predecessor Security of any Security), (b) have not been made the basis under any of the provisions of this Indenture of one or more 
Authorized Purposes or (c) have not been paid, redeemed, purchased or othetwise retired by the application thereto of Funded Cash. 

“Securities” has the meaning stated in the first recital of this Indenture and more particularly means any securities authenticated 
and delivered under this Indenture. 

“Securities Act” means, as of any time, the Securities Act of 1933, as amended, as in  effect at such time. 

“Security Register” and “Security Registrar” have the respective meanings specified in Section 5 05. 

“Special Record Date” for the payment of any Defaulted Interest on the Securities of’ any series means a date fixed by the Trustee 
pursuant to Section 3.07. 

“Stated Interest Rate” means a rate (whether fixed or variable) at which an obligation by its terms is stated to bear simple interest. 
Any calculation or other determination to be made under this Indenture by reference to the Stated Interest Rate on a Security shall be 
made without regard to the effective interest cost to the Company of such Security and without regard to the Stated Interest Rate on, or 
the effective cost to the Company of, any other indebtedness the Company’s obligations i n  respect of which are evidenced or secured 
in whole or in  part by such Security. 

“Stated Maturity”, when used with respect to any Security or any obligation or any installment of principal thereof or interest 
thereon, means the date 011 which the principal of such 

“Retired Securities” means any Securities authenticated and delivered under this Indenture on or after the Execution Date, which 
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obligation or such installment of principal or interest is stated to be due and payable (without regard to any provisions for redemption, 
prepayment, acceleration, purchase or extension). 

“Successor Company” has the meaning set forth in Section 12.01. 

“supplemental indenture” or “indenture supplemental hereto” means an instrument supplementing or amending this Indenture 
executed and delivered pursuant to Article Thirteen. 

“Tranche” means a group of Securities which (a) are ofthe same series and (b) have identical terms except as to principal amount 
and/or date of issuance. 

“Trustee” means the Person named as the “Trustee” in the first paragraph of this instrument until a successor Trustee shall have 
been appointed by the Company pursuant to Section IO.  I0 or otherwise liave become such with respect to one or more series of 
Securities pursuant to the applicable provisions of this Indenture, and thereafter “Trustee” shall mean or include each Person who is 
then a Trustee hereunder, and if at any time there is more than one such Person, “Trustee” as used with respect to the Securities of any 
series shall mean the Trustee with respect to Securities of that series. 

“Trust Indenture Act” means, as of any time, the Trust Indenture Act of 1939, as amended, as in effect at such time. 

“United States” means the Llnited States of America, its territories, its possessions and other areas subject to its jurisdiction. 

SECTION 1.02. FUNDED PROPERTY, FUNDED CASH. 

“Funded Property” means: 

(a) all Property Additions to the extent that the same shall have been made the basis of the authentication and delivery of Securities 
under this Indenture pursuant to Section 16.02; 

(b) all Property Additions to the extent that the same shall have been made the basis of the release of Funded Property fiom the 
Lien of this Indenture pursuant to Section 17.03; 

(c) all Property Additions to the extent that the same shall have been substituted for Funded Property retired pursuant to 
Section 1.03; 

(d) all Property Additions to the extent that the same shall have been made the basis of the withdrawal of cash held by the Trustee 
pursuant to Section 16.04 or 17.06; and 

(e) all Property Additions to the extent that the same shall have been used as the basis o f a  credit against, or othetwise in 
satisfaction of, the requirements of any sinking. improvement, maintenance, replacement or similar fund or analogous provision 
established with respect to the Securities of any series, or any Tranche thereof, as contemplated by Section 3.0 I ;  provided, however, 
that any such Property Additions shall cease to be Funded Property when all of the Securities of such series or Tranche shall cease to 
be Outstanding. 
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In the event that in any certificate filed with the Trustee in connection with any of the Property Additions referred to in clauses (a), 
(b), (d) and (e) of this Section, only a part of the Cost or Fair Value of the Property Additions described in such certificate shall be 
required for the purposes of such cettiliicate, then such Property Additions shall be deemed to be Funded Property only to the extent so 
required for the purpose of such certificate. 

All Funded Property that shall be abandoned, destroyed, released or otherwise disposed of shall for the purpose of Section 1.03 
hereof be deemed Funded Property retired and for other purposes of this Indenture shall thereupon cease to be Funded Property but as 
in this Indenture provided may at any time thereafter again become Funded Property. Neither any reduction in the Cost or book value 
of property recorded in the plant account of the Company, nor the transfer of any amount appearing in such account to intangible 
and/or adjustment accounts, otherwise than i n  connection with actual retirements of physical property abandoned, destroyed, released 
or disposed of, and othenvise than in connection with the removal of such property in  its entirety from plant account. shall be deemed 
to constitute a retirement of Funded Property. 

specific properties or the designation of all or a specified portion of the properties reflected in one or more generic accounts or 
subaccounts in the Company’s books of account), for the purpose of determining the extent to which fungible properties, or other 
properties not othetwise identified, reflected in the same generic account or subaccount in the Company’s books of account constitute 
Funded Property or Funded Property retired. 

The Company may make allocations, on a pro-rata or other reasonable basis (including, but not limited to, the designation of 

“Funded Cash” means: 

(a) cash, held by the Trustee hereunder, to the extent that it represents the proceeds of insurance on Funded Property (except as 
otherwise provided in  Section 17.13), or cash deposited in connection with the release of Funded Property pursuant to 
Article Seventeen, or the payment of the principal of, or the proceeds of the release of, obligations secured by Purchase Money Lien 
and delivered to the Trustee pursuant to Article Seventeen, all subject, however, to the provisions of Section 17.13 and Section 17.06; 
and 

(b) any cash deposited with tlie Trustec under Section 16.04. 

SECTION 1.03. PROPERTY ADDITIONS; COST. 

the Company and is Mortgaged Property. 

in Section 17.03 and Section 17.06), 

(a) “Property Additions” means, as of any particular time, any item, unit or element of property which at such time is owned by 

(b) When any Property Additions are certified to the Trustee as the basis of any Authorized Purpose (except as otherwise provided 

(i) there shall be deducted from tlie Cost or Fair Value to the Company thereof, as the case may be (as of the date so certified), 
an amount equal to the Cost (or as to Property Additions of which the Fair Value to the Company at the time tlie same became 
Funded Property was certified to be an amount less than the Cost as determined pursuant to this Section, then such Fair Value, as so 
cettified, in lieu of Cost) of all 
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Funded Property of the Company retired to the date of such certification (other than the Funded Property, if any, in connection with 
tlie application for the release of which such certificate is filed) and not theretofore deducted from the Cost or Fair Value to the 
Company of Property Additions theretofore certified to the Trustee, and 

(ii) there may, at the option of the Company, be added to such Cost or Fair Value, as the case may be, the sum of 

Company then elects so to add, which shall theretofore have been delivered to the Trustee or the trustee or other holder of a Lien 
prior to the Lien of this Indenture as the basis of the release of Funded Propei-ty retired from the Lien of this Indenture or such 
prior Lien, as the case may be; 

(2) the amount of any cash, not theretofore so added and which tlie Company then elects so to add, which shall theretofore 
have been delivered to the Trustee or the trustee or other holder of a Lien prior to the Lien of this Indenture as the proceeds of 
insurance on Funded Property retired (to the extent of the portion thereof deemed to be Funded Cash) or as the basis of the 
release of Funded Property retired from the Lien of this Indenture or from such prior Lien, as the case may be; 

( 3 )  the principal amount of any Security or Securities, or portion of such principal amount, not theretofore so added and 
which the Company then elects so to add, (I) which shall theretofore have been delivered to the Trustee as the basis of the release 
of Funded Property retired or (11) the right to the authentication and delivery of which under the provisions of Section 16.03 shall 
at any time theretofore have been waived under Section 17.03(d)(iii) as tlie basis of the release of Funded Property retired; 

(4) the Cost or Fair Value to the Company (whichever shall be less) of any Property Additions, not theretofore so added and 
which the Company then elects so to add, which shall theretofore have been made tlie basis of the release of Funded Property 
retired (such Fair Value to he the amount shown i n  tlie Expert’s Certificate delivered to tlic Trustee i n  connection with such 
I elease); and 

to the extent that the same shall have beeti substituted for Funded Property retired; 

( I )  the principal amount of any obligations secured by Purchase Money Lien, not theretofore so added and which the 

(5) the Cost to the Company of any Property Additions not theretofore so added and which the Company then elects so to add, 

provided, however, that tlie aggregate of tlie amounts added under clause (ii) above shall in no event exceed tlie amounts deducted 
under clause (i) above. 

(c) Except as othetwise provided in  Section 17.01, the term “Cost” with respect to Property Additions shall mean the sum of 
(i) any cash delivered in payment therefor or for tlie acquisition thereof, (ii) an amount equivalent to the fair market value in cash (as 
of the date ofdelivery) of any securities or other property delivered in payment therefor or for the acquisition 
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thereof, (iii) the principal amount of any obligations secured by prior Lien upon such Property Additions outstanding at the time of the 
acquisition thereof, (iv) tlie principal amount of any otlier obligations incurred or assumed in connection with the payment for sucli 
Property Additions or for the acquisition thereof and (v) any other amounts which, in accordance with generally accepted accounting 
principles, are properly charged or chargeable to the plant or other property accounts of the Company with respect to such Property 
Additions as part of the cost of construction or acquisition thereof, including, but not limited to, any allowance for funds used during 
construction or any similar or analogous amount; provided, however, that, notwithstanding any otlier provision of this Indenture, 

(i) with respect to Property Additions owned by a successor corporation immediately prior to the time it shall have become such 
by consolidation or merger or acquired by a successor corporation in or as a result of a consolidation or merger (excluding, in any 
case, Property Additions owned by the Company immediately prior to such time), Cost shall mean the amount or amounts at which 
such Property Additions are recorded in the plant or other property accounts of such successot corporation, or tlie predecessor 
corporation from which such Property Additions are acquired, as the case may be, immediately prior to such consolidation or 
merger; 

any consideration consisting ot cash, securities or other property or the incurring or assumption of indebtedness, no determination 
of Cost shall be required, and, wherever in this Indenture provision is made for Cost or Fair Value, Cost with respect to such 
Property Additions shall niean an amount equal to tlie Fair Value to tlie Company thereof or, if greatet, the aggregate amount 
reflected in tlie Company’s books of account with respect thereto upon tlie acquisition thereof; and 

(iii) in no event shall the Cost of Property Additions be required to reflect any depreciation or amortization in respect of such 
Property Additions, or any adjustment to the amount or amounts at which such Property Additions are recorded in plant or other 
property accounts due to the non-recoverability of investment or otherwise. If any Property Additions are shown by tlie Expert’s 
Certificate provided for in Section 16.02(b)(ii) to include property which has been used or operated by others than the Company in 
a business similar to that in which it has been or is to be used or operated by the Company, the Cost thereof need not be reduced by 
any amount in respect of any goodwill, going concern value tights and/or intangible property simultaneously acquired for which no 
separate or distinct consideration shall have been paid or apportioned, and in such case tlie term Property Additions as defined 
herein may include such goodwill, going concern value rights and intangible property. 

(ii) with respect to Property Additions which shall have been acquired (otheiwise than by construction) by tlie Company without 

SECTION 1.04. COMPLIANCE CERTIFICATES AND OPINIONS. 

Except as otherwise expressly provided in this Indenture, upon any application or request by the Company to tlie Trustee to take 
any action under any provision ofthis Indenture, the Company shall furnish to the Trustee an Officer’s Certificate stating that in the 
opinion of the Authorized Officer executing such Officer’s Certificate all conditions precedent, if any, provided 
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for i n  this Indenture relating to the proposed action (including any covenants compliance with which constitutes a condition precedent) 
have been complied with and an Opinion of Counsel stating that in the opinion of' such counsel all such conditions precedent, if any, 
have been complied with, except that in the case of any such application or request as to which the furnishing of such documents is 
specifically required by any provision of this Indenture relating to such particular application or request, no additional certificate or 
opinion need be furnished. 

Every certificate or opinion with respect to compliance with a condition or covenant provided for in  this Indenture shall include: 

(a) a statement that each Person signing such certificate or opinion has read such covenant or condition and the definitions herein 

(b) a brief statement as to the nature and scope of the examination or investigation upon which the statements or opinions contained 

(c) a statement that, in the opinion of each such Person, such Person has made such examination or investigation as is necessary to 

(d) a statement as to whether. in the opinion of each such Person, such condition or covenant has been complied with. 

relating thereto; 

in such certificate or opinion are based; 

enable such Person to express an informed opinion as to whether or not such covenant or condition has been complied with; and 

SECTION 1.05. FORM OF DOCUMENTS DELIVERED TO TRUSTEE. 

(a) Any Officer's Certificate may be based (without further examination or investigation), insofar as it relates to or is dependent 
upon legal matters, upon an opinion of, or representations by, counsel, and, insofar as it relates to or is dependent upon matters which 
are sub"ject to verification by Accountants. upon a certificate or opinion of, or representations by, an Accountant, and insofar as it 
relates to or is dependent upon matters which are tequited in this Indenture to be covered by a ceitificate or opinion of, or 
representations by, an Expert, upon the certificate or opinion of, or representations by, an Expeit, unless, in any case, such officer has 
actual Imowledge that the certificate or opinion or representations with respect to the matters upon which such Officer's Certificate 
may be based as aforesaid are erroneous. 

legal matters, upon an opinion 01'. or representations by, counsel, and insofar as it relates to or is dependent upon factual matters, 
infot mation with respect to which is in the possession of the Company and which are not subject to verification by Experts, upon a 
certificate or opinion of, or representations by, an officer or officers of the Company, unless such expert has actual knowledge that the 
certificate or opinion or representations with respect to the matters upon which his certificate or opinion may be based as aforesaid are 
erroneous. 

Any Expert's Certificate may be based (without further examination or investigation), insofar as it relates to or is dependent upon 

Any certificate of an Accountant may be based (without further examination or investigation), insofar as it relates to or is 
dependent upon legal matters, upon an opinion of, or representations by, counsel, and insofar as it relates to or is dependent upon 
factual matters, information with respect to which is in the possession ofthe Company and which are not subject 
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to verification by Accountants, upon a certificate of, or representations by, an officer or officers of tlie Company, unless such 
Accountant has actual knowledge that the certificate or opinion or representations with respect to the matters upon which liis 
certificate or opinion may be based as aforesaid are erroneous. 

Any Opinion of Counsel may be based (without further examination or investigation), insofar as it relates to or is dependent upon 
factual matters, information with respect to which is in the possession of the Company, upon a certificate of, or representations by, an 
officer or officers of tlie Company, and, insofar as it relates to or is dependent upon matters which are subject to verification by 
Accountants upon a certificate or opinion of, or representations by, an Accountant, and, insofar as it relates to or is dependent upon 
matters required in this Indenture to be covered by a certificate or opinion of, or representations by, an Expert, upon the certificate or 
opinion of, or representations by, an Expert, unless such counsel has actual knowledge that tlie certificate or opinion or representations 
with respect to the matters upon which liis opinion may be based as aforesaid are erroneous. I n  addition, any Opinion of Counsel may 
be based (without further examination or investigation), insofar as it relates to or is dependent upon matters covered in an Opinion of 
Counsel rendered by other counsel, upon such other Opinion of Counsel, unless such counsel has actual knowledge that the Opinion of 
Counsel rendered by such other counsel with respect to the matters upon which his Opinion of Counsel may be based as afotesaid are 
erroneous. Further, any Opinion of Counsel with respect to the status of title to or the sufficiency of descriptions of property, and/or 
the existence of Liens thereon, and/or the recording or filing of documents, and/or any similar matters, may be based (without further 
examination or investigation) upon (i) title insurance policies or commitments and reports, abstracts of title, lien search certificates and 
other similar documents or (ii) certificates of, or representations by, officers, employees, agents and/or other representatives of the 
Company or (iii) any combination of the documents referred to in (i) and (ii), unless, in any case, such counsel has actual knowledge 
that the document or documents with respect to the matters upon which his opinion may be based as aforesaid are erroneous. If, in 
order to render any Opinion of Counsel provided for herein, the signer thereof shall deem it necessary that additional facts or matters 
be stated in any Ofticer’s Certificate, certificate of an Accountant or Expert‘s Certificate provided for herein, then such certificate may 
state all such additional facts or matters as the signer of such Opinion of Counsel may request. 

(b) In any case wliere several matters are required to be certified by, or covered by an opinion of, any specified Person, it is not 
necessary that all sucli matters be certified by, or covered by tlie opinion of, only one such Person, or that they be so certified or 
covered by only one document, but one such Person may certify or give an opinion with respect to some matters and one or more 
other such Persons as to other matters, and any such Person may certify or give an opinion as to such matters in one or several 
documents. Where (i) any Person is required to make, give or execute two or more applications, requests, consents, certificates, 
statements, opinions or other instruments under this Indenture, or (ii) two or more Persons are each required to make, give or execute 
any such application, request, consent, certificate, statement, opinion or other instrument, any such applications, requests, consents, 
certificates, statements, opinions or other instruments may, but need not, be consolidated and form one instrument. 

of Counsel or other document or instrument, a 
(c) Whenever, subsequent to the receipt by tlie Trustee of any Board Resolution, Officer’s Certificate, Expert’s Certificate, Opinion 

-27- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



clerical, typographical or other inadvertent or unintentional error or omission shall be discovered therein, a new document or 
instrument may be substituted therefor in  corrected form with the same force and effect as if originally filed i n  the corrected form and, 
irrespective of the date or dates of the actual execution and/or delivery thereof, such substitute document or instrument shall be 
deemed to have been executed and/or delivered as of the date or dates required with respect to the document or instrument for which it 
is substituted. Anything in this Indenture to the contrary notwithstanding, if any such corrective document or instrument indicates that 
action has been taken by or at the request of the Company which could not have been taken had the original document or instrument 
not contained such error or omission, the action so taken shall not be invalidated or othetwise rendered ineffective but shall be and 
remain in full force and effect, except to the extent that such action was a result of willful misconduct or bad faith. Without limiting 
the generality of the foregoing, any Securities issued under the authority of such defective document or instrument shall nevertheless 
be the valid obligations of the Company entitled to the benefits of this Indenture equally and ratably with all other Outstanding 
Securities, except as aforesaid. 

SECTION 1.06. ACTS OF HOLDERS. 

(a) Any request, demand, authorization, direction, notice, consent, election, waiver or other action provided by this Indenture to be 
made, given or taken by IHolders may be embodied in and evidenced by one or more instruments of substantially similar tenor signed 
by such Holders in person or by an agent duly appointed i n  writing or, alternatively, may be embodied in and evidenced by the record 
of Holders voting i n  favor thereof, either in person or by proxies duly appointed i n  writing, at any meeting of Holders duly called and 
held in accordance with the provisions ofAt-ticle Fourteen, or a combination of such instruments and any such record. Except as 
herein othetwise expressly provided, such action shall become effective when such instrument or instruments or record or both are 
delivered to the Trustee and, whet e it is hereby expressly required, to the Company, Such instrument or instruments and any such 
record (and the action embodied therein and evidenced thereby) are herein sometimes referred to as the “Act” of the Holders signing 
such instrument or instruments and so voting at any such meeting. Proof of execution of any such instrument or of a writing 
appointing any such agent, or of the holding by any Person of a Security, shall be sufficient for any purpose of this Indenture and 
(subject to Section 10.01) conclusive in favor of the Trustee and the Company, if made in the manner provided in this Section. The 
record of any meeting of Holders shall be proved in the manner provided in Section 14.06. 

of such execution or by a certificate of a notary public or other officer authorized by law to take acknowledgments of deeds, certifying 
that the individual signing such instrument or writing acknowledged to him the execution thereof or may be proved in any other 
manner which the Trustee and the Company deem sufficient. Where such execution is by a signer acting in a capacity other than his 
individual capacity, such certificate or affidavit shall also constitute sufficient proof of his authority. 

Outstanding) and serial numbers of Securities held by any Person, and the date of holding the same, shall be proved by the Security 
Registel. 

(b) The fact and date of the execution by any Person of any such instrument or writing may be proved by the affidavit of a witness 

(c) The ownership, principal amount (except as othetwise contemplated in clause (y) of the first proviso to the definition of 
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(d) Any request, demand, authorization, direction, notice, consent, election, waiver or other Act of a Holder shall bind every future 
Holder of the same Security and the Holder of every Security issued upon the registration of transfer thereof or in  exchange therefor or 
in lieu thereof in respect of anything done, omitted or suffered to be done by the Trustee or the Company in reliance thereon, whether 
or not notation of such action is made upon such Security. 

(e) Until such time as written instruments shall have been delivered to the Trustee with respect to the requisite percentage of 
principal amount of Securities for the action contemplated by such instruments, any such instrument executed and delivered by or on 
behalf of a Holder may be revoked with respect to any or all of such Securities by written notice by such Holder or any subsequent 
Holder, proven in the manner in which such instrument was proven. 

(f)  Securities of any series, or any Tranche thereof, authenticated and delivered after any Act of Holders may, and shall, if required 
by the Trustee, bear a notation in form approved by the Company as to any action taken by such Act of Holders. If the Company shall 
so determine, new Securities of any series. or any Tranche thereof, so modified as to conform, in the opinion of the Trustee and the 
Company, to such action may be prepared and executed by the Company and authenticated and delivered by the Trustee in exchange 
for Outstanding Securities of such series or Tranche. 

(8) If the Company shall solicit from Holders any request, demand, authorization, direction, notice, consent, waiver or other Act, 
the Company may, at its option, fix in  advance a record date for the determination of Holders entitled to give such request, demand, 
authorization, direction, notice, consent, waiver or other Act, but the Company shall have no obligation to do so. If such a record date 
is fixed, such request, demand, authorization. direction, notice, consent, waiver or other Act may be given before or after such record 
date, but only the Holders of record at the close of business on the record date shall be deemed to be Holders for the purposes of 
determining whether I-lolders of the requisite proportion of the Outstanding Securities have authorized or agreed or consented to such 
request, demand, authorization, direction, notice, consent, waiver or other Act, and for that purpose the Outstanding Securities shall be 
computed as of the record date. 

SECTION 1.07. NOTICES, ETC. TO TRUSTEE OR COMPANY. 

Except as otherwise provided herein, any request, demand, authorization, direction, notice, consent, election, waiver or Act of 
Holders or other document provided or permitted by this Indenture to be made upon, given or furnished to, or filed with, the Trustee 
by any Holder or by the Company, or the Company by the Trustee or by any Holder, shall be sufficient for every purpose hereunder 
(unless otherwise expressly provided herein) if in writing and delivered personally to an officer or other responsible employee of the 
addressee, or ti ansmitted by facsimile transmission or other direct written electronic means (such means of delivery being acceptable 
to the Trustee) to such telephone number or other electronic communications address set forth for such party below or such other 
address as the parties hereto shall from time to time designate, or delivered by registered or certified mail or reputable overriight 
courier, charges prepaid, to the applicable address set forth for such party below or to such other address as either party hereto may 
fi-om time to time designate: 
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If to the Trustee, to: 

The Bank of New York Mellon Trust Company, N.A. 
Corporate Trust Administration 
900 Ashwood Parkway, Suite 425 
Atlanta, Georgia 30338 
Attention: Vice President 
Telecopy: (770) 698-5 195 

I f  to the Company, to: 

Duke Energy Ohio, Inc. 
526 South Church Street 
Charlotte, North Carolina 28202 
Attention: Treasurer 
Telecopy: (980) 373-3699 

Any communication contemplated herein shall be deemed to have been made, given, furnished and filed if personally delivered, on 
the date of delivery, if transmitted by facsimile transmission or other direct written electronic means, on the date of transmission, and 
if transmitted by registered or certified mail or reputable overnight courier, on the date of receipt. 

SECTION 1.08. NOTICE TO HOL,DERS OF SECURITIES; WAIVER. 

Except as othetwise expressly provided herein, where this Indenture provides for notice to Nolders of any event, such notice shall 
be sufficiently given, and shall be deemed given, to Holders if in writing and mailed, first-class postage prepaid, to each Holder 
affected by such event, at the address of such Holder as it appears in the Security Register, not later than the latest date, and not earlier 
than the earliest date. if any, prescribed for the giving of such notice. 

I n  case by reason of the suspension of regular mail service or by reason of any other cause it shall be impracticable to give such 
notice to Holders by mail, then such notification as shall be made with the approval ofthe Trustee shall constitute a sufficient 
notification for every purpose hereunder. In  any case where notice to Holders is given by mail, neither the failure to mail such notice, 
nor any defect in any notice so mailed, to any particular Holder shall affect the sufficiency of such notice with respect to other 
Holders. 

Any notice required by this Indenture may be waived in writing by the Person entitled to receive such notice, either before or aRer 
the event otherwise to be specified therein, and such waiver shall be the equivalent of such notice. Waivers of notice by Holders shall 
be filed with the Tiustee, but such filing shall not be a condition precedent to the validity of any action taken i n  reliance upon such 
waiver. 

SECTION 1.09. CONFLICT WITH TRUST INDENTURE ACT. 

If  any provision of this Indenture limits, qualifies or conflicts with another provision hereof which is required or deemed to be 
included i n  this Indenture by, or is otherwise governed 

-30- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



by, any provision of the Trust Indenture Act, such other provision shall control; and if any provision hereof otherwise conflicts with 
the Trust Indenture Act, the Trust Indenture Act shall control unless othetwise provided as contemplated by Section 3.01 with respect 
to any series of Securities. 

SECTION 1.10. EFFECT OF HEADINGS AND TABLE OF CONTENTS. 

construction hereof. 
The Article and Section headings in this Indenture and the Table of Contents are for convenience only and shall not affect the 

SECTION 1.11. SUCCESSORS AND ASSIGNS. 

All covenants and agreements in this Indenture by the Company and Tiustee shall bind their respective successors and assigns, 
whether so expressed or not. 

SECTION 1.12. SEPARABILITY CLAUSE. 

In case any provision in this Indenture or the Securities shall be held to be invalid, illegal or unenforceable, the validity, legality 
and enforceability of’the remaining provisions shall not in any way be affected or impaired thereby. 

SECTION 1.13. BENEFITS OF INDENTURE. 

Nothing i n  this Indenture or the Securities, express or implied, shall give to any Person, other than the parties hereto, their 
successors hereunder and the Holders of any Outstanding Securities, any benefit or any legal or equitable right, remedy or claim under 
this Indenture. 

SECTION 1.14. GOVERNING LAW. 

This Indenture and the Securities shall be governed by and construed in accordance with the laws of the State of Ohio, except (a) to 
the extent that the Trust Indenture Act shall be applicable, and (b) that the rights, duties, obligations, privileges, immunities and 
standard of care of the Trustee shall be governed by the laws of the State of New York. 

SECTION 1.15. LEGAL HOLIDAYS. 

any Place of Payment, then (notwithstanding any other provision of this Indenture or of the Securities other than a provision in  
Securities of any series, or any Tranche thereof, or i n  the indenture supplemental hereto, Board Resolution or Officer’s Certificate 
which establishes the terms of the Securities of such series or Tranche, which specifically states that such provision shall apply in lieu 
of this Section) payment o f  interest or principal and premium, if any, need not be made at such Place of Payment on such date, but 
may be made on the next succeeding Business Day at such Place of Payment with the same force and effect as if made on the Interest 
Payment Date, Redemption Date, or Stated Maturity, and, if such payment is made or duly provided for on such Business Day, no 
interest shall accrue on the amount so payable for the period from and after such Interest Payment Date, Redemption Date or Stated 
Maturity, as the case may be, to such Business Day. 

I n  any case where any Interest Payment Date, Redemption Date or Stated Maturity of any Security shall not be a Business Day at 
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SECTION 1.16. INVESTMENT OF CASH HELD BY TRUSTEE. 

Any cash held by the Trustee or any Paying Agent under any provision of this Indenture shall, except as othetwise provided in 
Section 17.06 or in Article Eight, at the request o f the  Company evidenced by Company Order, be invested or reinvested in 
Investment Securities designated by the Company (such Company Order to contain a representation to the effect that the securities 
designated therein constitute Investment Securities), and any interest on such Investment Securities shall be promptly paid over to the 
Company as received free and clear of any Lien. Such Investment Securities shall be held subject to the same provisions hereof as the 
cash used to purchase the same, but upon a like request of the Company shall be sold, in whole or in designated part, and the proceeds 
of such sale shall be held subject to the same provisions hereof as the cash used to purchase the Investment Securities so sold. If the 
cash used to purchase such Investment Securities was being held as part of the Mortgaged Property, then such Investment Securities 
and proceeds shall also be held as part of the Mortgaged Property. If such sale shall produce a net sum less than the cost ofthe 
Investment Securities so sold, the Company shall pay to the Trustee or any such Paying Agent, as the case may be, such amount in 
cash as, together with the net proceeds from such sale, shall equal the cost of the Investment Securities so sold, and i f  such sale shall 
produce a net sum greater than the cost of the Investment Securities so sold, the Trustee or any such Paying Agent, as the case may be, 
shall promptly pay over to the Company an amount in cash equal to such excess, free and clear of any Lien. In no event shall the 
Trustee be liable for any loss incurred in connection with the sale of any Investment Security pursuant to this Section. 

any gain upon the sale thereofshall be held as part ofthe Mortgaged Property until such Event of Default shall have been cured or 
waived, whereupon such interest and gain shall be promptly paid over to the Company free and clear of any Lien. 

Notwithstanding the foregoing, if an Event of Default shall have occurred and be continuing, interest on Investment Securities and 

SECTION 1.17. FORCE MAJEURE. 

In no event shall the Trustee be responsible or liable for any failure or delay in the performance of its obligations hereunder arising 
out of or caused by, directly or indirectly, forces beyond its control, including, without limitation, strikes, work stoppages, accidents, 
acts of war or terrorism, civil or military disturbances, nucleai or natural catastrophes or acts of God, and interruptions, loss or 
malfunctions of utilities, communications or computer (software and hardware) services; it being understood that the Trustee shall use 
reasonable efforts which are consistent with accepted practices in the banking industiy to resume performance as soon as practicable 
under the circumstances. 
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SECTION 1.18. WAIVER OF JURY TRIAL. 

EACH OF THE COMPANY AND THE TRUSTEE HEREBY IRREVOCABL,Y WAIVES, TO THE FULLEST EXTENT 
PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING 
OUT OF OR RELATING TO THIS INDENTIJRE, THE SECIJRITTES OR THE TRANSACTIONS CONTEMPLATED HEREBY 
OR THEREBY. 

E N D  OF ARTICLE ONE] 
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ARTICLE TWO. 

SECURITY FORMS 

SECTION 2.01. FORMS GENERALLY. 

The definitive Securities of each series shall be in substantially the form or forms thereof established in the indenture supplemental 
hereto establishing such series or in a Board Resolution establishing such series, or in  an Officer’s Certificate pursuant to such a 
supplemental indenture or Board Resolution, or with respect to the Bonds of Series Due 2019, in substantially the form set forth in 
Section 4.10, in each case with such appropriate insertions, omissions, substitutions and other variations as are required or permitted 
by this Indenture, and may have such lettei s, numbers or other marks of identification and such notations, legends or endorsements 
placed thereon as may be required to comply with applicable law. the rules of any securities exchange or depository, including The 
Depositoty Trust Company, or other clearing corporation or securities intermediary, automated quotation system, agreements to which 
the Company is subject, or usage, or as may, consistently herewith, be determined by the officers executing such Securities, as 
evidenced by their execution thereof. If the form or forms of Securities of any series are established in a Board Resolution or in  an 
Officer’s Certificate pursuant to a supplemental indenture or a Board Resolution, such Board Resolution and Officer’s Certificate, if 
any, shall be delivered to the Trustee at or prior to the delivery of the Company Order contemplated by Section 3.03 for the 
authentication and delivery of such Securities. 

Unless otheiwise specified as contemplated by Section 3.01, the Securities of each series shall be issuable in registered fotm 
without coupons. The definitive Securities shall be produced in such manner as shall be determined by the officers executing such 
Securities, as evidenced by their execution thereof. 

SECTION 2.02. FORM OF TRUSTEE’S CERTIFICATE OF AUTHENTICATION. 

The Trustee’s certificate of authentication shall be in substantially the form set forth below: 

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture. 

THE BANK OF NEW YORK MELLON TRlJST 
COMPANY, N.A., as Trustee 

By: 
Authorized Signatory 

F N D  OF ARTICLE TWO] 
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ARTICLE THREE. 

THE SECURITIES 

SECTION 3.01. AMOUNT UNLIMITED; ISSUABLE IN SERIES. 

The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited. 

The Securities may be issued in one or more series. Sub,ject to tlie second to last paragraph of this Section and except with respect 
to the Bonds of Series Due 2019, prior to the authentication and deliveiy of Securities of any series there shall be established by 
specification in a supplemental indenture or in a Board Resolution or in  an Officer’s Certificate pursuant to a supplemental indenture 
or a Board Resolution: 

(a) the title ofthe Securities of such series (which shall distinguish the Securities of such series from Securities of all other series); 

(b) any limit upon the aggregate piincipal amount of the Securities of such series which may be authenticated and delivered under 
this Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in exchange for, or in lieu of, other 
Securities ofsuch series pursuant to Section 3.04, 3 05,3.06. 5.06 or 13.06 and except for any Securities which, pursuant to 
Section 3.03, are deemed never to have been authenticated and delivered hereunder); 

(c) the Person or Persons (without specific identification) to whom any interest on Securities of such series, or any Tranche thereof, 
shall be payable, if other than the Person in whose name that Security (or one or more Predecessor Securities) is registered at the close 
of business on the Regular Record Date for such interest; 

(d) the date or dates on which the principal of the Securities of such series or any Tranche thereof, is payable or any formulary or 
other method or other means by which such date or dates shall be determined, by reference to an index or other fact or event 
ascertainable outside of this Indenture or otheiwise (without regard to any provisions for redemption, prepayment, acceleration, 
purchase or extension); arid the right, if any. to extend the Maturity of the Securities of such series, or any Tranche thereof, and the 
duration of any such extension; 

(e) tlie rate or rates at which the Securities of such series, or any Tranche thereof, shall bear interest, i f  any (including the rate or 
rates at which overdue principal shall bear interest after Maturity if different from the rate or rates at which such Securities shall bear 
interest prior to Maturity, and, if applicable, the rate or rates at which overdue premium or interest shall bear interest, if any), or any 
formulary or other method or other means by which such rate or rates shall be determined by reference to an index or other fact or 
event ascertainable outside ofthis Indenture or otheiwise, the date or dates from which such interest shall accrue; the Interest Payment 
Dates and the Regular Record Dates, if any, for the interest payable on such Securities on any Interest Payment Date; and the basis of 
computation of interest, ifothei than as provided in Section 3.10; and the right, if any, to extend the interest payment periods and the 
duration of any such extension; 
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(0 the place or places at which and/or methods (if other than as provided elsewhere in this Indenture) by which (i) the principal of 
and premium, if any, and interest, if any, on Securities of such series, or any Tranche thereof, shall be payable, (ii) registration of 
transfer of Securities of such series, or any Tranche thereof, may be effected, (iii) exchanges of Securities of such series, or any 
Tranche thereof. may be effected and (iv) notices and demands to or upon the Company in respect of the Securities of such series, or 
any Tranche thereof, and this Indenture may be served; the Security Registrar and any Paying Agent or Agents for such series or 
Tranche, if other than the Trustee; and, if-such is the case and i f  administratively acceptable to the Trustee, that the principal of such 
Securities shall be payable without the presentment or surrender thereof; 

which the Securities of such series, or any Tranclie thereof, may be redeemed, i n  whole or in part, at the option of tlie Company and 
any restrictions on sucli redemptions; including but not limited to a restriction on a partial redemption by the Company of the 
Securities of any series, or any Tranche thereof, resulting in delisting of such Securities from any national exchange; 

(h) the obligation or obligations, if any, of the Company to redeem or purchase or repay the Securities of such series, or any 
Tranche thereof, pursuant to any sinking fund or other mandatory redemption provisions or at tlie option of a Holder thereof and the 
period or periods within which or the date or dates on which, the price or prices at which and the terms and conditions upon which 
such Securities shall be redeemed or purchased or repaid, in whole or in part, pursuant to such obligation and applicable exceptions to 
the requirements of Section 5.04 in the case of mandatory redemption or redemption or repayment at the option of tlie Holder; 

(i) the denominations in wliicli Securities of such series, or any Tranche thereof, shall be issuable if other than denominations of 
One Thousand Dollars ($1,000) and any integral multiple thereof; 

(j) if the principal of or premium, if any, or interest, if any, on the Securities of such series, or any Tranche thereof, are lo be 
payable, at the election of the Company or a IHolder thereof, in  a coin or currency other than that in  which the Securities are stated to 
be payable, the period or periods within which, and the terms and conditions upon which, such election may be made and the manner 
in  which the amount of such coin or currency payable is to be determined; 

(k)  tlie currency or currencies, including composite currencies, in which payment of the principal of and premium, if any, and 
interest, if any, on the Securities of such series, or any Tranche thereof, shall be payable (if other than Dollars) and the manner in 
which the equivalent of the principal amount thereof in Dollars is to be determined for any purpose, including for the purpose of 
determining the principal amount deemed to be Outstanding at any time; 

(1) if tlie principal of or premium, if any, or interest, if any, on tlie Securities of such series, or any Tranche thereof, are to be 
payable, or are to be payable at the election of the Company or a Holder thereof, in securities or other property, the type and amount of 
such securities or other property, or the formulary or other method or other means by which such 

(g) the period or periods within which, or the date or dates on which, the price or prices at which and the terms and conditions upon 
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amount shall be determined, and the period or periods within which, and the terms and conditions upon which, any such election may 
be made; 

(m) if the amount payable in respect of principal of or premium, if any, or interest, if any, on the Securities of such series, or any 
Tranche thereof, may be determined with reference to an index or other fact or event ascertainable outside this Indenture, the manner 
in  which such amounts shall be determined to the extent not established pursuant to clause (e) of this paragraph; 

(n) if other than the entire principal amount thereof, the portion of the principal amount of Securities of such series, or any Tranche 
thereof, which shall be payable upon declaration of acceleration of the Maturity thereof pursuant to Section 9.02; 

( 0 )  any Events of Default, in addition to those specified in Section 9.01, and any covenants of the Company for the benefit of the 
Holders of Securities, in addition to those set forth in Article Seven; provided. however, that such supplemental indenture, Board 
Resolution or Officer’s Certificate may provide that such additions or exceptions shall only be effective so long as the Securities of 
such series, or one or more Tranches thereof, remain Outstanding; 

(p) the terms, if any, pursuant to which the Securities ofsuch series, or any Tranche thereof, may be converted into or exchanged 
for shares of capital stock or other securities of the Company or any other Person; 

(9) the obligations or instruments, if any, which shall be considered to be Eligible Obligations in respect of the Securities of such 
series, or any Tranche thereof, denominated in a currency other than Dollars or i n  a composite currency, whether Eligible Obligations 
include Investment Securities with respect to Securities of such series, and any provisions for satisfaction and discharge of Securities 
of any series, in addition to those set forth in Article Eight, or any exceptions to those set forth in Article Eight; 

(r) if the Securities of such series, or any Tranche thereof, are to be issued in  global form, ( i )  any limitations on the rights of the 
Holder or Holders of such Securities to transfer or exchange the same or to obtain the registration of transfer thereof, (ii) any 
limitations on the rights oftlie Holder or Holders thereof to obtain certificates therefor in definitive form in lieu of global form and 
(iii) any other matters incidental to such Securities; 

(s) if the Securities of such series, or any Tranche thereof, are to be issuable as bearer securities, any and all matters incidental 
thereto which are not specifically addressed in  a supplemental indenture as contemplated by clause (8) of Section 13.01; 

(t) to the extent not established pursuant to clause (r) of this paragraph, any limitations on the rights of the Holders of the Securities 
of such Series, or any Tranche thereof, to transfer or exchange such Securities or to obtain the registration of transfer thereof; and if a 
setvice charge will be made for the registration of transfer or exchange of Securities of such series, or any Tranche thereof, the amount 
or terms thereof; 

(u)  any exceptions to Section 1 ,  IS, or variation in the definition of Business Day, with respect to the Securities of such series, or 
any Tranche thereof- and 
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(v) any other terms of the Securities of such series, or any Tranche thereof, that the Company may elect to specify. 

With respect to Securities of a series subject to a Periodic Offering, the indenture supplemental hereto or the Board Resolution 
which establishes such series, or the Officer’s Certificate pursuant to such supplemental indenture or Board Resolution, as the case 
may be, may provide general terms or parameters for Securities of such series and provide either that the specific terms of Securities 
of such series, or any Tranche thereof, shall be specified in a Company Order or that such terms shall be determined by the Company 
or its agents in accordance with procedures specified in  a Company Order as contemplated in clause (b) of Section 3.03. 

LJnless othetwise provided with respect to a series of Securities as contemplated in Section 3.01(b), without the consent of any 
Holder, the aggregate principal amount of a series of Securities, including the Bonds of Series Due 2019, may be increased and 
additional Securities of such series may be issued up to the maximum aggregate principal amount authorized with respect to such 
series as increased, provided that such additional Securities of such series are fungible with the previously issued Securities of such 
series for Federal income tax purposes. 

SECTION 3.02. DENOMINATIONS. 

1.JnJess othetwise provided as contemplated by Section 3.01 with respect to any series of Securities, or any Tranche thereof, the 
Securities of each series shall be issuable in denominations of One Thousand Dollars ($1,000) and any integral multiple thereof. 

SECTION 3.03. EXECUTION, AUTHENTICATION, DELIVERY AND DATING. 

llnless othetwise provided as contemplated by Section 3.0 1 with respect to any series of Securities or any Tranche thereof, the 
Securities shall be executed on behalf of the Company by an Authorized Officer, and may (but need not) have the corporate seal of the 
Company affixed thereto or reproduced thereon attested by any other Authorized Officer or by the Secretary or an Assistant Secretary 
of the Company. The signature of any or all of these officers on the Securities may be manual or facsimile. 

Securities bearing the manual or facsimile signatures of individuals who were at the time of execution Authorized Officers or the 
Secretary or an Assistant Secretary of the Company shall bind the Company, notwithstanding that such individuals or any of them 
have ceased to hold such offices prior to the authentication and delivery of such Securities or did not hold such offices at the date of 
such Securities. 

The Trustee shall authenticate and deliver Securities of a series for original issue, at one time or from time to time in accordance 
with the Company Order referred to below, upon receipt by the Trustee of: 

(a) the instrument or instruments establishing the form or forms and terms of the Securities of such series, as provided in 
Sections 2.01 and 3.01; 
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(b) a Company Order requesting the authentication and delivery of such Securities and, to the extent that the terms of such 
Securities shall not have been established in an indenture supplemental hereto or i n  a Board Resolution, or in  an Officer’s Certificate 
pursuant to a supplemental indenture or Board Resolution, all as contemplated by Section 3.01, or pursuant to Article Four, either 
(i) establishing such terms or (ii) in the case of Securities of a series sub,ject to a Periodic Offering, specifying procedures, acceptable 
to the Trustee, by which such terms are to be established (which procedures may provide, to the extent acceptable to the Trustee, for 
authentication and delivery pursuant to oral or electtonic instructions from the Company or any agent or agents thereof, which oral 
instructions are to be promptly confirmed electronically or in writing), in either case in accordance with the instrument or instruments 
establishing the terms of the Securities of such series delivered pursuant to clause (a) above: 

(c) any opinions, certificates, documents and instruments required by Article Sixteen; 

(d) Securities of such series, each executed on behalf ofthe Company by an Authorized Officer of the Company; 

(e) an Officer’s Certificate (i) which shall comply with the requirements of Section 1.04 of this Indenture and (ii) which states that 

(0 an Opinion of Counsel which shall comply with the requirements of Section 1.04 of this Indenture and that states that: 

with the provisions of this Indenture; 

provisions of this Indenture; and 

i n  the manner and subject to any conditions specified i n  such Opinion of Counsel, such Securities will have been duly issued undet 
this Indenture and will constitute valid and legally binding obligations 01 the Company, entitled to the benefits provided by this 
Indenture, and enforceable in accordance with their terms, subject, as to enforcement, to laws relating to or affecting generally the 
enforcement of mortgagees’ and other creditors’ rights, including, without limitation, banlcruptcy, insolvency, reorganization, 
receivership, moratorium and other laws affecting the rights and remedies of creditors and mortgagees generally and general 
principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at law); 

provided, however, that, with respect to Securities of a series subject to a Periodic Offering, the Trustee shall be entitled to receive 
such Opinion of Counsel only once at or prior to the time of the first authentication and delivery of Securities of such series and that in 
lieu of the opinions described in clauses (ii) and (iii) above such Opinion of Counsel may, alternatively, state, respectively, 
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(x) that, when the terms of such Securities shall have been established pursuant to a Company Order or Orders, or pursuant to such 
procedures as may be specified from time to time by a Company Order or Orders, all as contemplated by and in accordance with the 
instrument or instruments delivered pursuant to clause (a) above, such terms will have been duly authorized by the Company and will 
have been established in conformity with the provisions of this Indenture; and 

(y) that, such Securities, when ( 1 )  executed by the Company, (2) authenticated and delivered by the Trustee i n  accordance with this 
Indenture, ( 3 )  issued and delivered by the Company and (4) paid for, all as contemplated by and i n  accordance with the aforesaid 
Company Order or Orders, as the case may be, will have been duly issued under this Indenture and will constitute valid and legally 
binding obligations of the Company, entitled to the benefits provided by the Indenture, and enforceable in accordance with their terms, 
subject, as to enforcement, to laws relating to or affecting generally the enforcement of mortgagees’ and other creditors’ rights, 
including, without limitation, bankruptcy, insolvency, reorganization, receivership, moratorium and other laws affecting the rights and 
remedies of creditors and mortgagees generally and general principles of equity (regardless of whether such enforceability is 
considered in a proceeding in  equity or at law). 

With respect to Securities o f a  series subject to a Periodic Offering, the Trustee may conclusively rely, as to the authorization by 
the Company of any of such Securities, the forms and tei ms thereof and the legality, validity, binding effect and enforceability thereof, 
and compliance of the authentication and delivery theieof with the terms and conditions of this Indenture, upon the Opinion of 
Counsel and other documents delivered pursuant to Sections 2.01 and 3.01 and this Section, as applicable, at or prior to the time of the 
first authentication of Securities of such series, unless and until such opinion or other documents have been superseded or revoked or 
expire by their terms. In  connection with the authentication and delivery of Securities of a series, pursuant to a Periodic Offering, the 
Trustee shall be entitled to assunie that the Company’s instructions to authenticate and deliver such Securities do not violate any 
applicable law or any applicable rule, regulation or order of any Governmental Authority having jurisdiction over the Company. 

If the forms or terms of the Securities of any series have been established by or pursuant to a Board Resolution or an Officer’s 
Certificate as permitted by Sections 2.01 or 3.01, the Trustee shall not be required to authenticate such Securities if the issuance of 
such Securities pursuant to this Indenture will affect the Trustee’s own rights, duties or immunities under the Securities and this 
Indenture or otheiwise i n  a manner which is not reasonably acceptable to the Trustee. 

Security shall be dated the date of its authentication. 
Except as otheiwise specified as contemplated by Section 3.01 with respect to any series of Securities, or any Tranche thereof, each 

Except as otherwise specified as contemplated by Section 3.01 with respect to any series of Securities, or any Tranche thereof, no 
Security shall be entitled to any benefit under this Indenture or be valid or obligatory for any purpose unless there appears on such 
Security a certificate ofauthentication substantially in the form provided for herein executed by the Trustee or its agent by manual 
signature of an authorized signatory thereof, and such certificate upon any 
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Security shall be conclusive evidence, and the only evidence, that such Security has been duly authenticated and delivered hereunder 
and is entitled to the benefits of this Indenture. Notwithstanding the foregoing, if any Security shall have been authenticated and 
delivered hereunder to the Company, or any Person acting on its behalf, but shall never have been issued and sold by the Company, 
and the Company shall deliver such Security to the Trustee for cancellation as provided in Section 3.09 together with a written 
statement (which need not comply with Section 1.04 and need not be accompanied by an Opinion of Counsel) stating that such 
Security has never been issued and sold by the Company, for all purposes of this Indenture such Security shall be deemed never to 
have been authenticated and delivered hereunder and shall never be entitled to the benefits hereof. 

SECTION 3.04. GLOBAL OR TEMPORARY SECURITIES. 

The Company may issue some or all of the Securities in temporaty or permanent global form. The Company may issue a global 
Security only to a depository, including The Depository Trust Company, or other clearing corporation or securities intermediary, or its 
nominee. A depository or its nominee may transfer a Security in global form only to the depository, a nominee of a depositoty or to a 
successor depository, but upon request of such depository, the Company shall deliver non-global Securities in exchange for global 
Securities. A global Security shall represent the amount of Securities specified i n  the global Security. A global Security may have 
variations that the depositoty requires or that the Company considers appropriate for such a Security, including grids for increasing or 
decreasing the principal amount of such Security. Beneficial owners of part or all of a global Security are subject to the rules of the 
depository as i n  effect from time to time. The Company, the Trustee and any Registrar and any Paying Agent shall not be responsible 
for any acts or omissions of a depository, for any depository records of beneticial ownership interests or for any transactions between 
the depositoty and beneficial owners. 

Until definitive Securities are ready for delivery, the Company may use temporary Securities. Temporary Securities shall be 
substantially in the form of  definitive Securities but may have variations that the Company considers appropriate for temporary 
Securities. Without unreasonable delay. the Company shall deliver definitive Securities in exchange for temporary Securities. Until 
exchanged i n  full as hereinabove provided, temporary Securities shall i n  all respects be entitled to the same benefits under this 
Indenture as definitive Securities of the same series and Tranche and of like tenor authenticated and delivered hereundet. 

SECTION 3.05. REGISTRATION, REGISTRATION OF TRANSFER AND EXCHANGE. 

The Company shall cause to be kept in an office designated pursuant to Section 7.02, with respect to the Securities of each series, a 
register (all registers kept in accordance with this Section being collectively referred to as the “Security Register”) i n  which, subject to 
such reasonable regulations as it may prescribe, the Company shall provide for the registration of Securities of such series, or any 
Tranche thereof, and the registration of transfer thereof. The Company shall designate one Person to maintain the Security Register for 
the Securities of each series, and such Person is referred to herein, with respect to such series, as the “Security Registrar.” 1Jnless 
otherwise provided as contemplated by Section 3.01, the Trustee shall be the 
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Security Registrar for all series of Securities, Anything herein to the contrary notwithstanding, the Company may designate one of its 
offices as an office in which tlie register with respect to the Securities of a series shall be maintained, and tlie Company may designate 
itself the Security Registrar with respect to one or more series of Securities. The Security Register shall be open for inspection by tlie 
Trustee and the Company at all reasonable times. 

Except as otherwise specified as contemplated by Section 3.01 with respect to the Securities of any series, or any Tranche thereof, 
upon surrender for registration of transfer of any Security of such series or Tranche at tlie office or agency of the Company maintained 
pursuant to Section 7.02 in a Place of Payment for such series or Tranche, the Company shall execute, and the Trustee shall 
authenticate and deliver, in the name of the designated transferee or transferees, one or more new Securities of the same series and 
Tranche, of authorized denominations and of like tenor and aggregate principal amount. 

any Security of such series or Tranche may be exchanged at the option of the Holder for one or more new Securities of the same series 
and Tranche, of authorized denominations and of like tenor and aggregate principal amount, upon surrender of the Securities to be 
exchanged at any such office or agency. Whenever any Securities are so surrendered for exchange, tlie Company shall execute, and 
the Trustee shall authenticate and deliver, the Securities, which the Molder making the exchange is entitled to receive. 

All Securities delivered upon any registration of transfer or exchange of Securities shall be valid obligations of the Company, 
evidencing tlie same obligation, and entitled to tlie same benefits under this Indenture, as the Securities surrendered upon such 
registration of transfer or exchange. 

Every Security presented or surrendered for registration oftransfer or for exchange shall (if so required by the Company, the 
Trustee or the Security Registrar) be duly endorsed or shall be accompanied by a written instrument of transfer in form satisfactory to 
tlie Company, tlie Trustee or tlie Security Registrar, as tlie case may be, duly executed by tlie Holder thereof or liis attorney duly 
authorized in writing. 

Unless othetwise specified as contemplated by Section 3.01, with respect to Securities of any series, or any Tranche thereof, no 
service charge shall be made for any registration of transfer or exchange of Securities, but tlie Company may require payment of a 
sum sufficient to cover any tax or other governmental charge that may be imposed in connection with any registration of transfer or 
exchange of Securities, other than exchanges pursuant to Sections 3.04, 5.06 01 13.06 not involving any transfer. 

The Company shall not be required to execute or to provide for tlie registration of transfer of or the exchange of (a) Securities of 
any set ies, or any Tranche thereof, during a period of 15 days immediately preceding tlie date notice is to be given identifLing the 
serial numbers of the Securities of such series or Tranche called for redemption, or (b) any Security so selected for redemption in 
whole or in part, except the unredeenied portion of any Security being redeemed in part. 

Except as otherwise specified as contemplated by Section 3.01 with respect to the Securities of any series, or any Tranche thereof, 
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SECTION 3.06. MUTILATED, DESTROYED, LOST AND STOLEN SECURITIES, 

exchange therefor a new Security of the same series and Tranche, and of like tenor and principal amount, bearing a number not 
contemporaneously outstanding. 

If there shall be delivered to the Company and the Trustee (a) evidence to their satisfaction of the ownership of and the destruction, 
loss or theft of any Security and (b) such security or indemnity as may be reasonably required by them to save each ofthem and any 
agent of any of them harmless, then, in the absence of notice to the Company or the Trustee that such Security has been acquired by a 
bona fide purchaset, the Company shall execute and the Trustee shall authenticate and deliver, in  lieu of any such destroyed, lost or 
stolen Security, a new Security ofthe same series and Tranche, and of like tenor and principal amount, bearing a number not 
contemporaneously outstanding. 

and payable, the Company in its discretion may, instead of issuing a new Security, pay such Security. 

tax or other governmental charge that may be imposed in relation thereto and any other reasonable expenses (including the fees and 
expenses of the Trustee) i n  connection therewith. 

original additional contractual obligation ofthe Company, whether or not the destroyed, lost or stolen Security shall be at any time 
enforceable by anyone other than the IHolder of such new Security, and any such new Security shall be entitled to all the benefits of 
this Indenture equally and ptoportionately with any and all other Securities of such series duly issued hereunder. 

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all other rights and remedies with respect to 
the replacement or payment of mutilated, destroyed, lost or stolen Securities. 

If any mutilated Security is surrendered to the Trustee, the Company shall execute and the Tiustee shall authenticate and deliver in 

Notwithstanding the foregoing, in case any such mutilated, destroyed, lost or stolen Security has become or is about to become due 

IJpon the issuance of any new Security under this Section, the Company may requit e the payment of a sum sufficient to cover any 

Evety new Security of any series issued pursuant to this Section in lieu of any destroyed, lost or stolen Secutity shall constitute an 

SECTION 3.07. PAYMENT OF INTEREST; INTEREST RIGHTS PRESERVED. 

IJnless othetwise specified as contemplated by Section 3.01 with respect to the Securities of any series, or any Tranche thereof, 
interest on any Security which is payable, and is punctually paid or duly provided for, on any Interest Payment Date shall be paid to 
the Person in  whose name that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular 
Record Date for such interest. 

Any interest on any Security of any series which is payable, but is not punctually paid ot duly provided for. on any Interest 
Payment Date (herein called “Defaulted Interest”) shall forthwith cease to be payable to the Holder on the related Regular Record 
Date by virtue of 
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having been such Holder, and such Defaulted Interest may be paid by the Company, at its election, as provided in clause (a) or 
(b) below: 

(a) The Company may elect to make payment of any Defaulted Interest to the Persons in whose names the Securities of such series 
(or their respective Predecessor Securities) are registered at the close of business on a date (a “Special Record Date”) for the payment 
of such Defaulted Interest, which shall be fixed in the following manner. The Company shall noti@ the Trustee in  writing of the 
amount of Defaulted Interest proposed to be paid on each Security of such series and the date of the proposed payment, and at the 
same time the Company shall deposit with the Trustee an amount of money equal to the aggregate amount proposed to be paid in 
respect of such Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit prior to the date of the 
proposed payment, such money when deposited to be held i n  trust (and at the request of the Company, invested or reinvested in 
Government Obligations designated by the Company and maturing on or before the Special Record Date fixed by the Trustee, any 
interest accruing on such Government Obligations to be promptly paid over to the Company free and clear of any Lien) for the benefit 
of the Persons entitled to such Defaulted Interest as in this clause provided. Thereupon the Trustee shall fix a Special Record Date for 
the payment of such Defaulted Interest which shall be not more than 15 days and not less than 10 days prior to the date of the 
proposed payment and not less than 10 days after the receipt by the Trustee of the notice ofthe proposed payment. The Trustee shall 
promptly notify the Company of such Special Record Date and, in the name and at the expense of the Company shall promptly cause 
notice of the proposed payment of such Defaulted Interest and the Special Record Date therefor to be mailed, first-class postage 
prepaid, to each Holder of Securities of such series at the address of such Molder as it appears i n  the Security Register, not less than 
10 days prior to such Special Record Date. Notice of the proposed payment of such Defaulted Interest and the Special Record Date 
therefor having been so mailed, such Defaulted Interest shall be paid to the Persons in whose names the Securities of such series (or 
their respective Predecessor Securities) are registered at the close of business on such Special Record Date. 

(b) The Company may make payment olany Defaulted Interest on the Securities of any series in any other lawful manner not 
inconsistent with the requirements of any securities exchange on which such Securities may be listed, and upon such notice as may be 
required by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this clause, such 
manner of payment shall be deemed practicable by the Trustee. 

Subject to the foregoing provisions of this Section and Section 3.05, each Security delivered under this Indenture upon registration 
of transfer of or in  exchange for or in  lieu of any other Security shall carry the rights to interest accrued and unpaid, and to accrue, 
which were carried by such other Security. 

SECTION 3.08. PERSONS DEEMED OWNERS. 

Prior to due presentment of a Security for registration of transfer, the Company, the Trustee and any agent of the Company or the 
Trustee may treat the Person in whose name such Security is registered as the absolute owner of such Security for the purpose of 
receiving payment of principal of and premium, if any, and (subject to Sections 3.05 and 3.07) interest, if any, on such Security and 
for all other purposes whatsoever, whether or not such Security be 

-44- 

Source. Duke Energy Ohio, In, 8-K, March 18, 2009 



overdue, and none of the Company, the Trustee or any agent of the Company or the Trustee shall be affected by notice to the contrary. 

SECTION 3.09. CANCELLATION. 

All Securities surrendered for payment, redemption. registration of transfer or exchange or for credit against any sinking fund 
payment shall, if surrendered to any Person other than the Security Registrar, be delivered to the Security Registrar and, if not 
theretofore canceled, shall be promptly canceled by the Security Registrar. The Company may at any time deliver to the Secuiity 
Registrar for cancellation any Securities previously authenticated and delivered hereunder which the Company may have acquired in 
any manner whatsoever or which the Company shall not have issued and sold, and all Securities so delivered shall be promptly 
canceled by the Security Registrar. No Securities shall be authenticated in lieu ofor in exchange for any Securities canceled as 
provided in this Section, except as expressly permitted by this Indenture. All canceled Securities held by the Security Registrar shall 
be disposed of in accordance with the customary practices of the Security Registrar at the time in effect, and the Security Registrar 
shall not be required to destroy any such certificates. The Security Registrar shall promptly deliver a certificate of disposition to the 
Trustee and the Company unless, by a Company Order, similarly delivered, the Company shall direct that canceled Securities be 
returned to it. The Security Registrar shall promptly deliver evidence of any cancellation of a Security in accordance with this 
Section 3.09 to the Trustee and the Company upon their request therefor. 

SECTION 3.10. COMPUTATION OF INTEREST. 

Except as otherwise specified as contemplated by Section 3.01 for Securities of any series, or Tranche thereof, inteiest on the 
Securities of each scries shall bc computed on the basis of a three hundred sixty (360) day year consisting oftwelve (12) thirty 
(30) day months, and with respect to any period less than a full month, on the basis of the actual number of days elapsed during such 
period. For example, the interest for a period running fiom the 15th day of one month to the 15th day of the next month would be 
calculated on the basis ofone 30-day month. 

SECTION 3.11. PAYMENT TO BE IN PROPER CURRENCY. 

In  the case of any Security denominated in any currency other than Dollars or in a composite currency (the “Required Currency”), 
except as otherwise specified with respect to such Security as contemplated by Section 3.01, the obligation of the Company to make 
any payment of the principal thereof, or the premium or interest thereon, shall not be discharged or satisfied by any tender by the 
Company, or recovery by the Trustee, i n  any currency other than the Required Currency, except to the extent that such tender or 
recovery shall result i n  the Trustee timely holding the full amount of the Required Currency then due and payable. If any such tender 
or recovery is in a currency other than the Rcquired Currency, the Trustee may take such actions as it considers appropriate to 
exchange such currency for the Required Currency. The costs and risks of any such exchange, including without limitation the risks of 
delay and exchange rate fluctuation, shall be borne by the Company, the Company shall remain fully liable for any shortfall or 
delinquency in  the full amount of Required Currency then due and payable, 
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and in no circumstances shall the Trustee be liable therefor except in the case of its negligence or willful misconduct, 

SECTION 3.12. EXTENSION OF INTEREST PAYMENT. 

The Company shall have the right at any time, to extend interest payment periods on all the Securities of any series hereunder, if so 
specified as contemplated by Section 3.01 with respect to such Securities and upon such tetms as may be specified as contemplated by 
Section 3.01 with respect to such Securities. 

SECTION 3.13. CUSIP AND ISIN NUMBERS. 

The Company i n  issuing the Securities may use CUSIP, ISIN or other similar numbers (if then generally in  use), and, if so, the 
Company, the Trustee or the Security Registrar may use CIJSIP, ISIN or such other numbers in notices of redemption as a 
convenience to Holders; provided that any such notice may state that no representation is made as to the correctness of such numbers 
either as printed on the Securities or as contained in any notice of a redemption and that reliance may be placed only on the other 
identification numbers printed on the Securities, in which case none of the Company or, as the case may be, the Trustee or the Security 
Registrar, or any agent of any of them, shall have any liability i n  respect of any CUSIP, ISIN or other number used on any such notice, 
and any such redemption shall not be affected by any defect in or omission of such numbers. The Company shall promptly notify the 
Trustee and Security Registrar of any change in the CUSIP, ISIN or other such number. 

END OF ARTICLE THREE] 
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ARTICLE FOUR. 

FIRST MORTGAGE BONDS, O h  SERIES DUE APRIL 1,2019 

SECTION 4.01. CREATION AND DESIGNATION OF BONDS OF SERIES DUE 2019. 

There is hereby created a series of Securities to be issued undet and secured by the Indenture, to be designated as “First Mortgage 
Bonds, % Series, Due April I ,  2019 (herein sometimes referred to as the “Bonds of Series Due 2019”). 

SECTION 4.02. AGGREGATE PRINCIPAL AMOUNT OF BONDS OF SERIES DUE 2019 ISSUABLE. 

aggregate principal amount of Four Hundred Fifty Million Dollars ($450,000,000) (except for Bonds of Series Due 201 9 authenticated 
and delivered upon registration of transfer of, or in exchange for, or in lieu of, other Bonds of Series Due 2019 pursuant to 
Section 3.04,3.05,3.06, 5.06 or 13.06 and except for any Bonds of Series Due 2019 which, pursuant to Section 3.03, are deemed 
never to have been authenticated and delivered hereunder). 

(b) The Bonds of Series Due 2019 in the aggregate principal amount of Four Hundred Fifty Million Dollars ($450,000,000) may at 
any time subsequent to the execution hereof be executed by the Company and delivered to the Trustee and shall be authenticated by 
the Ti ustee and delivered (either before or after the recot ding hereof) upon the basis of Property Additions issued and delivered to the 
Trustee for such purpose, pursuant to a Company Order referred to in Section 16.02 of this Indenture and upon receipt by the Trustee 
of the opinions and other documents required by said Section 16.02. 

(a) The principal amount of Bonds of Series Due 2019 which may be authenticated and delivered hereunder is limited to the 

SECTION 4.03. BOOK-ENTRY SYSTEM. 

The following provisions shall apply to the Bonds of Series Due 2019. 

(a) The Bonds of Series Due 2019 shall he issued in fully registered form only. However, except as provided elsewhere in this 
Section, the registered owner of all of the Bonds of Series Due 2019 initially shall be The Depository Trust Company (“DTC”) or its 
nominee, and such Bonds of Series Due 2019 initially shall he registered in the name of DTC or its nominee. Payment of the principal 
of or interest on Bonds of Series Due 2019 registered in the name of DTC or its nominee shall be made in the manner specified in 
DTC’s rules and by-laws. DTC (and any successor securities depository) and its (or their) participating institutions (collectively 
“Participants”) shall maintain a book-entry registration and transfer system with respect to ownership of beneficial interests in the 
Bonds of Series Due 2019 (the “Book-Entry System”). 

(b) The Bonds of Series Due 2019 initially shall be issued in the form of one or more authenticated, fully registered bonds for such 
series (each a “Global Security”) which (i) need not be in  the form of a lithographed or engraved certificate, but may be typewritten or 
printed on ordinaty paper or such paper as the Trustee may reasonably request, (ii) shall represent and be 
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denominated it1 an amount equal to 100% of the aggregate principal amount of the Bonds of Series Due 2019 issued under this 
Indenture, (iii) shall be executed by tlie Company and authenticated by tlie Trustee i n  accordance with tlie provisions of this Indenture, 
(iv) shall be registered in tlie name ofDTC or its nominee, and delivered to DTC or its nominee or a custodian therefor, and (v) shall 
contain the following legend on the face thereof: 

Unless this certificate is presented by an authorized representative of The Depository Trust Company, a New York corporation 
(“DTC”), to issuer or its agent for registration of transfer, exchange or payment, and any certificate issued is registered in the 
name of Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to 
Cede & Co. or to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR 
OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL, inasmuch as tlie 
registered holder hereof, Cede & Co., has an interest herein. 

IJnless and until it is exchanged in whole or in part for Bonds of Series Due 2019 in definitive certificated form, each Global 
Security representing the Bonds of Series Due 2019 may not he transferred except as a whole by DTC to a nominee of DTC or by a 
nominee of DTC to DTC or another nominee of DTC or by DTC or any such nominee to a successor securities depository or a 
nominee of any such successor securities depository. 

(c) The Trustee and the Company may treat DTC or its nominee, or any successor securities depository or nominee thereof 
(collectively, the “Depository”) as the sole and exclusive owner of tlie Bonds of Series Due 2019, registered in its name for the 
purposes of payment ofthe principal or redemption price ofor interest on the Bonds of Series Due 201 9, giving any notice permitted 
or required to be given to Holders of the Bonds of Series Due 2019, under this Indenture, registering the transfer ofthe Bonds of 
Series Due 2019, obtaining any consent or other action to be taken by Holders of the Bonds of Series Due 2019, and for all other 
purposes whatsoever and neither the Tiustee nor the Company sliall be affected by any notice to tlie contrary. Neither the Company 
nor the Trustee nor any Security Registrar nor any Paying Agent shall have any responsibility or obligation to any Participant, any 
Person claiming a beneficial ownership interest in the Bonds of Series Due 2019 under or through the Depository or any Participant, 
or any other Person which is not shown on the Security Register as being a Holder of the Bonds of Series Due 2019 with respect to 
(i) tlie accuracy of any records maintained by the Depository or any Participant; (ii) tlie payment by the Depository to any Participant 
of any amount in respect of the principal or Redemption Price of or interest on the Bonds of Series Due 2019; (iii) tlie payment by any 
Participant to any owner of a beneficial ownership interest in the Bonds of Series Due 2019, in respect of the principal or Redemption 
Price of or interest on tlie Bonds of Series Due 2019 or (iv) any consent or other action taken by tlie Depository as owner of the Bonds 
of Series Due 201 9. The Trustee shall pay all principal or Redemption Price of and interest on tlie Bonds of Series Due 2019 only to or 
upon the order of the registered Holder or Holders of the Bonds of Series Due 2019, as shown on the Security Register, and all such 
payments shall be valid and effective to fully satis@ and discharge the Company’s obligations with respect to the principal or 
Redemption Price of and interest on tlie Bonds of Series Due 2019, to tlie extent of the sum or sums so paid. Except as hereinafter 
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provided, no Person other than a Holder of the Bonds of Series Due 2019, as shown on the Security Register, shall teceive an 
authenticated Bond evidencing the obligation of the Company to make payment of the principal or Redemption Price of and interest 
on the Bonds of Series Due 201 9. pursuant to this Indenture. Upon delivery by DTC to the Trustee of written notice to the effect that 
DTC has determined to substitute a new nominee for Cede & Co, and subject to the provisions of this lndentut e, the word “Cede & 
Co.”, as used in this Indenture, shall refer to each new nominee of DTC. 

aggregate principal amount of the beneficial interests in the Bonds of Series Due 2019, as reflected in the books and records ofthe 
Depository, notify the Trustee, through the Depositoty or any Participant, that the continuation of the Book-Entry System is no longer 
in  the best interests of such holders of beneficial interests in the Bonds of such Series, then the Trustee shall notify the Depository and 
the Company, and the Depositoty will notify the Participants of the availability thtough the Depository of definitive certiticated Bonds 
of such Series. In such event, the Company shall execute, and the Trustee, upon receipt of a Company Order, for the authentication 
and delivery of definitive cettificated Bonds of Series Due 2019, will authenticate and deliver Bonds ofsuch Seties in definitive 
certificated fot in, in any authorized denominations, all pursuant to the provisions of this Indenture, to the Person or Persons specified 
to the Trustee in writing by the Depository in the aggregate principal amount of the applicable Global Security or Securities and in 
exchange for such Global Security or Securities. 

(e) If at any time the Depository notifies the Company that it is unwilling or unable to continue as Depository for the Bonds of 
Series Due 2019, or it at any time the Depository shall no longer be registered as a clearing agency in good standing under the 
Exchange Act or other applicable statute or regulation, the Company may appoint a successor Depository with respect to the Bonds of 
such Series. If a successor Depository for the Bonds of such Set ies is not appointed by the Company within 90 days after the 
Company receives such notice or becomes aware of such condition, the Company will execute, and the Trustee, upon receipt of a 
Company Otdet for the authentication and delivery of definitive certificated Bonds of Series Due 2019, will authenticate and deliver 
Bonds of such Series in definitive certificated form, in any authot ized denominations, all pursuant to the provisions of this Indenture, 
to the Person or Persons specified to the Tiustee in writing by the Depository in  the aggregate principal amount of the applicable 
Global Security or Global Securities and in exchange for such Global Security or Global Securities. 

(0 The Company may at any time and in its sole discretion and subject to the procedures of the Depository determine that the 
Bonds of Series Due 201 9 shall no longer be represented by a Global Security or Global Securities. In such event the Company will 
execute, and the Trustee, upon receipt of a Company 01 der for the authentication and delivery of definitive certificated Bonds of 
Series Due 2019, will authenticate and deliver Bonds of Series Due 2019 in definitive certificated form. in any authorized 
denominations. all pursuant to the provisions of this Indenture. to the Person or Persons specified to the Trustee in writing by the 
Depository in the aggregate principal amount of the Global Security or Global Securities and i n  exchange for such Global Security or 
Global Securities 
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(g) Upon the exchange of any Global Security for the Bonds of Series Due 2019 in definitive certificated form, in  authorized 

(h) Whenever the Depository requests the Company and the Trustee to do so, the Trustee and the Company will cooperate with the 

denominations, the Global Security or Global Securities shall be cancelled by the Trustee. 

Depository in taking appropriate action after reasonable notice to (i) make available one or more separate Global Securities evidencing 
the Bonds of Series Due 2019 to any Participant having such Bonds of Series Due 2019 credited to its account at the Depository, or 
(ii) arrange for another Depository to maintain custody of the Global Security or Securities evidencing the Bonds of Series Due 2019. 

(i) In  connection with any notice or other communication to be provided to Holders of the Bonds of Series Due 2019 pursuant to 
this Indenture by the Company or the Trustee with respect to any consent or other action to be taken by Holders of such Bonds of 
Series Due 2019, the Company or the Trustee, as the case may be, shall establish a record date for such consent or other action and 
give the Depository notice of such record date not less than 15 calendar days in advance of such record date to the extent possible. 
Such notice to the Depository shall be given only so long as a Depository or its nominee is the sole Holder of the Bonds of Series Due 
2019. 

SECTION 4.04. DATE OF BONDS OF SERIES DUE 2019. 

Each Bond of Series Due 2019 issued prior to the first Interest Payment Date therefor shall he dated as ofMarch I 2009, and 
otherwise shall be dated as provided i n  Section 3.03 of this Indenture. 

SECTION 4.05. MATURITY DATES, INTEREST RATES, lNTEREST PAYMENT DATES AND REGULAR RECORD 
DATES FOR BONDS OF SERIES DUE 2019. 

All Bonds of Series Due 2019 shall be due and payable on April I ,  2019, and shall bear interest from the date of oliginal issuance 
% per annum, payable semi-annually on thereof or the last date to which interest has been paid or duly provided for at the rate of 

the first day ofApril and October in each year. commencing October I ,  2009 (each such date being an Interest Payment Date for 
Bonds of Series Due 2019 ). 

Subject to certain exceptions provided i n  this Indenture, the interest payable on any Interest Payment Date for Bonds of Series Due 
2019 shall be paid to the Person in whose name a Bond of Series Due 2019 shall be registered at the close of business on the Regular 
Record Date for the Bonds of Series Due 20 19 (as defined in the form of the Bonds of Series Due 201 9 set forth in Section 4.10) or, in 
the case of any Defaulted Interest therefor, in the manner and to the Person as provided in Section 3.07 of this Indenture. If any 
Interest Payment Date for Bonds of Series Due 2019 should fall on a day that is not a Business Day, then the interest payment shall be 
made on the next succeeding Business Day and no interest shall accrue for the intervening period with respect to the payment so 
deferred. 
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SECTION 4.06. PLACE AND MANNER OF PAYMENT OF BONDS OF SERIES DUE 2019. 

Sub,ject to agreements with or the rules of the Depository or any successor book-entry security system or similar system with 
respect to Global Securities, both the principal of and the interest on the Bonds of Series Due 2019 shall be payable in any coin or 
currency of the United States ofAmerica which at the time of payment is legal tender for the payment of public and private debts, at 
the office or agency of the Company in Cincinnati, Ohio, or, at the option of the Holder thereof, at the office or agency of the 
Company in the Borough of Manhattan, the City ofNew York, State ofNew York, except that interest on the Bonds of Series Due 
2019 may be paid. at the option of the Company, by check or draft mailed to the address of the Person entitled thereto as it appears on 
the Security Register. 

SECTION 4.07. DENOMINATIONS AND NUMBERING OF DEFINITIVE BONDS OF SERIES DUE 2019. 

numbered consecutively from “R-1” upward. 
Definitive Bonds of Series Due 2019 shall be issuable in denominations of $2,000 and multiples of $1,000 in excess thereof, 

SECTION 4.08. TEMPORARY BONDS OF SERIES DUE 2019 AND EXCHANGE THEREOF. 

Pursuant to the provisions of Section 3.04 of this Indenture, Bonds of Series Due 201 9 may be issued in temporary form, and if 
temporary bonds be issued, the Company shall, with all reasonable dispatch, at its own expense and without charge to the holders of 
the temporary bonds, prepare and execute definitive Bonds of Series Due 2019 and exchange the temporaiy bonds for such definitive 
bonds in the manner provided for in said Section, provided, however, no presentation or suirender of tempoiaiy Bonds of Series Due 
2019 shall be necessary in order for the Holders entitled to interest thereon to receive such interest. 

SECTION 4.09. REDEMPTION PROVISIONS OF THE BONDS OF SERIES DUE 2019. 

redemption price equal to the greater of ( I )  100% of the principal amount of the Bonds of Series Due 2019 to be redeemed and (2) the 
sum of the present values of the remaining scheduled payments of principal and interest thereon (exclusive of interest accrued to the 
Redemption Date), discounted to the Redemption Date on a semiannual basis (assuming a 360-day year consisting of twelve 30-day 
months) at the Treasury Rate plus 
avoidance of doubt, interest that is due and payable on an Interest Payment Date for the Bonds of Series Due 2019 falling on or prior 
to a Redemption Date therefor will be payable on such Interest Payment Date in  accordance with the Bands of Series Due 2019 and 
this Indenture. The Company shall notify the Trustee of the Redemption Price with respect to any redemption pursuant to this 
paragraph promptly after the calculation thereof. The Trustee shall not be responsible for calculating said Redemption Price. 

(a) The Bonds of Series Due 2019 may be redeemed at the option of the Company, as a wholc or in part at any time, at a 

?h ( basis points), plus, in each case, accrued interest to the Redemption Date. For the 

(b) For purposes of this Section, except as otherwise expressly provided or unless the context othetwise requires: 
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“Business Day” means any day other than a day on which banks in New York City are required or authorized to be closed. 

“Comparable Treasury Issue” means the United States Treasury security or securities selected by the Quotation Agent as having an 
actual or interpolated maturity comparable to the I emaining term of the Bonds of Series Due 2019 to be redeemed that would be 
utilized, at the time of selection and in accordance with customary financial practice, in pricing new issues of corporate debt securities 
of a comparable maturity to the remaining term of the Bonds of Series Due 2019. 

“Comparable Treasury Price” means. with respect to any Redemption Date for the Bonds of Series Due 2019, (A) the average of 
the Reference Treasury Dealer Quotations for such Redemption Date, aRer excluding the highest and lowest such Reference Treasury 
Dealer Quotations, or (B) if the Quotation Agent obtains fewer than four such Reference Treasury Dealer Quotations, the average of 
all such quotations. 

“Quotation Agent” means one of the Reference Treasury Dealers appointed by the Company 

“Reference Treasury Dealer” means each of Baiclays Capital Inc., Deutsche Bank Securities Inc. and LJBS Securities LLC, plus 
two other financial institutions appointed by the Company at the time of any redemption or their affiliates which are primary US. 
Govei nment securities dealers, and their respective successors; pi ovided, however, that if any of the foregoing or their affiliates shall 
cease to be a primary I J.S. Government securities dealer in the Ilnited States (a “Primary Treasury Dealer”). the Company shall 
substitute therefor anothei Primaty Treasury Dealer. 

“Reference Treasury Dealer Quotations” means, with respect to each Refei ence Treasury Dealei and any Redemption Date, the 
average, as determined by the Quotation Agent, of the bid and asked prices for the Comparable Treasury Issue (expiessed in each case 
as a percentage of its principal amount) quoted in writing to the Quotation Agent by the Reference Treasury Dealers at 3:30 p.m”, New 
York time, on the third Business Day preceding such Redemption Date. 

“Treasury Rate” means, with t espect to any Redemption Date, the rate per annum equal to the semiannual equivalent yield to 
maturity or interpolated maturity (on a day count basis) of the Comparable Treasury Issue, assuming a price for the Comparable 
Treasury Issue (expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for such Redemption Date. 

(c) Notice of any redemption by the Company will be mailed at least thirty (30) days but not mole than sixty (60) days before any 
Redemption Date to each Holder of Bonds of Series Due 2019 to be redeemed. If less than all the Bonds of Series Due 2019 are to be 
redeemed at the option ofthe Company, the Trustee shall select, in such manner as it shall deem fair and appropriate, the Bonds of 
Series Due 2019 to be redeemed in whole or in  part. 
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(d) Unless the Company defaults in payment of the Redemption Price therefor, on and after any Redemption Date therefor, interest 

(e) The Company shall indemnify and hold harmless the Trustee from any and all losses, costs, damages, expenses, fees (including 

will cease to accrue on the Bonds of Series Due 2019 or portions thereof called for redemption. 

reasonable attorneys’ fees), court costs, judgments, penalties, obligations, suits, disbursements and liabilities of any kind or character 
whatsoever which may at any time be imposed upon, incurred by or asserted agaiiist the Trustee by reason of or arising out of or 
caused, directly or indirectly, by any act or omission ofthe Trustee with respect to this Section 4.09, except for such that would arise 
out of the gross negligence, willful misconduct or bad faith of the Trustee and except for costs and expenses arising in the ordinary 
course of the Trustee’s business. 

SECTION 4.10. FORM OF THE BONDS OF SERIES DUE 2019. 

The Bonds of Series Due 2019 and the Trustee’s certificate to be endorsed thereon shall be substantially in the following form: 

[THE REMAINDER OF THIS PAGE HAS BEEN L.EFT BLANK INTENTIONAL.LY] 
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(FORM OF BOND OF SERIES DUE 20 19) 

[Unless this certificate is presented by an authorized representative of The Depository Trust Company, a New York corporation 
(“DTC”), to issuer or its agent for registration of transfer, exchange or payment, and any certificate issued is registered in the name of 
Cede & Co. or in such other name as is requested by an authorized representative of DTC (and any payment is made to Cede & Co. or 
to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE 
IHEREOF FOR VALIJE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFIJL inasmuch as the registered holder hereof, 
Cede & Co., has an interest herein.]] 

NO. R- 
CUSIP No: 
ISIN: 

DUKE ENERGY OHIO. INC. 

DUE APRIL, I ,  201 9 

Duke Energy Ohio, Inc., an Ohio corporation (hereinafter called the “Company”), for value received, hereby promises to pay to 

FIRST MORTGAGE BOND, % SERIES, 

, or registered assigns, the principal sum of Dollars ($ )on  the first day ofApril, 2019 and to 
pay interest on said sum from the date hereof or from the most recent date to which interest has been paid or duly provided for, until 
said principal sum is paid or made available for payment, at the rate of % per annuni, payable semi-annually on the first day ofApril 
and October in each year, commencing October I ,  2009 (each such date herein called an “Interest Payment Date”). Both the principal 
of and the interest on this bond shall be payable in any coin or currency of the IJnited States of America which at the lime of payment 
is legal tender for the payment of public and private debts at the office or agency of the Company in Cincinnati, Ohio, or, at the option 
of the registered owner hereof, at the office or agency of the Company in the Borough of Manhattan, the City of New York, State of 
New York, except that interest on this bond may be paid, at the option of the Company, by check or draft mailed to the address of the 
Person entitled thereto as it appears on the Security Register. 

This bond is one of the Securities of the Company issued and to be issued from time to time under and in accordance with and all 
secured by a First Mortgage Indenture, dated as of August 1, 1936, from the Company to The Bank of New York Mellon Trust 
Company. N.A., as successor Trustee (which indenture as amended by all supplemental indentures is hereinafter referred to as the 
“Indenture”). Said Trustee or its successor in trust under the Indenture is hereinafter sometimes referred to as the “Trustee.” Reference 
is hereby made to the Indenture for a description of the property mortgaged and pledged and the nature and extent of the security for 
said Securities. Capitalized terms not otherwise defined herein have the meanings specified therefor in the Indenture. By the terms of 
the Indenture, the Securities secured thereby are issuable in series which may vary as to date, amount, date of maturity, rate of interest 
and in other respects as in the Indenture provided. 

1 This should be included only if the Bonds of Series Due 2019 are being issued in  global form. 
-54- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



This bond is one of a series designated as “First Mortgage Bonds, % Series, Due April 1,2019” (hereinafter referred to as the 
“Bonds of Series Due 2019”) of the Company issued under and secured by the Indenture and created by a Fortieth Supplemental 
Indenture, dated as of March 

Subject to certain exceptions provided in  the Indenture, the interest payable on any Interest Payment Date shall be paid to the 
Person in whose name this bond shall be registered at the close of business on the Regular Record Date (hereinafter defined) or, i n  the 
case of Defaulted Interest therefor, i n  the manner and to the person as provided in the Indenture. If any Interest Payment Date should 
fall on a day that is not a Business Day, then the interest payment shall be made on the next succeeding Business Day and no interest 
shall accrue for the intervening period with respect to the payment so deferred. 

The term “Regular Record Date” shall mean, with respect to any Interest Payment Date for any Bonds of Series Due 2019, the 
close of business on the fifteenth ( 1  5th) calendar day next preceding the respective Interest Payment Date (whether or not a Business 
Day); provided, however, that so long as the Bonds of Series Due 2019 are held by a Depository in the form of one or more Global 
Securities, the Regular Record Date with respect to each Interest Payment Date will be the close of business on the Business Day 
before the applicable Interest Payment Date. 

The Bonds of Series Due 2019 may be redeemed at the option of the Company, as a whole or in part at any time, at a Redemption 
Price equal to the greater of (1) 100% of the principal amount of the Bonds of Series Due 2019 to be redeemed and (2) the sum of the 
present values of the remaining scheduled payments of principal and interest thereon (exclusive of interest accrued to the Redemption 
Date), discounted to the Redemption Date on a semiannual basis (assuming a 360-day year consisting of twelve 30-day months) at the 
Treasury Rate plus % ( basis points), plus, in the case of each of clause (1) and (2), accrued and unpaid interest, if any, to the 
Redemption Date. For the avoidance of doubt, interest that is due and payable 011 an Interest Payment Date falling on or prior to a 
Redemption Date therefor will be payable on such Interest Payment Date in accordance with the Bonds of Series Due 2019 and the 
Indenture. 

Notice of any redemption by the Company will be mailed at least thirty (30) days but not more than sixty (60) days before any 
Redemption Date to each Holder of Bonds of Series Due 201 9 to be redeemed. If less than all the Bonds of Series Due 2019 are to be 
redeemed at the option of the Company, the Trustee shall select, in such manner as it shall deem lair and appropriate, the Bonds of 
Series Due 201 9 to be redeemed.. 

, 2009, which Supplemental Indenture also amends and restates in its entirety the Indenture. 

The Bonds of Series Due 201 9 are not othetivise redeemable prior to their maturity. 

Unless the Company defaults i n  payment ofthe Redemption Price, on and after any Redemption Date for the Bonds of Series Due 
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In the case of any of certain Events of Default specified in the Indenture, the principal of this bond may be declared or may become 

No recourse shall be had for the payment of the principal of or interest on this bond, or for any claim based hereon, or otheiwise in 

due and payable prior to the stated date of maturity hereof in the manner and with the effect provided i n  the Indenture. 

respect hereof or of the Indenture, to or against any incorporator, shareholder, officer or director, past, present or future, of the 
Company or of any predecessor or successor company, either directly or through the Company or such predecessor or successor 
company, under any constitution or statute or rule of law, or by the enforcement of any assessment or penalty, or otherwise, all such 
liability of incorporators, shareholders, directors and officers being waived and released by the registered owner hereof by the 
acceptance of this bond and being likewise waived and released by the terms of the Indenture. 

owner hereof; in person or by an attorney duly authorized, at the Corporate Trust Office ofThe Bank of New York Mellon Trust 
Company, N.A., the Trustee, or its successor in trust under the Indenture, or, at the option of the registered owner, at the office or 
agency of the Company in the Borough of Manhattan, the City of New York, State of New York, upon the surrender and cancellation 
of this bond, and upon any such transfer a new registered Security or Securities of the same series and maturity date and far the same 
aggregate principal amount will be issued to the transferee in exchange herefor. 

The Bonds of Series Due 2019 are issuable in denominations of $2,000 and inultiples of $1,000 in  excess thereof. I11 the manner 
and sub,ject to the limitations provided in the Indenture, Bonds of Series Due 201 9 are exchangeabIe as between authorized 
denominations, upon presentation thereof for such purpose by the registered owner, at the Corporate Trust Office of The Bank ofNew 
York Mellon Trust Company, N.A., the Trustee, or its successor in trust under the Indenture, or, at the option of the registered owner, 
at the office or agency of the Company in the Borough of Manhattan, the City of New York, State of New York. 

No service charge will be made for any transfer or exchange of this bond, but the Company may require a sum sufficient to cover 
any tax or other governmental charge payable in connection therewith. 

This bond shall not be valid or become obligatory for any purpose unless atid until it shall have been authenticated by the execution 
by the Trustee, or its successor i n  trust under the Indenture, of the certificate endorsed hereon. 

The Bonds of Series Due 2019 are issuable only in registered form without coupons. This bond is transferable by the registered 

[THE REMAINDER OF THIS PAGE HAS BEEN L,EFT BLANK INTENTIONAL,LY.] 
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IN WITNESS WHEREOF, Duke Energy Ohio, Inc. has caused this bond to be executed in its name by the manual or facsimile 
signature of an Authorized Officer. 

Dated as of: 

DUKE ENE,RGY OHIO, INC. 

BY - 
mame1 
Authorized Officer 

TRUSTEE’S CERTIFICATE OF AUTHENTICATION 

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture. 

THE BANK OF NEW YORK MEL.LON TRIJST 
COMPANY, N.A., AS TRUSTEE 

BY 
Authorized Signatory 

[END OF ARTICLE FOUR] 
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ARTICLE FIVE. 

REDEMPTION OF SECIJRITIES 

SECTION 5.01. APPLICABILITY OF ARTICLE. 

Securities of any series, or any Tranche thereof, which are redeemable before their Stated Maturity shall be redeemable in 
accordance with their terms and (except as otherwise specified as contemplated by Section 3.01 for Securities of such series or 
Tranche) in accordance with this Article. 

SECTION 5.02. ELECTION TO REDEEM; NOTICE TO TRUSTEE. 

The election of the Company to redeem any Securities shall be evidenced by a Board Resolution or an Officer’s Certiticate. The 
Company shall. at least 40 days prior to the Redemption Date fixed by the Company (unless a shorter notice shall be satisfactory to the 
Trustee), notify the Trustee in writing of such Redemption Date and ofthe principal amount of such Securities to be redeemed. In  the 
case of any redemption of Securities which are subject to tlie prior compliance with any restriction or condition on such redemption 
provided in tlie terms of such Securities or elsewhere in this Indenture, the Company shall furnish tlie Trustee with an Officer’s 
Certificate evidencing compliance with such restriction or condition. 

SECTION 5.03. SELECTION OF SECURITIES TO BE REDEEMED. 

If less than all tlie Securities of any series, or any Tranche thereof, are to be redeemed, tlie particular Securities to be redeemed 
shall be selected by the Trustee from the Outstanding Securities of such series 01’ Tranche not previously called for redemption, by 
such method as shall be provided for such particular series or Tranche, or in the absence of any such provision, by such method of 
random selection as the Trustee shall deem fair and appropriate and which may, in any case, pi ovide for the selection for redemption 
of portions (equal to any authorized denomination for Securities of such series or Tranche) of the principal amount of Securities of 
such series or Tranche of a denomination larger than the minimum authorized denomination for Secuiities of such series or Tranche; 
provided, however, that if, as indicated in an Officer’s Certificate, the Company shall have offered to purchase all or any principal 
amount of the Securities then Outstanding of any series, or any Tranche thereof, and less than all of such Securities as to which such 
offer was made shall have been tendered to the Company for such purchase, the Trustee, if so directed by Company Order, shall select 
for redemption all or any principal amount of such Securities which have not been so tendered. 

The Trustee shall promptly notify the Company and the Security Registrar in writing of the Securities selected for redemption and. 
in  the case of any Securities selected to be redeemed in part, the principal amount thereof to be redeemed. 

For all purposes of this Indenture, unless the context otlietwise requires, all provisions relating to the redemption of Securities shall 
relate, in tlie case of any Securities redeemed or to be redeemed only i n  part, to the portion of the principal amount of such Securities 
which has been or is to be redeemed. 
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SECTION 5.04. NOTICE OF REDEMPTION. 

Except as otherwise specified as contemplated by Section 3.01 for Securities of any series, notice of redemption shall be given i n  
the manner provided in Section 1.08 to the Holders of the Securities to be redeemed not less than 30 days prior to the Redemption 
Date. 

Except as otherwise specified as contemplated by Section 3.01 for Securities of any series, all notices of redemption shall state: 

(a) the Redemption Date, 

(b) the Redemption Price (if known), 

(c) if less than all the Securities of any series or Tranche are to be redeemed, the identification of the particular Securities to be 
redeemed and the portion ofthe principal amount o f  any Security to be redeemed in part. 

(d) that on the Redemption Date the Redemption Price, together with accrued interest, if any, to the Redemption Date, will become 
due and payable upon each such Security to be redeemed and, if applicable, that interest thereon will cease to accrue on and after said 
date, 

(e) the place or places where such Securities are to be surrendered for payment of the Redemption Price and accrued interest, if 
any, unless it shall have been specified as conteniplated by Section 3.01 with respect to such Securities that such surrender shall not he 
required, 

(0 that the redemption is for a sinking or other fiind, if such is the case, 

(9) the CUSIP, ISIN or other similar numbers, if any, assigned to such Securities; provided, however, that such notice may state 
that no representation is made as to the correctness of CIJSIP, ISIN or other similar numbers, in which case none of the Company, the 
Trustee ot any agent of the Company or the Trustee shall have any liability in respect of the use of any CUSIP, ISIN or other similat 
number or numbers on such notices, and the redemption ot such Securities shall not be affected by any defect in or omission of such 
numbers, and 

(h) such other matters as the Company shall deem desirable or appropriate. 

IJnless otherwise specified with respect to any Securities in accordance with Section 3.01, with respect to any notice of redemption 
of Securities at the election of the Company, unless, upon the giving of such notice, such Securities shall be deemed to have been paid 
in accordance with Section 8.01, such notice may state that such redemption shall be conditional upon the receipt by the Paying Agent 
or Agents for such Securities, on or prior to the date fixed for such redemption, of money sufticient to pay the principal of and 
premium, if any, and interest, if any, on such Securities and that if such money shall not have been so received such notice shall be of 
no force or effect and the Company shall not be required to redeem such Securities. In the event that such notice of redemption 
contains such a condition and such money is not so received, the redemption shall not be made and within a reasonable time thereafter 
notice shall be given, in the manner in which the notice of redemption was given, that such 
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money was not so received and such redemption was not required to be made, and the Paying Agent or Agents for the Securities 
otherwise to have been redeemed shall promptly return to the Holders thereof any of such Securities which had been surrendered for 
payment upon such redemption. Notice ofredemption of Securities to be redeemed at the election of the Company, and any notice of 
non-satisfaction of a condition for redemption as aforesaid, shall be given by the Company or, at the Company's request, by the 
Security Registrar in the name and at the expense of the Company. Except as provided in Section 6.03, notice of any mandatory 
redemption of Securities shall be given by the Security Registrar in  the name and at the expense ofthe Company. 

SECTION 5.05. SECURITIES PAYABLE ON REDEMPTION DATE. 

Notice of redemption having been given as aforesaid, and the conditions, if any, set forth iti such notice having been satisfied, the 
Securities or portions thereof so to be redeemed shall, on the Redemption Date, become due and payable at the Redemption Price 
therein specified, and from and after such date (unless, in the case of an unconditional notice ofredemption, the Company shall default 
in the payment of the Redemption Price and accrued interest, if any) such Securities or portions thereof, if interest-bearing, shall cease 
to bear interest. Lipon surrender of any such Security for redemption in accordance with such notice, such Security or portion thereof 
shall be paid by the Company at the Redemption Price, together with accrued interest, if any, to the Redemption Date; provided, 
however, that no such surrender shall be a condition to such payment if so specified as contemplated by Section 3.01 with respect to 
such Security; and provided, further, that except as otherwise specified as contemplated by Section 3.01 with respect to such Security, 
any installment of interest on any Security the Stated Maturity of which installment is on 01 prior to the Redemption Date shall be 
payable to the Holder of such Security, or one or more Predecessor Securities, registered as such at the close of business on the related 
Regular Record Date according to the terms of such Security and sub"ject to the provisions of Sections 3.05 and 3.07 

SECTION 5.06. SECURITIES REDEEMED IN PART. 

Upon the surrender of any Security which is to be redeemed only in part at a Place of Payment therefor (with, i t  the Company or 
the Trustee so requires, due endorsement by, or a written instrument of transfer in  form satisfactory to the Company and the Trustee 
duly executed by, the Holder thereof or his attorney duly authorized i n  writing), the Company shall execute, and the Trustee shall 
authenticate and deliver to the Holder ofsuch Security, without service charge, a new Security or Secuiities ofthe same series and 
Tranche, of any authorized denomination requested by such Holder and of like tenor and in aggregate principal amount equal to and in 
exchange for the unredeemed portion ofthe principal of the Security so surrendered. 

[END OF ARTICLE FIVE] 
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ARTICLE SIX. 

SINKING FUNDS 

SECTION 6.01. APPLJCABILITY OF ARTICLE. 

The provisions ofthis Article shall be applicable to any sinking fund for the retirement of the Securities of any series, or any 

The minimum amount of any sinking fund payment provided for by the terms of Securities of any series, or any Tranche thereof, is 

Tranche thereof, except as otherwise specified as contemplated by Section 3.01 for Securities of such series or Tranche. 

herein referred to as a “mandatory sinking fund payment”, and any payment in excess of such minimum amount provided for by the 
terms of Securities of any series, or any Tranche thereof, is herein referred to as an “optional sinking fund payment”. If provided for 
by the terms of Securities of any series, or any Tranche thereof, the cash amount of any sinking fund payment may be sub,ject to 
reduction as provided in Section 6.02. Each sinking fund payment shall be applied to the redemption of Securities ofthe series or 
Tranche in respect of which it was made as provided for by the terms of such Securities. 

SECTION 6.02. SATISFACTION OF SINKING FUND PAYMENTS WITH SECURITIES. 

The Company (a) may deliver to the Trustee Outstanding Securities (other than any previously called for redemption) of a series or 
Tranche in  respect of which a mandatory sinking fund payment is to be made and (b) may apply as a credit Securities of such series or 
Tranche which have been redeemed either at the election of the Company pursuant to the terms of such Securities or through the 
application of permitted optional sinking fund payments pursuant to the terms of such Securities, in each case in satisfaction of all or 
any part of such mandatory sinking fund payment with respect to the Securities of such series; provided, however, that no Securities 
shall be applied in satisfaction of a mandatory sinking fund payment if such Securities shall have been previously so applied. 
Securities so applied shall be received and credited for such purpose by the Trustee at the Redemption Price specified in such 
Securities for redemption through operation of the sinking fund and the amount of such mandatory sinking fund payment shall be 
reduced accordingly. 

SECTION 6.03. REDEMPTION OF SECURITIES FOR SINKING FUND. 

shall deliver to the Trustee an Officer‘s Certificate specifying: 
Not less than 40 days prior to each sinking fund payment date for the Securities of any series, or any Tranche thereof, the Company 

(a) the amount o f  the next succeeding mandatory sinking fund payment for such series or Tranche; 

(b) the amount. if any, ofthe optional sinking fund payment to be made together with such mandatory sinking fund payment; 

(c) the aggregate sinking fund payment; and 
-61- 

Source: Duke Energy Ohio, In, 8-K, March 18, 2009 



(d) the portion, if any, of such aggregate sinking fund payment which is to be satisfied by the payment of cash; 

(e) the portion, if any, of such aggregate sinking fund payment which is to be satisfied by delivering and crediting Securities of 
such series or Tranche pursuant to Section 6.02 and stating the basis for such credit and that such Securities have not previously been 
so credited, and the Company shall also deliver to the Trustee any Securities to be so delivered. 

If  the Company shall not deliver such Officer’s Certificate and, to the extent applicable, all such Securities, the next succeeding 
sinking fund payment for such series or Tranche shall be made entirely in cash in the amount ofthe mandatory sinking fund payment. 
Not less than 30 days before each such sinking fund payment date the Trustee shall select the Securities to be redeemed upon such 
sinking fund payment date in the manner specified in  Section 5.03 and cause notice of the redemption thereof to be given in the name 
of and at the expense of the Company in the manner provided i n  Section 5.04. Such notice having been duly given, the redemption of 
such Securities shall be made upon the terms and in the manner stated in Sections 5.05 and 5.06. 

[END OF ARTICLE SIX] 
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ARTICLE SEVEN. 

REPRESENTATlONS AND COVENANTS 

SECTION 7.01. PAYMENT OF SECURITIES; LAWFUL POSSESSION. 

with the terms of such Securities and this Indenture. 

mortgage and pledge the Mortgaged Property, as provided in and by this Indenture. 

(a) The Company shall pay the principal of and premium, if any, and interest, if any, on the Securities of each series in accordance 

(b) At the Execution Date, the Company is lawfully possessed of the Mortgaged Property and has sufficient right and authority to 

SECTION 7.02. MAINTENANCE OF OFFICE OR AGENCY. 

The Company shall maintain in each Place of Payment for the Securities of each series, or any Tranche thereof, an office or agency 
where payment of such Securities shall be made, where the registration of transfer or exchange of such Securities may be effected and 
where notices and demands to or upon the Company in respect of such Securities and this Indenture may be served. 

The Company shall give prompt written notice to the Trustee of the location, and any change in the location, of each such office or 
agency and prompt notice to the Holders of any such change in the manner specified in Section 1.08. If at any time the Company shall 
fail to maintain any such tequired office or agency 01 shall fail to furnish the Trustee with the address thereof, then payment of such 
Securities shall be made, registration of transfer or exchange thereof may be effected and notices and demands in  respect of such 
Securities and this Indenture may be served at the Corporate Trust Office of the Trustee, and the Company hereby appoints the Trustee 
as its agent for all such purposes in any such event. 

The Company may also from time to time designate one or more other offices or agencies with respect to the Securities of one or 
more series, or any Tranche thereol, for any or all of the foregoing purposes and may f'rom time to time rescind such designations; 
provided. however, that, unless otherwise specified as contemplated by Section 3.01 with respect to the Securities of such series or 
Tranche, 110 such designation or rescission shall in any manner relieve the Company of its obligation to maintain an office or agency 
for such purposes i n  each Place ot Payment for such Secut ities in  accordance with the requirements set forth above. The Company 
shall give prompt written notice to the Trustee, and prompt notice to the Holders in the manner specified in Section 1 08, of any such 
designation or rescission and of any change in  the location of any such other office or agency. 

Anything herein to the contraty notwithstanding, any office or agency required by this Section may be maintained at an office of 
the Company or an Affiliate of the Company, in which event the Company or such Affiliate shall perform all functions to be 
performed at such office or agency 
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SECTION 7.03. MONEY FOR SECURITIES PAYMENTS TO BE HELD IN TRUST. 

If the Company shall at any time act as its own Paying Agent with respect to the Securities of any series, or any Tranche thereof, it 
shall, on or before each due date of the principal of and premium, if any, and interest, if '  any, on any of such Securities, segregate and 
hold in trust for the benefit of the Persons entitled thereto a sum sufficient to pay the principal and premium or interest so becoming 
due until such sums shall be paid to such Persons or othetwise disposed of as herein provided. The Company shall promptly notify the 
Trustee of any failure by the Company (or any other obligor on such Securities) to make any payment of principal of or premium, if 
any, or interest, if any, on such Securities. 

Whenever the Company shall have one or more Paying Agents for the Securities of any series, or any Tranche thereof, it shall, on 
or befot e each due date of the principal of and premium, if any, and interest, if any, on such Securities, deposit with such Paying 
Agents sums sufficient (without duplication) to pay the principal and premium or interest so becoming due, such sums to be held in 
trust for the benefit of the Persons entitled to such principal, premium or interest, and (unless such Paying Agent is the Trustee) the 
Company shall promptly notify the Trustee of any failure by it so to act. 

The Company shall cause each Paying Agent for the Securities of any series, or any Tranche thereof, other than the Company or 
the Trustee, to execute and deliver to the Trustee an instrument in which such Paying Agent shall agree with the Trustee, subject to the 
provisions of this Section, that such Paying Agent shall: 

(a) hold all sums held by it for the payment of the principal of and premium, if any, or interest, if any, on such Securities in  trust for 
the benefit of the Persons entitled thereto until such sums shall be paid to such Persons or otherwise disposed of as herein provided; 

(b) give the Trustee notice of any failure by the Company (or any other obligor upon such Securities) to make any payment of 
principal of or premium, if any, or interest, if any, on such Securities; and 

(c) at any time during the continuance of any such failure, upon the written request of the Trustee, forthwith pay to the Trustee all 
sums so held in trust by such Paying Agent and furnish to the Trustee such information as it possesses regarding the names and 
addresses of the Persons entitled to such sums. 

the Company or such Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums were 
held by the Company or such Paying Agent and, if so stated in a Company Order delivered to the Trustee, in accordance with the 
provisions of Article Seven; and, upon such payment by any Paying Agent to the Trustee, such Paying Agent shall be released from all 
further liability with respect to such money. 

The Company may at any time pay, 01 by Company Order direct any Paying Agent to pay, to the Trustee all sums held in  trust by 
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Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of the principal 
of and premium, if any, or interest, if any, on any Security and remaining unclaimed for two years after such principal and premium, if 
any, or interest, ifany, has become due and payable shall to the extent permitted by law be paid to the Company on Company Request, 
or, if then held by the Company, shall be discharged from such trust; and, upon such payment or discharge, the Holder of such 
Security shall, as an unsecured general creditor and not as the Holder of an Outstanding Security, look only to the Company for 
payment of the amount so due and payable and remaining unpaid unless the applicable law provides otherwise, and all liability of the 
Trustee or such Paying Agent with respect to such trust money, and all liability of the Company as trustee thereof, shall thereupon 
cease; provided, however, that the Trustee or such Paying Agent, before being required to make any such payment to the Company, 
may at the expense of the Company cause to be mailed, on one occasion only, notice to such IHolder that such money remains 
unclaimed and that, after a date specified therein, which shall not be less than thirty (30) days from the date of such mailing, any 
unclaimed balance of such money then remaining will be paid to the Company. 

SECTION 7.04. CORPORATE EXISTENCE. 

preserve and keep in full force and effect its legal existence as a corporation. 
Subject to the rights of the Company under Article Twelve, the Company shall do or cause to be done all things necessary to 

SECTION 7.05. ANNUAL OFFICER’S CERTIFICATE AS TO COMPLIANCE. 

Not later than October 1 in each year, commencing October 1, 2009, the Company shall deliver to the Trustee an Officer’s 
Certificate which need not comply with the requirements of Section 1.04, executed by the principal executive officer, the principal 
financial officer or the principal accounting officer of the Company, as to such officer’s knowledge of the Company’s compliance 
with all conditions and covenants under this Indenture, such compliance to be determined without regard to any period of grace or 
requirement of notice under this Indenture, and making any other statements as may be required by the provisions of Section 3 14(a)(4) 
of the Trust Indenture Act. 

SECTION 7.06. WAIVER OF CERTAIN COVENANTS. 

The Company may omit in any particular instance to comply with any term, provision or condition set forth in (a) Section 7.02 or 
any additional covenant or restriction specified with respect to the Securities of any series, or any Tranche thereof, as contemplated by 
Section 3.01, if before the time for such compliance the Holders of a majority in aggregate principal amount of the Outstanding 
Securities of all series and Tranches with respect to which compliance with Section 7.02 or such additional covenant or restriction is to 
be omitted, considered as one class, shall, by Act of such Holders, either waive such compliance in such instance or generally waive 
compliance with such term, provision or condition and (b) Section 7.04, 7.05 or Article Twelve if before the time for such compliance 
the Holders of a majority in principal amount of Securities Outstanding under this Indenture shall, by Act of such Holders, either 
waive such compliance in such instance or generally waive compliance with such term, provision or condition; but. in the case of 
(a) or (b), no such waiver shall extend to or affect such term, provision or condition 
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except to the extent so expressly waived, and, until such waiver shall become effective, the obligations of the Company and the duties 
of the Trustee in respect of any such term, provision or condition shall remain in full force and effect. 

F N D  OF ARTICLE SEVEN] 
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ARTICLE EIGHT. 

SATISFACTION AND DISCHARGE 

SECTION 8.01. SATISFACTION AND DISCHARGE OF SECURITIES. 

Any Security or Securities, or any portion of the principal amount thereof, shall be deemed to have been paid and no longer 
Outstanding for all purposes of this Indenture, and the entire indebtedness of the Company in  respect thereof shall be deemed to have 
been satisfied and discharged, if there shall have been irrevocably deposited with the Trustee or any Paying Agent (other than the 
Company), in  trust: 

(a) money in an amount which shall be sufficient, or 

(b) in the case of a deposit made prior to the Maturity of such Securities or portions thereof, Eligible Obligations, which shall not 
contain provisions permitting the redemption or other prepayment thereof at the option of the issuer thereof, the principal of and the 
interest on which when due, without any regard to reinvestment thereof, will provide moneys which, together with the money, if any, 
deposited with or held by the Trustee or such Paying Agent, shall be sufficient in the written opinion o f a  firm of independent certified 
public accountants delivered to the Trustee, or 

(c) a combination of (a) or (b) which shall be sufficient in the opinion of such firm, to pay when due the principal of and premium, 
if any, and interest, if any, due and to become due on such Securities or portions thereof on or prior to Maturity; provided, however, 
that in the case ofthe provision for payment or redemption of less than all the Securities of any series or Tranche, such Securities or 
portions thereof shall have been selected by the Trustee as provided herein and, in the case of a redemption of all or less than all the 
Securities of any series or Tranche, the notice requisite to the validity of such redemption shall have been given or irrevocable 
authority shall have been given by the Company to the Trustee to give such notice, under arrangements satisfactory to the Trustee; and 
provided, further, that the Company shall have delivered to the Trustee and such Paying Agent: 

(x) if such deposit shall have been made prior to the Maturity of such Securities, a Company Order stating that the money and 
Eligible Obligations deposited in accordance with this Section shall be held i n  trust, as provided in Section 8.03; 

(y) an Officer’s Certificate and Opinion of Counsel, each stating that all conditions precedent herein provided for relating to the 
deemed payment and, if the Officer’s Certificate described in clause (z) below shall have been delivered, satisfaction and discharge 
of such Securities have been complied with; and 

(2)  ifthe Company intends such deposit to satis@ and discharge its indebtedness in respect ofsuch Securities or portions thereof 
prior to the Maturity of such Securities or portion thereof, an Officer’s Certificate stating the Company’s intention that, upon 
delivery of such Officer’s Certificate, its indebtedness in respect of such Securities or portions thereof will have been satisfied and 
discharged as contemplated i n  this Section. 
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Upon the deposit of money or Eligible Obligations, or both, in accordance with this Section, together with the documents required 
by clauses (x), (y) and (z) above, the Trustee shall, upon receipt of a Company Request, acknowledge i n  writing that the Security or 
Securities or portions tliereofwith respect to which such deposit was made are deemed to have been paid for all purposes of this 
Indenture and that the entire indebtedness of the Company in respect thereof has been satisfied and discharged as contemplated in this 
Section. In the event that all of the conditions set forth in the preceding paragraph shall have been satisfied i n  respect of any Securities 
or portions thereof except that, for any reason, the Officer’s Certificate specified in clause (z) shall not have been delivered, such 
Securities or portions thereof shall nevertheless be deemed to have been paid for all purposes of this Indenture, and the Holders of 
such Securities or portions thereof shall nevertheless be no longer entitled to the benefits provided by this Indenture, the L k n  of this 
Indenture, or any of the covenants of the Company under Article Seven (except the covenants contained in  Sections 7.02 and 7.03) or 
any otlier covenants made in respect of such Securities or portions thereof as contemplated by Section 3.01 or Section 13.01(b), but 
the indebtedness of the Company in respect of such Securities or portions thereof shall not be deemed to have been satisfied and 
discharged prior to Maturity for any other purpose and the Holders of such Securities or portions thereof shall continue to be entitled 
to look to the Company for payment of the indebtedness represented thereby; and, upon Company Request, the Trustee shall 
acknowledge in writing that such Securities or portions thereof are deemed to have been paid lor all purposes of this Indenture. 

in the manner and with the effect provided in this Section, the Trustee shall select such Securities, or portions of principal amount 
thereof, in the manner specified by Section 5.03 for selection for redemption of less than all the Securities o f a  series or Tranche. 

In the event that Securities which shall be deemed to have been paid for purposes of this Indenture, and, if such is the case, in 
respect of which the Company’s indebtedness shall have been satisfied and discharged, all as provided in  this Section, do not mature 
and are not to be redeemed within the sixty (60) day period commencing with the date ofthe deposit of moneys or Eligible 
Obligations, as aforesaid, the Company shall, as promptly as practicable, give a notice, in the same manner as a notice ofredemption 
with respect to such Securities, to the Holders of such Securities to the effect that such deposit has been made and the effect thereof. 

Notwithstanding that any Securities shall be deemed to have been paid for purposes of this Indenture, as aforesaid, the obligations 
ofthe Company and the Trustee i n  respect ofsuch Securities under Sections 3.04, 3.05, 3.06, 5.04, 7.02, 7.0.3, 10.07 and 10.15 and 
this Article shall survive such deemed payment and any related satisfaction and discharge. 

The Company shall pay, and shall indemnif) the Trustee or any Paying Agent with which Eligible Obligations shall have been 
deposited as provided in this Section against, any tax, fee or other charge imposed on or assessed against such Eligible Obligations or 
the principal or interest received in respect ofsuch Eligible Obligations, including, but not limited to, any such tax payable by any 
entity deemed, for tax purposes, to have been created as a result of such deposit. 

If payment at or prior to Stated Maturity of less than all ofthe Securities of any series, or any Tranche thereof, is to be provided for 
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Anything herein to the contrary notwithstanding, (a) if, at any time after a Security would be deemed to have been paid for 
purposes of this Indenture, and, if such is the case, the Company’s indebtedness in respect thereof would be deemed to have been 
satisfied and discharged, pursuant to this Section (without regard to the provisions ofthis paragraph), the Trustee or any Paying Agent, 
as the case may be, (i) shall be required to return the money or Eligible Obligations, or combination thereof, deposited with it as 
aforesaid to the Company or its representative under any applicable Federal or State bankruptcy, insolvency or other similar law, or 
(ii) is unable to apply any money i n  accordance with this Article with respect to any Securities by reason of any order or judgment of 
any court or Governmental Authority en,joining, restraining or otherwise prohibiting such application, such Security shall thereupon be 
deemed retroactively not to have been paid and any satisfaction and discharge of the Company’s indebtedness in respect thereof shall 
retroactively be deemed not to have been effected, and such Security shall be deemed to remain Outstanding and (b) any satisfaction 
and discharge of the Company’s indebtedness in respect of any Security shall be subject to the provisions of the last paragraph of 
Section 7.03. 

SECTION 8.02. SATISFACTION AND DISCHARGE OF INDENTURE. 

This Indentwe shall upon Company Request cease to be of further effect (except as hereinafter expressly provided), and the 
Trustee, at the expense of the Company, shall execute such instruments as the Company shall reasonably request to evidence and 
acknowledge the satisfaction and discharge of this Indenture, when: 

(a) no Securities remain Outstanding hereunder; 

(b) the Company has paid or caused to be paid, or made provision acceptable to the Trustee for payment of, all other sums payable 

(c) the Company has delivered to the Tiustee an Officer’s Certificate and an Opinion of Counsel, each containing the statements 

hereunder by the Company; and 

required by Section 1.04; 

provided. however, that if‘, in  accordance with the last paragraph ofsection 8.01. any Security, previously deemed to have been paid 
for purposes of this Indenture, shall be deemed retroactively not to have been so paid, this Indenture shall thereupon be deemed 
retroactively not to have been satisfied and discharged, as aforesaid, and to remain in full force and effect, and the Company shall 
execute and deliver such instruments as the Trustee shall reasonably request to evidence and acknowledge the same. 

Notwithstanding anything to the contrary expressed or implied in  this Indenture, the fact that no Securities are Outstanding 
hereunder at any particular time and that the Company has paid or caused to be paid, or made provision acceptable to Trustee for 
payment of, all other sums payable hereunder by the Company, shall not operate to render void this Indenture, or any amendment or 
supplement hereto, nor will the same be deemed a release, satisfaction or discharge of this Indenture, or any amendment or 
supplement hereto. This Indenture, as amended and supplemented, shall remain i n  full force until recordation of appropt iate 
instrument(s) of satisfaction and discharge executed by the Trustee i n  accordance with this 
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Section following a Company Request and the Company’s delivery of the Officer’s Certificate and Opinion of Counsel set forth in  
paragraph (c) above. 

Notwithstanding the satisfaction and discharge of this Indenture as aforesaid, the obligations of the Company and the Trustee under 
Sections 3.04, 3.05, 3.06, 5.04, 7.02, 7.03, 10.07 and 10.15 and this Article shall survive such satisfaction and discharge. 

IJpon satisfaction and discharge of this Indenture as provided in this Section, the Trustee shall assign, transfer and turn over to the 
Company, sub,ject to the lien provided by Section 10.07, any and all money, securities and other property then held by the Trustee for 
the benefit of the Holders of the Securities (other than money and Eligible Obligations held by the Trustee pursuant to Section 8.03) 
and shall execute and deliver to the Company such instruments as, in the judgment of the Company, shall be necessary, desirable or 
appropriate to effect 01 evidence the satisfaction and discharge of this Indenture. 

SECTION 8.03. APPLICATION OF TRUST MONEY. 

Neither the Eligible Obligations not the money deposited pursuant to Section 8.01, nor the principal or interest payments on any 
such Eligible Obligations, shall be withdrawn 01 used for any purpose other than, and shall be held in trust for, the payment of the 
principal of and premium, if any, and interest, if any, on the Securities or portions of principal amount thereof in respect of which such 
deposit was made, all subject, however, to the provisions of Section 7.03; provided, however, that so long as there shall not have 
occurred and be continuing an Event of Default, any cash received from such principal or interest payments on such Eligible 
Obligations, if not then needed for such purpose, shall, to the extent practicable and upon Company Request be invested in Eligible 
Obligations ofthe type described in clause (b) in the first paragraph of Section 8 d  1 maturing at such times and in such amounts as 
shall be sufficient, together with any other moneys and the proceeds of any other Eligible Obligations then held by the Trustee, in the 
written opinion of a firm of independent certified public accountants delivered to the Trustee, to pay when due the principal of and 
premium, if any, and interest, if any, due and to become due on such Securities or portions thereof on and prior to the Maturity 
thereof, and interest earned from such reinvestment shall be paid over to the Company as received, free and clear of any trust, lien or 
pledge under this Indenture (except the lien provided by Section 10.07); and provided, further, that, so long as there shall not have 
occurred and be continuing an Event of Default, any moneys held in accordance with this Section on the Maturity of all such 
Securities in excess of the amount required to pay the principal of and premium, if any, and interest, if any, then due on such 
Securities shall be paid over to the Company free and clear of any trust, lien or pledge under this Indenture (except the lien provided 
by Section 10.07); and provided, further, that if an Event of Default shall have occurred and be continuing, moneys to be paid over to 
the Company pursuant to this Section shall be held until such Event of Default shall have been waived or cured. 

At any time before or after depositing any money or Eligible Obligations with the Trustee under this Article, the Company may by 
written notice to the Trustee irrevocably waive any or all of its rights ( I )  to any residual interest in  such money or Eligible 
Obligations, including any interest earned or excess amounts, (2) to instruct the Trustee to sell or purchase Eligible Obligations or 
otherwise invest money or proceeds held in trust pursuant to this Section. (3) to 

-70- 

Source: Duke Energy Ohia, In, 8-K, March 18, 2009 



provide investment advice to the Trustee with respect to such money or Eligible Obligations, (4) to provide to the Trustee instructions 
or advice of counsel for the Company as to matters arising in connection with the Trustee’s servicing oftlie trust established pursuant 
to this Section with respect to such money or Eligible Obligations, or (5) to any involvement with such money, Eligible Obligations or 
the trust established pursuant to this Section. 

END OF ARTICLE EIGHT] 
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ARTICL,E NINE. 

EVENTS OF DEFAULT; REMEDIES 

SECTION 9.01. EVENTS OF DEFAULT. 

“Event of Default” means any one of the following events: 

(a) failuie to pay any interest on any Security when it becomes due and payable and continuance of such default for a period of 
30 days; provided, however, that no such default shall constitute an “Event of Default” if the Company has made a valid extension of 
the interest payment period with respect to the Securities of the series of which such Security is a part, if so provided as contemplated 
by Section 3.01; or 

such default shall constitute an “Event of Default” if the Company has made a valid extension of the Maturity of the Securities of the 
series of which such Security is a part, if so provided as contemplated by Section 3.01; or 

default in the performance of which or breach of which is elsewhere in this Section specifically addressed) and continuance of such 
default or breach for a period of 90 days after there has been given, by registet ed or cet tified mail, to the Company by the Trustee, or 
to the Company and the Trustee by the Holders of at least 35% in  aggregate principal amount of the Outstanding Semi ities, a written 
notice specifying such default or breach and requiring it to be remedied and stating that such notice is a “Notice of Default” 
hereunder, unless the Trustee, or the Trustee and the Holders of a principal amount of Securities not less than thc principal amount of 
Securities the Holders ofwhich gave such notice, as the case may be, shall agree in writing to an extension ofsuch period prior to its 
expiration; provided, however, that the Trustee, or the Trustee and the Holders of such principal amount ot Securities, as the case may 
be, shall be deemed to have agreed to an extension of such period if corrective action is initiated by the Company within such pel iod 
and is being diligently pursued; or 

(d) the entry by a court having jurisdiction i n  the premises of (1) a decree or order for relief in respect of the Company in an 
involuntaiy case or proceeding under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or 
(2) a decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a petition by one or more Persons 
other than the Company seeking reorganization, arrangement, adjustment ot composition of or in respect of the Company under any 
applicable Federal or State bankruptcy, insolvency or similai law, or appointing a custodian, receiver, liquidator, assignee, trustee, 
sequestrator or other similar official for the Company or for any substantiai part of its property, or ordering the winding up or 
liquidation of its affairs, and any such decree or order for relief or any such other decree or order shall have remained unstayed and in 
effect for a period of 90 consecutive days; 

(b) failure to pay the principal of or premium, if any, on any Security when it becomes due and payable; provided, however, that no 

(c) failure to perform or breach of, any covenant or warranty of the Company in this Indenture (other than a covenant or warranty a 
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(e) the commencement by the Company of a voluntary case or proceeding under any applicable Federal or State bankruptcy, 
insolvency, reorganization or other similar law or of any other case or proceeding to be adjudicated a bankrupt or insolvent, or the 
consent by the Company to the entty o f a  decree or order for relief in respect of the Company in a case or proceeding under any 
applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or to the commencement of any bankruptcy or 
insolvency case or proceeding against the Company, or the filing by the Company o f a  petition or answer or consent seeking 
reorganization or relief under any applicable Federal or State bankruptcy, insolvency, reorganization or similar law, or the consent by 
the Company to the filing of such petition or to the appointment of or taking possession by a custodian, receiver, liquidator, assignee, 
trustee, sequestrator or similar official of the Company or of any substantial part of its property, or the making by the Company of an 
assignment for the benefit of creditors, or the admission by the Company in writing of its inability to pay its debts generally as they 
become due, or the authorization of such action by the Board of Directors of the Company; or 

(f) any other Event of Default provided for as contemplated by Section S.Ol(0) .  

SECTION 9.02. ACCELERATION OF MATURITY, RESCISSION AND ANNULMENT. 

If ail Event of Default shall have occurred and be continuing, then in every such case the Trustee or the Holders of not less than 
35% in principal amount ofthe Outstanding Securities may declare the principal amount (or, if any of the Securities of such series are 
Discount Securities, such portion of the principal amount of such Securities as may be specified in  the terms thereof as contemplated 
by Section 3.01) of all of the Securities to be due and payable immediately, by a notice in writing to the Company (and to the Trustee 
if given by Holders), and upon receipt by the Company of notice of such declaration such principal amount (or specified amount) 
together with premium, if any, and accrued and unpaid interest shall become immediately due and payable. 

At any time after such a declaration of acceleration of the maturity of the Securities then Outstanding shall have been made, but 
before any sale of any of the Mortgaged Property has been made and before a judgment or decree for payment of the money due shall 
have been obtained by the Trustee as provided in this Article, the Event or Events of Default giving rise to such declaration of 
acceleration shall, without further act, be deemed to have been cured, and such declaration and its consequences shall, without further 
act, be deemed to have been rescinded and annulled, if 

(a) the Company shall have paid or deposited with the Trustee a sum sufficient to pay 

(i) all overdue interest, if any, on all Securities then Outstanding; 

(ii) the principal of and premium, if any, on any Securities then Outstanding which have become due othetwise than by such 

(iii) to the extent that payment of such interest is lawful, interest upon overdue interest at the rate or rates prescribed therefor in 

declaration of acceleration and interest thereon at the rate or rates prescribed therefor in such Securities; 

such Securities; 
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(iv) all amounts due to the Trustee under Section 10.07; and 

(b) all Events of Default, other than the non-payment of the principal of Securities of such series which shall have become due 
solely by such declaration of acceleration, shall have been cured or waived as provided in Section 9.13. 

No such rescission shall affect any subsequent Event of Default or impair any right consequent thereon. 

SECTION 9.03. COLLECTION OF INDEBTEDNESS AND SUITS FOR ENFORCEMENT BY TRUSTEE. 

If an Event ofDefault described in clause (a) or (b) of Section 9.01 shall have occurred and be continuing, the Company shall, 
upon demand of the Trustee, pay to it, for the benefit of the Holders of the Securities with respect to which such Event of Default shall 
have occurred and be continuing, the whole amount then due and payable on such Securities for principal and premium, if any, and 
interest, if any, and, to the extent permitted by law, interest on premium, if any, and on any ovetdue principal and interest, at the rate 
or rates prescribed therefor in such Securities, and, in addition thereto, such further amount as shall be sufficient to cover any amounts 
due to the Trustee under Section 10 07. 

If the Company shall fail to pay such amounts forthwith upon such demand, the Trustee, in  its own name and as trustee of an 
express trust, may institute a judicial proceeding for the collection of the sums so due and unpaid, may prosecute such proceeding to 
judgment or final decree and may enforce the same against the Company or any other obligor upon such Securities and collect the 
moneys adjudged or decreed to be payable in  the manner provided by law out of the property of the Company or any other obligor 
upon such Securities, wherever situated. 

If an Event of Default shall have occurred and be continuing, the Trustee may in its discretion proceed to protect and enforce its 
rights and the rights of the Holders of Securities by such appropriate judicial proceedings as the Trustee shall deem necessary to 
protect and enforce any such rights, whether for the specific enforcement of any covenant or agreement in  this Indenture or in aid of 
the exercise of any power granted herein, or to enforce any other proper remedy. 

SECTION 9.04. TRUSTEE MAY FILE PROOFS OF CLAIM. 

In case of the pendency of any receivership, insolvency, liquidation, bankruptcy, reorganization, arrangement, adjustment. 
composition or other judicial proceeding relative to the Company or any other obligor upon the Securities or the property of the 
Company or of such other obligor or their creditors, the Trustee (irrespective of whether the pt incipal of the Securities shall then be 
due and payable as therein expressed or by declaration or othenvise and irrespective ofwhether the Trustee shall have made any 
demand on the Company for the payment of overdue principal or interest) shall be entitled and empowered, by intervention in such 
proceeding or otherwise, 

the Securities and to file such other papers or 
(a) to file and prove a claim for the whole amount of principal, premium, if any, and interest, if any, owing and unpaid in respect of 
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documents as may be necessary or advisable in  order to have the claims of the Trustee (including any claim for amounts due to the 
Trustee under Section 10.07) and ofthe Holders allowed in such judicial proceeding, and 

(b) to collect and receive any moneys or other property payable or deliverable on any such claims and to distribute the same; 

and any custodian, receiver, assignee. trustee, liquidator, sequestrator or other similar official in any such judicial proceeding is hereby 
authorized by each Holder to make such payments to the Trustee and, in  the event that the Trustee shall consent to the making of such 
payments directly to the Holdets, to pay to the Trustee any amounts due i t  under Section 10.07. 

Nothing herein contained shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt on behalf of any 
Holder any plan of reorganization, arrangement, adjustment or composition affecting the Securities or the rights of any Molder thereof 
or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding. 

SECTION 9.05. TRUSTEE MAY ENFORCE CLAIMS WITHOUT POSSESSION OF SECURITIES. 

All rights of action and claims under this Indenture or the Securities may be prosecuted and enforced by the Tiustee, without the 
possession of any of the Securities or the production thereof in  any proceeding relating thereto, and any such proceeding instituted by 
the Trustee shall be brought in its own name as trustee of an express trust, and any recovery ofjudgment shall, after provision for the 
payment of the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, be for the 
ratable benefit of the Holders in respect of which such ,judgment has been recovered. 

SECTION 9.06. APPLICATION OF MONEY COLLECTED. 

Any money or other property collected or received by the Trustee pursuant to this Article, or othewise distributable under this 
Article in respect of the Company’s obligations under this Indenture, shall be applied in the following order, to the extent permitted by 
law, at the date or dates fixed by the Trustee and, in case of the distribution of such money on account of principal or premium, if any, 
or interest. if any, upon presentation ofthe Securities in respect of which or for the benefit ofwhich such money shall have been 
collected and the notation thereon of the payment if only partially paid and upon surrender thereof if fully paid: 

First: To the payment of all amounts due the Trustee under Section 10.07; 

Second: To the payment of the amounts then due and unpaid upon the Securities for principal of and premium, if any, and interest, 
if any, in respect ofwhich or for the benefit ofwhich such money has been collected, ratably, without preference or priority of any 
kind, according to the amounts due and payable on such Securities for principal, premium, if any, and interest, if any, respectively; 
and 

as a court of competent jurisdiction may direct. 
Third: To the payment of the remainder, if any, to the Company or to whomsoever may be lawfully entitled to receive the same or 
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SECTION 9.07. LIMITATION ON SUITS. 

No Holder shall have any right to institute any proceeding, judicial or otherwise, with respect to this Indenture, or for the 

(a) such Holder shall have previously given written notice to the Trustee of a continuing Event of Default; 

(b) the Holders of a majority in aggregate principal amount of the Outstanding Securities shall have made written request to the 

(c) such Holder or Holders shall have offered to the Trustee indemnity satisfactory to it against the costs, expenses and liabilities to 

(d) the Trustee for 60 days after its receipt of such notice, request and offer of indemnity shall have tailed to institute any such 

(e) no direction inconsistent with such written request shall have been given to the Trustee during such 60-day period by the 

appointment of a receiver or trustee, or for any other remedy hereunder, unless: 

Trustee to institute proceedings in respect of such Event ofnefault in its own name as Trustee hereunder; 

be incurred i n  compliance with such request; 

proceeding; and 

Holders of a majority i n  aggregate principal amount of the Outstanding Securities; 

it being understood and intended that no one or more ofthe Holders of any Securities shall have any right in any manner whatever by 
virtue of, or by availing of, any provision of this Indenture to affect, disturb or prejudice the rights of any other Holders or to obtain or 
to seek to obtain priority or preference over any other Holders or to enforce any right under this Indenture, except in the manner herein 
provided and for the equal and ratable benefit of all Holders. 

SECTION 9.08. UNCONDITIONAL RIGHT OF HOLDERS TO RECEIVE PRINCIPAL, PREMIUM AND INTEREST. 

Notwithstanding any other provision in this Indenture, the Holder of any Security shall have the right, which is absolute and 
unconditional, to receive payment ofthe principal of and premium, if any, and (subject to Section 3.07) interest, if any, on such 
Security on the Stated Maturity or Maturities expressed in  such Security (or, in  the case of redemption, on the Redemption Date) and 
to institute suit for the enforcement of any such payment, and such rights shall not be impaired without the consent of such Holder. 

SECTION 9.09. RESTORATION OF RIGHTS AND REMEDIES. 

If the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and such proceeding 
shall have been discontinued or abandoned for any reason, or shall have been determined adversely to the Trustee or to such Holder, 
then and in every such case, subject to any determination in  such proceeding, the Company, the Trustee and such Holder shall be 
restored severally and respectively to their former positions hereunder and thereafter all rights and remedies of the Trustee and such 
Holder shall continue as though no such proceeding had been instituted. 
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SECTION 9.10. RIGHTS AND REMEDIES C'IJMUL,ATIVE. 

Except as otherwise provided in the last paragraph of Section 3.06, no right or remedy herein conferred upon or reserved to the 
Trustee or to the Holders is intended to be exclusive of any other right or remedy, and every right and remedy shall, to the extent 
permitted by law, be cumulative and in addition to every other right and remedy given hereunder or now or hereafter existing at law or 
in equity or othetwise. The assertion or employment of any right or remedy hereunder, or otherwise, shall not prevent the concurrent 
assertion or employment of any other appropriate right or remedy. 

SECTION 9.11. DELAY OR OMISSION NOT WAIVER. 

No delay or omission of the Trustee or of any Holder to exercise any right or remedy accruing upon any Event ofnefault shall 
impair any such right or remedy or constitute a waiver of any such Event of Default or any acquiescence therein. Every right and 
remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to time, and as often as may be 
deemed expedient, by the Trustee or by the Holders, as the case may be. 

SECTION 9.12. CONTROL BY HOLDERS OF SECURITIES. 

Securities shall have the right to diiect the time, method and place of conducting any proceeding for any remedy available to the 
Trustee, or exercising any trust or power confer1 ed on the Trustee, with respect to such Securities; provided, however, that 

liability in circumstances where indemnity would not, in the Trustee's sole discretion, be adequate, and 

If an Event ofnefault shall have occurred and be continuing, the Holders of a majority in principal amount of the Outstanding 

(a) such direction shall not be in conflict with any rule of law or with this Indenture, and could not involve the Trustee in personal 

(b) the Trustee may take any other action deemed proper by the Trustee which is not inconsistent with such direction 

SECTION 9.13. WAIVER OF PAST DEFAULTS. 

Securities waive any past default hereunder and its consequences, except a default 
The Holders of not less than a majority in principal amount of the Outstanding Securities may on behalf of the Molders of all the 

(a) in the payment of the principal of or premium, if any, or interest, if any, on any Outstanding Security, 01 

(b) in respect of a covenant or provision hereof which under Section 13.02 cannot be modified or amended without the consent of 

LJpon any such waiver, such default shall cease to exist, and any and all Events ofDefault arising therefrom shall be deemed to 

the Holder of each Outstanding Security of any series or Tranche affected. 

have been cured, for every purpose of this Indenture; but no 
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such waiver shall extend to any subsequent or other default or impair any right consequent thereon 

SECTION 9.14. UNDERTAKING FOR COSTS. 

The Company and the Trustee agree, and each Holder by his acceptance thereof shall be deemed to have agreed, that any court may 
in  its discretion require, i n  any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee 
for any action taken, suffered or omitted by i t  as Trustee, the filing by any party litigant i n  such suit ofan undertaking to pay the costs 
of such suit, and that such court may in its discretion assess reasonable costs, including reasonable attorneys’ fees, against any party 
litigant in such suit, having due regard to the merits and good faith of the claims or defenses made by such party litigant but the 
provisions ofthis Section shall not apply to any suit instituted by the Company, to any suit instituted by the Trustee, to any suit 
instituted by any Holder, or group of Holders, holding i n  the aggregate more than 10% in aggregate principal amount of the Securities 
then Outstanding, or to any suit instituted by any Holder for the enforcement of the payment of the principal of or premium, if any, or 
interest, if any, on any Security on or after the Stated Maturity or Maturities expressed in such Security (or in the case of redemption, 
on or after the Redemption Date). 

SECTION 9.15. WAIVER OF USURY, STAY OR EXTENSION L,AWS. 

whatsoever claim or take the benefit or advantage of, any usury, stay or extension law wherever enacted, now or at any time hereafter 
in force, which may affect the covenants or the performance of this Indenture; and the Company (to the extent that it may lawfully do 
so) hereby expressly waives all benefit or advantage of any such law and covenants that it will not hinder, delay or impede the 
execution of any power herein granted to the Trustee, but will suffer and permit the execution of every such power as though no such 
law had been enacted. 

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or in any manner 

SECTION 9.16. RECEIVER AND OTHER REMEDIES. 

If an Event of Default shall have occurred and, during the continuance thereof, the Trustee shall have commenced judicial 
proceedings to enforce any right under this Indentut e, the Trustee shall, to the extent permitted by law, be entitled, as against the 
Company, to the appointment o f a  receiver ofthe Mortgaged Property and subject to the rights. if any, ofothers to receive collections 
from former, present or future customers ofthe rents, issues, profits, revenues and other income thereof, and whether or not any 
receiver is appointed, the Trustee shall be entitled to retain possession and control of, and to collect and teceive the income from cash, 
securities and other personal property held by the Trustee hereunder. In  addition, upon the occurrence and during the continuance of 
an Event of Default, the Trustee shall be entitled to all remedies available to mortgagees and secured parties under the IJniform 
Commercial Code or any other applicable law. 
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SECTION 9.17. ENTRY UPON MORTGAGED PROPERTY. 

If an Event of Default shall have occurred and be continuing, the Company, upon demand of the Trustee and if and to the extent 
permitted by law, shall forthwith surrender to the Trustee the actual possession of, and the Trustee. by such officers or agents as it may 
appoint, may enter upon and take possession of, the Mortgaged Property; and the Trustee may hold, operate and manage the 
Mortgaged Property and make all needful repairs and such renewals, replacements, bettet nients and improvements as to the Trustee 
shall seem prudent; and the Trustee may receive, subject to the rights of others, if any, with respect theteto, the rents, issues, profits, 
revenues and othei income of the Mortgaged Property; and, after deducting the costs and expenses of entering, taking possession, 
holding, operating and managing the Mortgaged Property, as well as payments for insurance and taxes and other proper charges upon 
the Mortgaged Property prior to the Lien of this Indenture and I easonable compensation to itself, its agents and counsel, the Tiustee 
may apply the same as provided in Section 9.06. Whenever all that is then due in respect of the principal of and premium, if any, and 
interest, if any, on the Securities and under any of the terms ofthis Indenture shall have been paid and all defaults hereunder shall have 
been cured, the Trustee shall surrender possession of the Mortgaged Property to the Company. 

SECTION 9.18. POWER OF SALE; SUITS FOR ENFORCEMENT, 

If an Event of Default shall have occurred and be continuing, the Trustee, by such officers or agents as it shall appoint, with or 
without entry, in  its discretion may, subject to the provisions of Section 9.12 and if and to the extent permitted by law: 

(a) sell, subject to any mandatory requirements of applicable law, the Mortgaged Property as an entirety, or i n  such parcels as the 
Holders of a majority in principal amount of the Securities then Outstanding shall in writing request, or in the absence of such request, 
as the Tiustee may determine, to the highest bidder at public auction at such place and at such time (which sale may be adjourned by 
the Trustee fiom time to time in its discretion by announcement at the time and place fixed for such sale, without further notice) and 
upon such terms as the Trustee may fix and briefly specifj in a notice of sale to be published once in each week for four successive 
weeks prior to such sale in an Authorized Publication in each Place of Payment for the Securities of each series; or 

(b) proceed to protect and enforce its rights and the rights of the Noldeis of Securities under this Indenture by sale pursuant to 
judicial proceedings or by a suit, action or proceeding in  equity or at law or otherwise, whether for the specific performance of any 
covenant or agreement contained in this Indenture or in aid of the execution of any power granted in this Indenture or for the 
foreclosure of this Indenture or for the enforcement of any othei legal, equitable or other remedy, as the Trustee, being advised by 
counsel, shall deem most effectual to protect and enforce any of the rights of the Trustee or the Holders of Securities. 

SECTION 9.19. INCIDENTS OF SALE. 

Upon any sale of any of the Mortgaged Property, whether made under the power of sale hereby given or pursuant to judicial 
proceedings, to the extent permitted by law: 
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(a) the principal amount (or, if any of the Securities are Discount Securities, such portion of the principal amount of such Securities 
as may be specified in the terms thereof as contemplated by Section 3.01) of all Outstanding Securities, if not previously due, shall at 
once become and be immediately due and payable, together with premium, if any, and accrued interest, if any, thereon; 

(b) any Holder or Holders of Securities or the Trustee may bid for and purchase the property offered for sale, and upon compliance 
with the terms of sale may hold, retain and possess and dispose of such property, without further accountability, and may, in  paying 
the purchase money therefor, deliver any Outstanding Securities or claims for interest thereon in  lieu of cash to the amount which 
shall, upon distribution of the net proceeds of such sale, be payable thereon, and such Securities, in case the amounts so payable 
thereon shall be less than the amount due thereon, shall be returned to the Holders thereof after being appropriately stamped to show 
partial payment; 

(c) the Trustee may make and deliver to the purchaser or put chasers a good and sufficient deed, bill of sale and instrument of 
assignment and transfer of the property sold; 

(d) the Trustee is hereby irrevocably appointed the true and lawful attorney of the Company, in  its name and stead, to make all 
necessary deeds, bills of sale and instruments of assignment and transfer of the property so sold; and for that purpose it may execute 
all necessary deeds, bills of sale and instruments of assignment and transfer, and may substitute one or more persons, firms or 
corporations with like power, the Company hereby ratifying and confirming all that its said attorney or such substitute or substitutes 
shall lawfully do by virtue hereofi but, if so requested by the Trustee or by any purchaset, the Company shall ratify and confirm any 
such sale or transfer by executing and delivering to the Trustee or to such purchaser or purchasers all proper deeds, bills of sale, 
instruments of assignment and transfer and releases as may be designated in any such request; 

(e) all right, title, interest, claim and demand whatsoever, either at law or i n  equity 01 otherwise, of the Company of, in and to the 
property so sold shall be divested and such sale shall be a perpetual bar both at law and in equity against the Company, its successors 
and assigns, and against any and all persons claiming or who may claim the property sold or any part thereof from, through or under 
the Company; and 

( f )  the receipt of the Trustee or of the officer or agent making such sale shall be a sufficient discharge to the purchaser or 
purchasers at such sale for his or their purchase money and such purchaser or purchasers and his or their assigns or personal 
representatives shall not, after paying such purchase money and receiving such receipt, be obliged to see to the application of such 
purchase money, or be i n  anywise answerable for any loss, misapplication or non-application thereof. 

F N D  OF ARTICLE NINE] 
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ARTICLE TEN. 

THE TRUSTEE 

SECTION 10.01. CERTAIN DUTIES AND RESPONSIBILITIES. 

(a) The Trustee shall have and be subject to all the duties and responsibilities specified with respect to an indenture ti-ustee in the 
Trust Indenture Act and no implied covenants or obligations shall be read into this Indenture against the Trustee. For purposes of 
Sections 315(a) and 315(c) ofthe Trust Indenture Act, the term “default” is hereby defined as an Event ofDefault which has occurred 
and is continuing. 

(b) No provision of this Indenture shall require the Trustee to expend or risk its own funds or othetwise incur any financial liability 
in the performance of any of its duties liereunder, or in the exercise of any of its rights or powers, if it shall have reasonable grounds 
for believing that repayment of such funds or adequate indemnity against such risk or liability is not reasonably assured to it. 

Indenture shall be subject to the protections, exculpations and limitations on liability afforded to an indenture trustee under the 
provisions of the Trust Indenture Act. For the purposes of Sections 3 15(b) and 3 15(d)(2) of the Trust Indenture Act, the term 
“responsible officer” is defined as a Responsible Officer (as herein defined). 

of or affording protection to the Trustee shall he subject to the provisions of this Section. 

(c) Notwithstanding anything contained in  this Indenture to the contrary, the duties and responsibilities of the Trustee under this 

(d) Whether or not therein expressly so provided, every provision ofthis Indenture relating to the conduct or affecting the liability 

SECTION 10.02. NOTICE OF DEFAULTS. 

Trust Indenture Act, unless such default shall have been cured or waived; provided, however, that in the case of any default of the 
character specified in Section 9.01(c), no such notice to Molders shall be given until at least 60 days after the occurrence thereof. For 
the purpose of this Section, the tern1 “default” means any event which is, or after notice or lapse of time, or both, would become, an 
Event of Default. 

The Trustee shall give notice of any default hereunder known to the Tiustee in the manner and to the extent required to do so by the 

SECTION 10.03. CERTAIN RIGHTS OF TRUSTEE. 

Subject to the provisions of Section 10.01 and to the applicable provisions ofthe Trust Indenture Act: 

(a) the Trustee may conclusively rely and shall be fully protected in  acting or refraining fioni acting upon any resolution, 
certificate, statement, instrument, opinion, report, notice, request, direction, consent, order, bond, debenture, note, other evidence of 
indebtedness or other paper or document believed by it to be genuine and to have been signed or presented by the proper party or 
parties; 
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(b) any request or direction of the Company mentioned herein shall be sufficiently evidenced by a Company Request or Company 
Order, or as otherwise expressly provided herein, and any resolution of the Board of Directors may be sufficiently evidenced by a 
Board Resolution; 

(c) whenever in the administration of this Indenture the Trustee shall deem it desirable that a matter be proved or established prior 
to taking, suffering or omitting any action hereunder, the Trustee (unless other evidence be herein specifically prescribed) may, in the 
absence of bad faith on its part, conclusively rely upon an Officer's Certiticate; 

complete authorization and protection in respect of any action taken, suffered or omitted by it hereunder in good faith and in  reliance 
thereon; 

(e) the Trustee shall be under no obligation to exercise any of the rights or powers vested in it by this Indenture at the request or 
direction of any Holder pursuant to this Indenture, unless such Holder shall havc offered to the Trustee reasonable security 01 
indemnity against the costs, expenses and liabilities which might be incurred by it i n  compliance with such request or direction; 

instrument, opinion, report, notice, request, direction, consent, order, bond, debenture, note, other evidence of indebtedness or other 
paper or document, but the Trustee, in its discretion, may make such further inquiry or investigation into such facts or matters as it 
may see fit, and, if the Tiustee shall determine to make such further inquiry or investigation, it shall (subject to applicable legal 
requirements) be entitled to examine, during normal business horns, the books, records and premises of the Company, personally or by 
agent or attorney; 

(g) the Trustee may execute any of the trusts or powers hereunder or perform any duties hereunder either directly or by or through 
agents or attorneys and the Trustee shall not be responsible for any misconduct or negligence on the part of any agent 01 attorney 
appointed with due care by it hereunder; 

interest or principal payment default; provided that the Trustee is the principal Paying Agent) unless either ( I )  a Responsible Office1 
of the Trustee shall have actual knowledge of such default or Event of Default or ( 2 )  written notice o f  such default or Event of Default 
shall have been given to the Trustee by the Company or any other obligor on such Securities, or by any I-folder of such Securities; 

(i) the rights, privileges, protections, immunities and benefits given to the Trustee, including, without limitation, its right to be 
indemnified, are extended to, and shall be enforceable by, the Trustee in each of its capacities hereunder; 

0) the Trustee shall not be liable for any action taken, suffered or omitted to be taken by it in good faith and reasonably believed by 
it to be authorized 01 within the disctetion or rights or powers conferred upon it by this Indenture; and 

(d) the Trustee may consult with counsel and the written advice of such counsel or any Opinion of Counsel shall be full and 

(f) the Trustee shall not be bound to make any investigation into the facts or matters stated i n  any resolution, certificate, statement, 

(h) the Trustee shall not be charged with knowledge of any default (as defined i n  Section 10.02) or Even1 of Default (other than an 
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(k) in no event shall the Trustee be responsible or liable for special, indirect, or consequential loss or damage of any kind 
whatsoever (including, without limitation, loss of profit) irrespective of whether the Tiustee has been advised of the likelihood of such 
loss or damage and regardless of the form of action. 

SECTION 10.04. NOT RESPONSIBL,E FOR RECITALS, ISSUANCE OF SECURITIES, ETC. 

The recitals contained herein and in the Securities (except the Trustee’s certificates of authentication) shall be taken as the 
statements of the Company, and neither the Trustee nor any Authenticating Agent assumes responsibility for their correctness. The 
Trustee makes no representations as to the value or condition of the Mortgaged Property, the title of the Company to the Mortgaged 
Property, the security afforded by the Lien of this Indenture, the validity or genuineness of any securities deposited with the Trustee 
hereunder, or the validity or sufficiency of this Indenture or of the Securities. Neither the Trustee nor any Authenticating Agent shall 
be accountable for the use or application by the Company of Securities or the proceeds thereof or any money paid to the Company 
hereunder. The Trustee shall not be responsible for perfecting or maintaining the perfection of any security interest granted to it 
hereunder or for filing, re-filing, recording or re-recording any notice or other document in any public office at any time or times or 
for seeing to the insurance of the Mortgaged Property 01 for paying or causing the payment of any taxes owing in connection 
therewith. 

SECTION 10.05. MAY HOL,D SECURITIES. 

Each of the Tiustee, any Authenticating Agent, any Paying Agent, any Security Registrar or any other agent of the Company, in its 
individual or any other capacity, may become the owner or pledgee of Securities and, subject to Sections 10.08 and 10.13, may 
otherwise deal with the Company with the same rights it would have if it were not the Tiustee, Authenticating Agent, Paying Agent, 
Security Registrar or such other agent. 

SECTION 10.06. MONEY HELAD IN TRUST. 

Money held by the Trustee i n  trust hereunder need not be segregated from other funds, except to the extent required by law. The 
Trustee shall be under no liability for interest on or investment of any money received by i t  hereunder except as expressly provided 
herein or otherwise agreed with, and for the sole benefit of, the Company. 

SECTION 10.07. COMPENSATION AND REIMBURSEMENT. 

The Company shall 

(a) pay to the Trustee from time to time reasonable compensation for all services rendered by it hereunder (which compensation 

(b) except as otlietwise expressly provided herein, reimburse the Trustee upon its request for all reasonable expenses, 

shall not be limited by any provision of law in regard to the compensation of a trustee of an express trust); 

disbursements and advances reasonably incurred or made by the Trustee in accordance with any provision of this Indenture (including 
the reasonable 
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compensation and the expenses and disbursements of its agents and counsel), except to the extent that any such expense, disbursement 
or advance may be attributable to the Trustee’s negligence, willful misconduct or bad faith; and 

(c) indemnify the Trustee fot, and hold it harmless from and against, any loss, liability or expense (including under environmental 
laws) reasonably incurred by it arising out of or in connection with the acceptance or administration of the trust or trusts hereunder or 
the performance of its duties hereunder, including the reasonable costs and expenses of defending itself against any claim or liability 
in connection with the exercise or performance of any of its powers or duties hereunder except to the extent any such loss, liability or 
expense may be attributable to its negligence, willful misconduct or bad faith. 

As security for the performance of the obligations of the Company under this Section, the Trustee shall have a lien prior to the 
Securities upon the Mortgaged Property and all property and funds held or collected by the Trustee as such, other than property and 
funds held in trust under Section 8.03 (except moneys payable to the Company as provided in Section 8.03). 

In addition and without prejudice to the rights provided to the Trustee under any of the provisions of this Indenture or under 
applicable law, when the Trustee incurs expenses or renders services i n  connection with an Event of Default specified in 
Section 9.01 (d) or Section 9.01 (e), the expenses (including the reasonable charges and expenses of its counsel) and the compensation 
for the services are intended to constitute expenses of administration under any applicable Federal and State bankruptcy, insolvency or 
other similar law. 

The Company’s obligations under this Sectioti 10.07 and the Lien referred to i n  this Section 10 07 shall survive the resignation or 
removal ofthe Trustee, the discharge of the Company’s obligations under Article Eight of this Indenture and/or the termination of this 
Indenture. 

“Trustee” for purposes of this Section 10.07 shall include any predecessor Trustee; provided, however, that the negligence, willful 
misconduct or bad faith of any Trustee hereunder shall not affect the rights of any other Trustee hereunder. 

SECTION 10.08. DISQUALIFICATION; CONFLJCTING INTERESTS. 

If the Trustee shall have or acquire any conflicting interest within the meaning of the Trust Indenture Act, i t  shall either eliminate 
such contlicting interest or resign to the extent, i n  the manner and with the cffect, and subject to the conditions, provided in the Trust 
Indenture Act and this Indenture. For purposes of Section 3 10(b)( I )  of the Trust Indenture Act and to the extent permitted thereby, the 
Trustee, in its capacity as trustee in  respect of the Securities of any series, shall not be deemed to have a conflicting interest arising 
from its capacity as trustee in respect of the Securities of any other series issued under this Indenture. Nothing herein shall prevent the 
Trustee from filing with the Commission the application referred to in the second to last paragraph of Section 3 10(b) ofthe Trust 
Indenture Act. 
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SECTION 10.09. CORPORATE TRUSTEE REQUIRED; ELIGIBILITY. 

There shall at all times be a Ttvstee hereunder which shall be: 

(a) a corporation organized and doing business under the laws of the LJnited States of America, any State thereof or the District of 
Columbia, authorized under such laws to exercise corporate trust powers, having a combined capital and surplus of at least 
$50,000,000 and subject to supervision or examination by Federal, State or Distt ict of Columbia authority; or 

(b) if and to the extent permitted by the Commission by rule. regulation or order upon application, a corporation or other Person 
organized and doing business under the laws of a foreign government, authorized under such laws to exercise corporate trust powers, 
having a combined capital and surplus of at least $50,000,000 or the Dollar equivalent of the applicable foreign currency and subject 
to supervision or examination by authority of such foreign government or a political subdivision thereof substantially equivalent to 
supervision or examination applicable to Ifnited States institutional trustees; and 

in  either case, qualified and eligible under this Article and the Trust Indenture Act. If such cot poration publishes reports of condition 
at least annually, pursuant to law or to the requirements of such supervising or examining authority, then for the purposes of this 
Section, the combined capital and surplus of such corporation shall be deemed to be its combined capital and surplus as set forth in its 
most recent report of condition so published. If at any time the Trustee shall cease to be eligible in accordance with the provisions of 
this Section and the Ttust Indenture Act, it shall resign immediately in the manner and with the effect hereinafter specified in  this 
Article. 

SECTION 10.10. RESIGNATION AND REMOVAL,; APPOINTMENT OF SUCCESSOR. 

effective until the acceptance of appointment by the successor Trustee in accordance with the applicable requirements of 
Section 10.1 I .  

successor Trustee required by Section 10.1 1 shall not have been delivered to the resigning or removed Trustee within 30 days after the 
giving of such notice of resignation or receipt by the Trustee of notice of such removal, the resigning or removed Tiustee may petition 
any court of competent jurisdiction for the appointment of a successor Trustee. 

delivered to the Trustee and the Company. 

(a) No resignation or removal of the Trustee and no appointment of a successor Trustee pursuant to this Article shall become 

(b) The Trustee may resign at any time by giving written notice thereof to the Company. If the instrument of acceptance by a 

(c) The Trustee may be removed at any time by Act of the Holders of a majority in principal amount of the Outstanding Securities 

(d) If at any time: 

been a bona tide Holder for at least six months, or 
(i) the Tiustee shall fail to comply with Section 10.08 after written request therefor by the Company or by any Holder who has 
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(ii) the Trustee shall cease to be eligible under Section 10.09 or Section 3 lO(a) of the Trust Indenture Act and shall fail to resign 
after written request therefor by the Company or by any such Holder, or 

(iii) the Trustee shall become incapable of acting or shall be adjudged a bankrupt or insolvent or a receiver of the Trustee or of 
its property shall be appointed or any public officer shall take charge or control ofthe Trustee or of its property or affairs for the 
purpose of rehabilitation, conservation or liquidation, then, in any such case, (x) the Company by Board Resolutions may remove 
the Trustee with respect to all Securities or (y) subject to Section 9.14, any Holder who has been a bona fide Holder for at least six 
months may, on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the removal of 
the Trustee with respect to all Securities and the appointment of a successor Trustee or Trustees. 

(e) I f  the Trustee shall resign, be removed or become incapable of acting, or if  a vacancy shall occur in the office of Trustee for any 
cause (other than as contemplated by clause (y) in subsection (d) or this Section). the Company, by Board Resolutions, shall promptly 
appoint a successor Trustee and shall comply with the applicable requirements of Section 10.11. If, within one year after such 
resignation, removal or incapability, or the occurrence of such vacancy, a successor Trustee shall be appointed by Act of the Holders 
of a majority in principal amount of the Outstanding Securities delivered to the Company and the retiring Trustee, the successor 
Trustee so appointed shall, forthwith upon its acceptance of such appointment in accordance with the applicable requirements of 
Section 10.1 I ,  become the successor Trustee and to that extent supersede the successor Trustee appointed by the Company. If no 
successor Trustee shall have been so appointed by the Company or the Molders and accepted appointment in the manner required by 
Section I O .  11, any Holder who has been a bona fide Holder of a Security for at least six months may, on behalf of itself and all others 
similarly situated, petition any court of competent jurisdiction for the appointment of a successor Trustee. 

(f) So long as no event which is, or after notice or lapse of time, or both, would become, an Event of Default shall have occurred 
and be continuing, and except with respect to a Trustee appointed by Act ofthe Holders of a majority i n  principal amount of the 
Outstanding Securities pursuant to subsection (e) of this Section, if the Company shall have delivered to the Trustee ( i )  a Board 
Resolution appointing a successor Trustee, effective as o f a  date specified therein, and (ii) an instrument of acceptance of such 
appointment, effective as of such date, by such successor Trustee in  accordance with Section 10.1 I ,  the Trustee shall be deemed to 
have resigned as contemplated in subsection (b) ofthis Section, the successor Trustee shall be deemed to have been appointed by the 
Company pursuant to subsection (e) of this Section and such appointment shall be deemed to have been accepted as contemplated in 
Section 10.1 I ,  all as of such date, and all other provisions of this Section and Section 10.1 1 shall be applicable to such resignation, 
appointment and acceptance except to the extent inconsistent with this subsection (f). 

(g) The Company shall give notice of each resignation and each removal of the Trustee and each appointment of a successor 
Trustee to all Holders of Securities in the manner provided in Section 1.08. Each notice shall include the name of the successor 
Trustee and the address of its Corporate Trust Office. 
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SECTION 10.11. ACCEPTANCE OF APPOINTMENT BY SUCCESSOR. 

(a) In  case of the appointment hereunder of a successor Trustee, every such successor Trustee so appointed shall execute, 
acknowledge and deliver to the Company and to the retiring Trustee an instrument accepting such appointment, and thereupon the 
resignation or removal of the retiring Trustee shall become effective and such successor Trustee, without any further act, deed or 
conveyance, shall become vested with all the rights, powers, trusts and duties of the retiring Trustee; but, on the request of the 
Company or the successor Trustee, such retiring Trustee shall, upon payment of all sums owed to it, execute and deliver an instrument 
transferring to such successor Trustee all the rights, powers and trusts of the retiring Trustee and shall duly assign, transfer and deliver 
to such successor Trustee all property and money held by such retiring Trustee hereunder, subject nevertheless to its Lien provided for 
in Section 10.07. 

(b) IJpon request of any such successor Trustee, the Company shall execute any instruments for more fully and certainly vesting in 

(c) No successor Trustee shall accept its appointment unless at the time of such acceptance such successor Trustee shall be 

and confirming to such successor Trustee all such rights, powers and trusts referred to in subsection (a) of this Section. 

qualified and eligible under this Article. 

SECTION 10.12. MERGER, CONVERSION, CONSOLJDATION OR SUCCESSION TO BUSINESS. 

Any corporation into which the Trustee may be merged or converted or with which it may be consolidated, or any corporation 
resulting fiom any merger, conversion or consolidation to which the Trustee shall be a party, 01 any corporation succeeding to all or 
substantially all the corporate ti ust business of the Trustee, shall be the successor ofthe Trustee hereunder, provided such corporation 
shall be otherwise qualified and eligible under this Article, without the execution 01 filing of any paper or any further act on the part of 
any of the parties hereto. In case any Securities shall have been authenticated, but not delivered, by the Trustee then in office, any 
succcssor by merger, conversion or consolidation to such authenticating Trustee may adopt such authentication and deliver the 
Securities so authenticated with the same effect as if such successor Trustee had itself authenticated such Securities. 

SECTION 10.13. PREFERENTIAL COLLECTION OF CLAIMS AGAINST COMPANY. 

Ifthe Trustee shall be or become a creditor of the Company or any other obligor upon the Securities (other than by reason of a 
relationship described in Section 3 1 I(b) of the Trust Indenture Act), the Trustee shall be subject to any and all applicable provisions of 
the Trust Indenture Act regarding the collection of claims against the Company or such other obligor. For purposes of Section 3 11 (b) 
of the Trust Indenture Act (a) the term “cash transaction” shall have the meaning provided in Rule 11 b-4 under the Trust Indenture 
Act, and (b) the term “self-liquidating paper” shall have the meaning provided in Rule 1 I b-6 under the Trust Indenture Act. 
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SECTION 10.14. CO-TRUSTEE AND SEPARATE TRUSTEES. 

At any time or times, for the purpose of meeting the legal requirements of any applicable jurisdiction, the Company and the Trustee 
shall have power to appoint, and, upon the written request of the Trustee or ofthe Holders of at least 35% in principal amount of the 
Securities then Outstanding, the Company shall for such purpose join with the Trustee in the execution and delivery of all instruments 
and agreements necessary or proper to appoint, one or more Persons approved by the Ttustee either to act as co-trustee, jointly with 
the Trustee, or to act as separate trustee, in either case with such powers as may be provided in  the instrument of appointment, and to 
vest in such Person or Persons, in the capacity aforesaid, any property, title, right or power deemed necessary or desirable, subject to 
the other provisions of this Section. 

If the Company does not join i n  such appointment within 15 days after the receipt by it of a request so to do, or if an Event of 
Default shall have occurred and be continuing, the Trustee alone shall have power to make such appointment. 

Should any written instrument or instruments from the Company be required by any co-trustee or separate trustee to more fully 
confirm to such co-tiustee or separate trustee such property, title, right or power, any and all such instruments shall, on request, be 
executed, acknowledged and delivered by the Company. 

Every co-trustee or separate trustee shall, to the extent permitted by law, but to such extent only, be appointed subject to the 
following conditions: 

(a) the Securities shall be authenticated and delivered, and all rights, powers, duties and obligations hereunder in respect of the 
custody of securities. cash and other personal property held by, or required to be deposited or pledged with, the Trustee hereunder, 
shall be exercised solely, by the Trustee; 

(b) the rights, powers, duties and obligations hereby conferred or imposed upon the Trustee in respect of any property covered by 
such appointment shall be conferred or imposed upon and exercised or performed either by the Trustee or by the Trustee and such 
co-trustee or separate trustee jointly, as shall be provided in  the instrument appointing such co-trustee or separate trustee, except to the 
extent that under any law of any jurisdiction in which any particular act is to be performed, the Trustee shall be incompetent or 
unqualified to perform such act, in which event such rights, powets, duties and obligations shall be exercised and performed by such 
co-trustee or separate trustee. 

(c) the Trustee at any time, by an instrument in writing executed by it, with the concurrence of the Company, may accept the 
resignation of or remove any co-trustee or separate trustee appointed under this Section, and, if an Event of Default shall have 
occurred and be continuing. the Trustee shall have power to accept the resignation of, or remove, any such co-trustee or separate 
trustee without the concurrence ofthe Company. IJpon the written request of the Trustee, the Company shall join with the Trustee i n  
the execution and delivery of all instruments and agreements necessary or propcr to effectuate such resignation or removal. A 
successor to any co-trustee or separate trustee so resigned or removed may be appointed in  the manner provided in this Section; 
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(d) no co-trustee or separate trustee hereunder shall be personally liable by reason of any act or omission ofthe Trustee, or any 
other such trustee hereunder, and the Trustee shall not be personally liable by reason of any act or omission of any such co-trustee or 
separate trustee; and 

(e) any Act of Holders delivered to the Trustee shall be deemed to have been delivered to each such co-trustee and separate trustee. 

SECTION 10.15. APPOINTMENT OF AUTHENTICATING AGENT. 

The Trustee may appoint an Authenticating Agent or Agents with respect to the Securities of one or more series. 01 any Tranche 
thereof, which shall be authorized to act on behalf of the Trustee to authenticate Securities of such series or Tranche issued upon 
original issuance, exchange, registration of traiisfer or partial redemption thereof or pursuant to Section 3.06, and Securities so 
authenticated shall be entitled to the benefits of this Indenture and shall be valid and obligatory tor all purposes as if authenticated by 
the Trustee hereunder. Wherever reference is made in this Indenture to the authentication and delivery of Securities by the Trustee or 
the Trustee’s certificate of authentication, such refet ence shall be deemed to include authentication and delivery on behalf of the 
Trustee by an Authenticating Agent and a cettificate of authentication executed on behalf of the Trustee by an Authenticating Agent. 
Each Authenticating Agent shall be acceptable to the Company and shall at all times be a corporation otganized and doing business 
under the laws of the IJnited States ofAmerica, any State or territory thereof or the District of Columbia or the Commonwealth of 
Puerto Rico, authorized under such laws to act as Authenticating Agent, having a combined capital atid surplus of not less than 
$SO,OOO,OOO and subject to supervision or examination by Federal or State authority. If such Authenticating Agent publishes reports of 
condition at least annually, pursuant to law or to the requirements of said supervising or examining authority, then for the purposes of 
this Section, the combined capital and surplus of such Authenticating Agent shall be deemed to be its combined capital and surplus as 
set forth in  its most recent report of condition so published. If at any time an Authenticating Agent shall cease to be eligible in 
accordance with the provisions ofthis Section, such Autlienticating Agent shall resign immediately in the manner and with the effect 
specified in this Section. 

Any corporation into which an Authenticating Agent may be merged or converted or with which it may be consolidated, or any 
corporation resulting fiom any merger, conversion or consolidation to which such Authenticating Agent shall be a party, or any 
corporation succeeding to the corporate agency or corporate ttust business of an Authenticating Agent, shall continue to be an 
Authenticating Agent, provided such corporation shall be otherwise eligible under this Section, without the execution or filing of any 
paper or any further act on the part of the Trustee or the Authenticating Agent. 

at any time terminate the agency of an Authenticating Agent by giving written notice theteof to such Authenticating Agent and the 
Company. Upon receiving such a notice of resignation or upon such a termination, or in  case at any time such Authenticating Agent 
shall cease to be eligible in accordance with the provisions of this Section, the Trustee may appoint a successor Authenticating Agent 
which shall be 

An Authenticating Agent may resign at any time by giving W I  itten notice thereof to the Trustee and the Company. The Trustee may 
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acceptable to the Company. Any successor Authenticating Agent upon acceptance of its appointment hereunder shall become vested 
with all the rights, powers and duties of its predecessor hereunder, witli like effect as if originally named as an Authenticating Agent. 
No successor Authenticating Agent shall be appointed unless eligible under the provisions ofthis Section. 

The Company agrees to pay to each Authenticating Agent, from time to time, reasonable compensation for its services under this 
Section. 

The provisions of Sections 3.08, 10.04 and 10.05 shall be applicable to each Authenticating Agent. 

If an appointment with respect to the Securities of one or more series, or any Tranche thereof, shall be made pursuant to this 
Section, the Securities of such series or Tranche may have endorsed thereon, in addition to the Trustee’s certificate of authentication, 
an alternate certificate of authentication substantially in the following form: 

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture. 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., As Tiustee 

By mame  of Authenticating Agent], 
As Authenticating Agent 

BY - 
Authorized Officer 

If all of the Securities of a series may not be originally issued at one time, and if the Trustee does not have an office capable of 
authenticating Securities upon original issuance located in a Place of Payment where the Compaiiy wishes to have Securities of such 
series authenticated upon original issuance, the Trustee, if so requested by the Company i n  writing (which writing need not comply 
with Section 1.04 and need not be accompanied by an Opinion of Counsel). shall appoint, in accordance with this Section and in 
accordance with such procedures as shall be acceptable to the Trustee, an Authenticating Agent having an office in a Place of Payment 
designated by the Company with respect to such series of Securities. 

E N D  OF ARTICLE TEN] 
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ARTICLE ELEVEN. 

HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY 

SECTION 1 I .01. L,ISTS OF HOLDERS. 

Semiannually, not later than April 1 and October 1 i n  each year, commencing October I ,  2009 and at such other times as the 
Trustee may request in  writing, the Company shall furnish or cause to be furnished to the Trustee information as to the names and 
addresses of the Holders. and the Trustee shall preserve such information and similar information received by it in any other capacity 
and afford to the Holders access to information so preserved by it, all to such extent, if any, and in  such manner as shall be required by 
the Trust Indenture Act; provided, however, that no such list need be furnished so long as the Trustee shall be the Security Registrar. 

SECTION 11.02. REPORTS BY TRUSTEE A N D  COMPANY. 

The Trustee shall transmit to the Holders, the Commission and each securities exchange upon which any Securities are listed, on or 
before July I ,  2009, and on or before the first day of July in  each year thereafter, a report as of the last preceding fifteenth day of May, 
with respect to any events and other matteis described in Section 3 13(a) of the Trust Indenture Act, which may have occurred within 
the previous 12 months (but i f"  no event has occurred within such period no report need be transmitted), in such manner and to the 
extent required by the Trust Indenture Act. The Trustee shall transmit to the Holders, the Commission and each securities exchange 
upon which any Securities are listed, and the Company shall file with the Trustee (within 30 days aftet filing with the Commission in 
the case of reports which pursuant to Section 3 14(a) of the Trust Indenture Act must be filed with the Commission and furnished to 
the Trustee) and transmit to the Holders, such information, reports and other documents, if any, at such times and in such manner, as 
shall be required by Section 3 14(a) of the Trust Indenture Act. The Company shall notify the Trustee of the listing of any Securities on 
any securities exciiange and of any delisting tlicreof. 

Delivery of such reports, information and documents to the Trustee is for informational purposes only, and the Trustee's receipt of 
such shall not constitute notice or constructive notice of any information contained therein or determinable from infot matioti 
contained therein, including the Company's compliance with any of its covenants hereunder (as to which the Trustee is entitled to rely 
exclusively on Officer's Certificates). 

pursuant to Section 3 14(a) of the Trust Indenture Act must be filed with the Cornmission and furnished to the Trustee) and transmit to 
the Holders, such infornmatioii, repoits and other documents, if any, at such times and in such manner, as shall be required by Section 
3 14(a) of the Trust Indenture Act. 

The Company shall file with the Trustee (within thirty (30) days after filing with the Commission in the case of reports that 

[END OF ARTICLE EL,EVEN] 
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ARTICLE TWELVE. 

CONSOLIDATION, MERGER, CONVEYANCE, OR OTHER TRANSFER 

SECTION 12.01. COMPANY MAY CONSOLIDATE, ETC., ONL,Y ON CERTAIN TERMS. 

The Company shall not consolidate with or merge into any other cotpotation, or convey or otherwise transfer, or lease, as or 
substantially as an entirety the Mortgaged Property to any Person, unless: 

(a) the corporation formed by such consolidation or into which the Company is merged or the Person which acquires by 
conveyance or other transfer, or which leases, as or substantially as an entirety such Mortgaged Property shall be a corporation 
organized and existing under the laws of the United States, any State or Territory thereof or the District of Columbia (such corporation 
being hereinafter sometimes called the “Successor Company”) and shall execute and deliver to the Trustee an indentut e 
supplemental hereto, in form recordable and reasonably satisfactory to the Trustee, which: 

(i) in the case o f a  consolidation, merger, conveyance or other ttansfer, or in the casc of a lease if the term thereof extends 
beyond the last Stated Maturity of the Securities then Outstanding, contains an express assumption by the Successor Company ot 
the due and punctual payment of the principal of and premium, if any, and interest, if any, on all the Securities then Outstanding 
and the performance and observance of every covenant and condition of this Indenture to be performed or observed by the 
Company, and 

the Successor Company, of the same tenor of the Granting Clauses herein, 
(ii) in the case of a consolidation, merger, conveyance or other transfer contains a grant, conveyance, transfer and mortgage by 

(A) confirming the Lien of this Indenture on the Mortgaged Property (as constituted immediately prior to the time such 
transaction became effective) and subjecting to the Lien of this Indenture all property. I eal, personal and mixed, the1 eafter 
acquired by the Successor Company which shall constitute an improvement, extension or addition to the Mortgaged Property (as 
so constituted) or a renewal, replacement or substitution of or for any part thereof, and, 

(B) at the election of the Successor Company, subjecting to the Lien of this Indenture such property, real, personal or mixed, 
in addition to the property described in subclause (A) above, then owned or thereafter acquired by the Successor Company as the 
Successor Company shall, in its sole discretion, specifjl or describe therein, 

and the Lien confirmed or created by such grant, conveyance, transfer and mortgage shall have force, effect and standing similar to 
those which the Lien of this Indenture would have had if the Company had not been a party to such consolidation, merger, conveyance 
or other transfer and 
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had itself, after the time such transaction became effective, purchased, constructed or othenvise acquired the property subject to such 
grant, conveyance, transfer and mortgage; 

(b) in the case of a lease. such lease shall be made expressly subject to termination at any time during the continuance of an Event 
of Default, by (i) the Company or the Trustee and (ii) &he purchaser of the property so leased at any sale thereof hereunder, whether 
such sale be made under the power of sale hereby conferred or pursuant to judicial proceedings; 

(c) the Company shall have delivered to the Trustee an Officer’s Certificate and an Opinion of Counsel each of which shall state 
that such consolidation, merger, conveyance or other transfer or  lease, and such supplemental indenture, comply with this Article and 
that all conditions precedent herein provided for relating to such transaction have been complied with; and 

(d) immediately after giving effect to such transaction (and treating any debt that becomes an obligation of the Successor Company 
as a result of such transaction as having been incurred by the Successor Company at the time of such transaction), no Default or Event 
of Default shall have occurred and be continuing. 

As used in  this Article and in Section 17.09(d), the terms “iniprovement”, “extension” and “addition” shall be limited to (a) with 
respect to real property subject to the Lien of this Indenture, any item of personal property which has been so affixed or attached to 
such real property as to be regarded a part of such real property under applicable law and (b) with respect to personal property subject 
to the Lien of this Indenture, any improvement, extension or addition to such personal property which (i) is made to maintain, renew, 
repair or improve the function of such personal property and (ii) is physically installed in  or affixed to such personal property. 

SECTION 12.02. SUCCESSOR COMPANY SUBSTITUTED. 

Upori any consolidation or merger or any conveyance or other transfer of, as or substantially as an entit ety the Mortgaged Property 
i n  accordance with Section 12 01, the Successor Company shall succeed to, and be substituted for, and may exercise every power and 
right of, the Company under this Indenture with the same effect as if such Successor Company had been named as the “Company” 
herein. Without limiting the generality ofthe foregoing: 

(a) all property of the Successor Company then subject to the Lien of this Indenture, of the character described in Section I .03, 
shall constitute Property Additions; 

(b) the Successor Company may execute and deliver to the Tiustee, and thereupon the Trustee shall, subject to the provisions of 
Article Sixteen, authenticate and deliver, Securities upon any basis provided in At tick Sixteen; and 

(c) the Successor Company may, subject to the applicable provisions of this Indenture, cause Property Additions to be applied to 
any other Authorized Purpose. 

All Securities executed by the Successor Company, and authenticated and delivered by the Trustee, shall in all respects be entitled 
to the benefit of the Lien of this Indenture equally and 
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ratably with all Securities executed, authenticated and delivered prior to the time such consolidation, merger, conveyance or other 
transfer became effective. 

SECTION 12.03. EXTENT OF LIEN HEREOF ON PROPERTY OF SUCCESSOR COMPANY. 

supplenlental hereto contemplated in Section 12.01 or in  Article Thirteen expressly provides otherwise, neither this Indenture nor such 
supplemental indenture shall become or be, or be required to become or be, a Lien upon any of the properties: 

(a) owned by the Successor Company or any other party to such transaction (other than the Company) immediately prior to the 
time of effectiveness of such transaction; or 

(b) acquired by the Successor Company at or after the time of effectiveness of such transaction; 

LJnless, i n  the case of a consolidation, merger, conveyance or other transfer contemplated by Section 12.01, the indenture 

except, in either case, properties (other than Excepted Property) acquired from the Company in or as a result of such transaction and 
improvements, extensions and additions to such properties and renewals, replacements and substitutions of or for any part or parts 
thereof. 

SECTION 12.04. RELEASE OF COMPANY UPON CONVEYANCE OR OTHER TRANSFER. 

In the case of a conveyance or other transfer to any Person or Persons as contemplated in Section 12.01, upon the satisfaction of all 
the conditions specified in Section 12.01 the Company (such term being used in this Section without giving effect to such transaction) 
shall be released and discharged from all obligations and covenants under this Indenture and on and under all Securities then 
Outstanding (unless the Company shall have delivered to the Trustee an instrument in which it shall waive such release and discharge) 
and, upon request by the Company, the Trustee shall acknowledge in writing that the Company has been so released and discharged. 

SECTION 12.05. MERGER INTO COMPANY; EXTENT OF LJEN HEREOF. 

the Company would be the surviving or resulting corporation or any conveyance or other transfer, or lease, of any part of the 
Mortgaged Property which does not constitute the entirety or substantially the entirety of the Mortgaged Property. 

(b) IJnless, in the case of a consolidation or merger described in subsection (a) ofthis Section, an indenture supplemental hereto 
shall otherwise provide, this Indenture shall not become or be, or be required to become or be, a Lien upon any of the properties 
acquired by the Company in or as a result of such transaction or any improvements, extensions or additions to such properties or any 
renewals, replacements or substitutions of or for any part or pails thereof. 

(a) Nothing in this Indenture shall be deemed to prevent or restrict any consolidation or merger after the consummation of which 
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SECTION 12.06. TRANSFER OF LESS THAN SUBSTANTIALLY ALL. 

A conveyance, transier or lease by the Company of any part of the Mortgaged Property shall not be deemed to constitute the 
conveyance, transfer or lease as, or substantially as, an entirety of the Mortgaged Property for purposes of this Indenture if the Fair 
Value of the Mortgaged Property retained by the Company exceeds one hundred fifty percent (1 50%) of the aggregate principal 
amount of all Outstanding Securities and any other outstanding debt of the Company secured by a Purchase Money Lien that ranks 
equally with, or senior to, the Securities with respect to such Mortgaged Property. Such Fair Value shall be established by the delivery 
to the Trustee of an Independent Expert’s Certificate stating the Independent Expert’s opinion of such Fair Value as of a date not more 
than 90 days before or after such conveyance, transfer or lease. This Article is not intended to limit the Company’s conveyances, 
transfers or leases of less than substantially the entirety of the Mortgaged Property. 

[END OF ARTICLE TWELXE] 
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ARTICLE THIRTEEN. 

SUPPLEMENTAL INDENTURES 

SECTION 13.01. SIJPPLEMENTAL, INDENTURES WITHOUT CONSENT OF HOL,DERS. 

indentures supplemental hereto, in form satisfactory to tlie Trustee, for any of the following purposes: 

Company hereiri and in the Securities all as provided in Article Twelve; or 

any right or power herein conferred upon the Company (and if such is the case, stating that such covenants are to be in effect for only 
so long as a particular series of Securities, or one or more Tranches thereof, shall be Outstanding); or 

(c) to add any additional Events of Default (and if such is the case, stating that such additional Events of Default are to be in effect 
for only so long as a particular series of Securities, or one or more Tranches thereof, shall be Outstanding); or 

(d) to change or eliminate any provision of this Indenture or to add any new provision to this Indenture; provided, however, that if 
such change, elimination or addition shall adversely affect the interests of the Holders of Securities of any series or Tranche 
Outstanding on the date of such supplemental indenture i n  any material respect, such change, elimination or addition shall become 
effective with respect to such series or Tranche only pursuant to the provisions of Section 13.02 hereofor when no Security of such 
series or Tranche remains Outstanding; or 

Without the consent of any Holders, the Company and the Trustee, at any time and from time to time, may enter into one or more 

(a) to evidence the succession of another Person to the Company and the assumption by any such successor of the covenants of the 

(b) to add one or more covenants of the Company or other provisions for the benefit of the Holders of the Securities or to surrender 

(e) to provide additional collateral security for tlie Securities; or 

(9 to establish the form or terms of Securities of any series or Tranche as contemplated by Sections 2.01 and 3.01; or 

(g) to provide for the authentication and delivery of bearer securities and coupons appertaining thereto representing interest, if any, 
thereon and for the procedures for the registration, exchange and replacement thereof and for tlie giving of notice to, and the 
solicitation of tlie vote or consent of, the holders thereof, and for any and all other matters incidental thereto; or 

(h) to evidence and provide for the acceptance of appointment hereunder by a separate or successor Trustee with respect to the 
Securities and to add to or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the 
administration of the trusts hereunder by (1) more than one Trustee, pursuant to the requirements of Section 10.14, or (2) a successor 
Trustee, pursuant to the requirements of Section I O .  1 1 (b); or 
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(i) to provide for the procedures required to permit the Company to utilize, at its option, a non-certificated system of registration for 

(j) to change any place or places where (1 )  the principal of and premium, if any, and interest, if any, on all or any series of 

all, or any series or Tranche of, the Securities; or 

Securities, or any Tranche thereof, shall be payable, (2) all or any series of Securities, or any Tranche thereof, may be surrendered for 
registration oftratisfer, (3) all or any series of Securities, or any Tranche thereof, may be surrendered for exchange and (4) notices and 
demands to or upon the Company i n  respect of all or any series of Securities, or any Tranche thereof, and this Indenture may be 
served; 

(k) to amend and restate this Indenture, as originally executed and delivered and as it may have been subsequently amended, in its 
entirety, but with such additions, deletions and other changes as shall not adversely affect the interests of the Holders of Securities of 
any series or Tranche in any material respect; or 

( I )  to cure any ambiguity, to correct or supplement any provision herein which may be defective or inconsistent with any other 
provision herein, or to make any other changes to the provisions hereof or to add other provisions with respect to matters or questions 
arising under this Indenture, provided that such other changes or additions shall not materially adversely affect the interests of the 
Molders of Securities of any series or Tranche in any material respect. 

Without limiting the generality of the foregoing, if the Trust Indenture Act as in effect at the Execution Date or at any time 
thereafter shall be amended and 

(x) if any such amendment shall require one or more changes to any provisions hereof or the inclusion herein of any additional 
provisions, or shall by operation of law be deemed to effect such changes or incorporate such provisions by reference or otheiwise, 
this Indenture shall be deemed to have been amended so as to conform to such amendment to the Trust Indenture Act, and the 
Company and the Trustee may, without the consent of any Holders, enter into an indenture supplemental hereto to evidence such 
amendment hereof; or 

(y) if any such amendment shall petmit one or more changes to, or the elimination of, any provisions hereofwhich, at the 
Execution Date or at any time thereafter, are required by the Trust Jndenture Act to be contained heiein or are contained lierein to 
reflect any provision of the Trust Indenture Act as in effect at such date, this Indenture may be amended to effect such changes or 
elimination, and the Company and the Trustee may, without the consent of any Holders, enter into an indenture supplemental hereto to 
effect such changes or elimination or evidence such amendment. 

SECTION 13.02. SUPPLEMENTAL INDENTURES WITH CONSENT OF HOLDERS. 

of the Securities of all series then Outstanding under this Indenture, considered as one class, by Act of said Holders delivered to the 
Company and the Trustee, the Company, when authorized by a Board Resolution, and the Trustee may enter into an indenture or 
indentures supplemental hereto for the purpose of adding any provisions to, or changing in any manner or eliminating any of the 

Subject to the provisions of Section 13.01. with the consent of the holders of not less than a majority in aggregate principal amount 

provisions of, this Indenture; provided, 
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however, that if there shall be Securities of more than one series Outstanding hereunder and if a proposed supplemental indenture shall 
directly affect the rights of the Holders of Securities of one or more, but less than all, of such series, then the consent only of the 
Holders of a majority in aggregate principal amount of the Outstanding Securities of all series so directly affected, considered as one 
class, shall be required; and provided, further, that if the Securities of any series shall have been issued in more than one Tranche and 
ifthe proposed supplemental indenture shall directly affect the rights of the Holders of Securities of one or more, but less than all, of 
such Tranches, then the consent only of the Holders of a majority in aggregate principal amount of the Outstanding Securities of all 
Tranches so directly affected, considered as one class. shall be required; and provided, further, that no such supplemental indenture 
shall, without the consent of the Holder of each Outstanding Security of each series or Tranche so directly affected, 

(a) change the Stated Maturity of the principal of, or any installment of principal of or interest on, any Security (other than pursuant 
to the terms thereof), or reduce the principal amount thereof or the rate of interest thereon (or the amount of any installment of interest 
thereon) or change the method of calculating such rate or reduce any premium payable upon the redemption thereof, or reduce the 
amount of the principal of a Discount Security that would be due and payable upon a declaration of acceleration of the Maturity 
thereof pursuant to Section 9.02, or change the coin or currency (or other property), in  which any Security or any premium or the 
interest thereon is payable, or impair the right to institute suit for the enforcement of any such payment on or after the Stated Maturity 
thereof (or, in the case of redemption, on or after the Redemption Date), or 

(b) permit the creation of any Lien ranking prior to the Lien of this Indenture with respect to the Mortgaged Property or terminate 
the Lien of this Indenture on the Mortgaged Property or deprive such Holder of the benefit ofthe security of the Lien ofthis Indenture, 
01' 

(c) reduce the percentage i n  principal amount of the Outstanding Securities of any series or any Tranche thereof, the consent of the 
Holders ofwhich is required for any such supplemental indenture, or the consent ofthe Holders ofwhich is required for any waiver of 
compliance with any provision of this Indenture or of any default heteunder and its consequences, or reduce the requirements of 
Section 14.04 for quorum or voting, or 

(d) modify any of the provisions of this Section, Section 7.06 or Section 9.13 with respect to the Securities of any series, or any 
Tranche thereof, except to increase the percentages in principal amount referred to in this Section or such other Sections or to provide 
that other provisions of this Indenture cannot be modified ar waived without the consent of the Holder of each Outstanding Security 
affected thereby. 

A supplemental indenture entered into pursuant to this Section which (x) changes or eliminates any covenant or other provision of 
this Indenture which is to remain in effect only so long as there shall be Outstanding, Securities of one or more particular series, or one 
or more Tranches thereof, or (y) modifies the rights of the Holders of Securities of such series or Tranches with respect to such 
covenant or other provision, shall be deemed not to affect the rights under this Indenture of the Holders of Securities of any other 
series or Tranche. 
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It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed supplemental 

Anything in this Indenture to the contraty notwithstanding, if the Officer’s Certificate, supplemental indenture or Board Resolution, 

indenture, but it sliall be sufficient if such Act shall approve the substance thereof. 

as the case may be, establishing the Securities of any series or Tranche shall provide that the Company may make certain specified 
additions, changes or eliminations to or from the Indenture which shall be specified in such Officer’s Certificate, supplemental 
indenture or Board Resolution establishing such series or Tranche, (a) the Holders of Securities of such series or Tranche shall be 
deemed to have consented to a supplemental indenture containing such additions, changes or eliminations to or from the Indenture 
which shall be specified in such Officer’s Certificate, supplemental indenture or Board Resolution establishing such series or Tranche, 
(b) no Act ofsuch Holders shall be required to evidence such consent and (c) such consent may be counted in the determination of 
whether or not the Holders of the requisite principal amount of Securities shall have consented to such supplemental indenture. 

SECTION 13.03. EXECUTION OF SUPPL’EMENTAL INDENTURES. 

In executing, or accepting the additional trusts created by, any supplemental indenture permitted by this Article or the 
modifications thereby of the trusts created by this Indenture, the Trustee shall be entitled to receive, and (subject to Section 10.01) 
shall be fully protected in relying upon, an Opinion of Counsel and an Officer’s Certificate stating that the execution of such 
supplemental indenture is authorized or permitted by this Indenture and containing the statements required by Section 1.04. The 
Trustee may, but shall not be obligated to, enter into any such supplemental indenture which adversely affects the Trustee’s own 
rights, duties, immunities or liabilities under this Indenture or othetwise. 

SECTION 13.04. EFFECT OF SUPPLEMENTAL INDENTURES. 

Upon the execution of any supplemental indenture under this Article, this Indenture shall be modified i n  accordance therewith, and 
such supplemental indenture shall form a part oftliis Indenture for all purposes; and evety Holder of Securities theretofore or 
thereafter authenticated and delivered hereunder shall be bound thereby. Any supplemental indenture permitted by this Article may 
restate this Indenture in its entit ety, and, upon the execution and delivery thereof, any such restatement shall supersede this Indenture 
as theretofore i n  effect fot all purposes. 

SECTION 13.05. CONFORMITY WITH TRUST INDENTURE ACT. 

i n  effect. 
Every supplemental indenture executed pursuant to this Article shall conform to the requirements of the Trust Indenture Act as then 

SECTION 13.06. REFERENCE IN SECURITIES TO SUPPLJEMENTAL INDENTURES. 

Securities of any series, or any Tranche thereof, authenticated and delivered after the execution of any supplemental indenture 
pursuant to this Article may, arid shall if required by the Trustee, bear a notation in form approved by the Company as to any matter 
provided for in such supplemental indenture. If the Company shall so determine, new Securities of any series, or any 
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Tranche thereof, so modified as to conform, in the opinion of the Trustee and the Company, to any such supplemental indenture may 
be prepared and executed by the Company, and authenticated and delivered by the Trustee in  exchange for Outstanding Securities of 
such series or Tranche. 

SECTION 13.07. MODIFICATION WITHOUT SUPPL,EMENTAL INDENTURE. 

To the extent, if any, that the terms of any particular series of Securities shall have been established in or pursuant to a Board 
Resolution or an Officer’s Certificate pursuant to a supplemental indenture or Board Resolution as contemplated by Section 3.01, and 
not in an indenture supplemental hereto, additions to, changes in or the elimination of any of such terms may be effected by means of 
a supplemental Board Resolution or Officer’s Certificate pursuant to a Board Resolution or a supplemental indenture and complying 
with the requirements of Section 1.04, as the case may be, delivered to, and accepted by, the Trustee in  writing; provided, however, 
that such supplemental Board Resolution or Officer’s Certificate shall not be accepted by the Trustee or otheiwise be effective unless 
all conditions set forth in this Indenture which would be required to be satisfied if such additions, changes or elimination were 
contained in a supplemental indenture shall have been appropriately satisfied. Upon the written acceptance thereof by the Trustee, any 
such supplemental Board Resolution or Officer’s Certificate shall be deemed to be effective and constitute part ofthe Indenture and a 
supplemental indenture hereunder, including for purposes of Section 17.14. Such acceptance shall be conveyed by a written 
iiistiument signed by a Responsible Officer of the Trustee. 

F N D  OF ARTICLE THIRTEEN] 
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ARTICLE FOIJRTEEN. 

MEETINGS OF HOLDERS; ACTION WITHOUT MEETING 

SECTION 14.01. PURPOSES FOR WHICH MEETINGS MAY BE CAL,L,ED. 

A meeting of Holders of Securities of one or more, or all, series, or any Tranche or Tranches thereof, may be called at any time and 
from time to time pursuant to this Article to make, give or take any request, demand, authorization, direction, notice, consent, waiver 
or other action provided by this Indenture to be made, given or taken by Holders of Securities of such series or Tranches. 

SECTION 14.02. CALL, NOTICE AND PLACE OF MEETINGS. 

(a) The Trustee may at any time call a meeting of Holders of Securities of one or more, or all, series, or any Tranche or Tranches 
thereof, for any purpose specified in Section 14.01, to be held at such time and at such place in the Borough of Manhattan. The City of 
New York, as the Trustee shall determine, or, with the approval of the Company, at any other place. Notice of every such meeting, 
setting forth the time and the place of such meeting and in general terms the action proposed to be taken at such meeting, shall be 
given, in the manner provided in Section I .08, not less than 2 1 nor more than 180 days prior to the date i'ixed for the meeting. 

Tranche or Tranches thereof, by the Company or by the Holders of35% in  aggregate principal amount of all of such series and 
Tranches, considered as one class, for any purpose specified in Section 14.01, by written request setting forth in reasonable detail the 
action proposed to be taken at the meeting, and the Trustee shall not have given the notice of such meeting within 21 days after receipt 
of such request or shall not thereafter proceed to cause the meeting to be held as provided herein, then the Company or the Holders of 
Securities of such series and Tranches in the amount above specified, as the case may be, may determine the time and the place in the 
Borough of Manhattan, The City of New York, or in such other place as shall be determined or approved by the Company, for such 
meeting and may call such meeting for such purposes by giving notice thereof as provided in subsection (a) ofthis Section. 

(c) Any meeting of Holders of Securities of one or more, or all, series, or any Tranche or Tranches thereof, shall be valid without 
notice if the Holders ofall Outstanding Securities ofsuch series or Ttanches are present in  person or by proxy and if representatives of 
the Company and the Trustee are present, or if notice is waived in writing before or after the meeting by the Holders of all 
Outstanding Securities of such series, or any Tranche or Tranches thereof or by such of them as are not present at the meeting in 
person or by proxy, and by the Company and the Trustee. 

(b) If the Trustee shall have been requested to call a meeting of the Holders of Securities of one or more, or all, series, or any 

SECTION 14.03. PERSONS ENTITLED TO VOTE AT MEETINGS. 

To be entitled to vote at any meeting of Holders of Securities of one or more, or all, series, or any Tranche or Tranches thereof, a 
Person shall be (a) a Holder of one or more Outstanding Securities of such series or Tranches, or (b) a Person appointed by an 
instrument in 
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writing as proxy for a IHolder or Holders of one or more Outstanding Securities of such series or Tranches by such Holder or IHolders. 
The only Persons who shall be entitled to attend any meeting of Holders of Securities of any series or Tranche shall be the Persons 
entitled to vote at such meeting and their counsel, any representatives oftlie Trustee and its counsel and any representatives ofthe 
Company and its counsel. 

SECTION 14.04. QUORUM; ACTION. 

respect to which a meeting shall have been called as hereinbefore provided, considered as one class, shall constitute a quorum for a 
meeting of Holders of Securities of such series and Tranches; provided, however, that if any action is to be taken at such meeting 
which this Indenture expressly provides may be taken by the Holders of a specified percentage, which is less than a majority, in 
principal amount of the Outstanding Securities of such series and Tranches, considered as one class, the Persons entitled to vote such 
specified percentage in principal amount of the Outstanding Securities of such series and Tranches, considered as one class, shall 
constitute a quorum. In  the absence o f a  quorum within one hour ofthe time appointed for any such meeting, the meeting shall, if 
convened at the request of Nolders of Securities of such series and Tranches, be dissolved. I n  any other case the meeting may be 
adjourned for such period as may be determined by the chairman of the meeting prior to the adjournment of such meeting. In the 
absence of a quoium at any such adjourned meeting, such adjourned meeting may be further adjourned for such period as may be 
determined by the chairman of the meeting prior to the adjournment of such adjourned meeting. Except as provided by Section 
14.0S(e), notice ofthe reconvening of any meeting adjourned for more than 30 days shall be given as provided in Section 14.02(a) not 
less than ten days prior to the date on which the meeting is scheduled to be reconvened. Notice of the reconvening of an adjourned 
meeting shall state expressly the percentage, as provided above, ofthe principal amount of the Outstanding Securities of such series 
and Tranches which shall constitute a quorum. 

Except as limited by Section 1.3.02, any resolution presented to a meeting or adjourned meeting duly reconvened at which a 
quorum is present as aforesaid may be adopted only by the affirmative vote of the Holders of a majority in aggregate principal amount 
of the Outstanding Securities of the series and Tranches with respect to which such meeting shall have been called, considered as one 
class; provided, however, that, except as so limited, any resolution with respect to any action which this Indenture expressly provides 
may be taken by the Holders of a specified percentage, which is less than a majority, in principal amount of the Outstanding Securities 
of such series and Tranches, considered as one class, may be adopted at a meeting or an adjourned meeting duly reconvened and at 
which a quorum is present as aforesaid by the affirmative vote of the IHolders of such specified percentage in principal amount of the 
Outstanding Securities of such series and Tranches, considered as one class. 

Any resolution passed or decision taken at any meeting of Holders of Securities duly held in accordance with this Section shall be 
binding on all the Holders of Securities of the series and Tranches with respect to which such meeting shall have been held, whether or 
not present or represented at the meeting. 
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SECTION 14.05. ATTENDANCE AT MEETINGS; DETERMINATION OF VOTING RIGHTS; CONDUCT AND 
ADJOURNMENT OF MEETINGS. 

(a) Attendance at meetings of Holders of Securities may be in person or by proxy; and, to the extent permitted by law, any such 
proxy shall remain in effect and be binding upon any future Holder of the Securities with respect to which it was given unless and 
until specifically revoked by the Holder or future Holder of such Securities before being voted. 

(b) Notwithstanding any other provisions of this Indenture, the Trustee may make such reasonable regulations as it may deem 
advisable for any meeting of Holders of Securities in regard to proof of the holding of such Securities and of the appointment of 
proxies and in regard to the appointment and duties of inspectors of votes, the submission and examination of proxies, certificates and 
other evidence of the right to vote, and such other matters concerning the conduct ofthe meeting as it shall deem appropriate. Except 
as otherwise permitted or required by any such regulations, the holding of Securities shall be proved in the manner specified in 
Section I .06 and the appointment of any proxy shall be proved in the manner specified in Section I .06. Such regulations may provide 
that written instruments appointing proxies, regular on theit face, may be presumed valid and genuine without the proof specified in 
Section I .06 or other proof. 

called by the Company or by Nolders as provided in Section 14.02(b), i n  which case the Company or the Holders of Securities of the 
series and Tranches calling the meeting, as the case may be, shall in like manner appoint a temporary chairman. A permanent 
chairman and a permanent secretary of the meeting shall be elected by vote of the Persons entitled to vote a majority in aggregate 
principal amount of the Outstanding Securities of all series and Tranches represented in person or by proxy at the meeting, considered 
as one class. 

represented by him; provided, however, that no vote shall be cast or counted at any meeting in respect of any Security challenged as 
not Outstanding and ruled by the chairman ofthe meeting to be not Outstanding. The chairman of the meeting shall have no right to 
vote, except as a Holder of a Security or proxy. 

Persons entitled to vote a majority in aggregate principal amount of the Outstanding Securities of all series and Tranches represented 
at the meeting, considered as one class; and the meeting may be held as so adjourned without further notice. 

(c) The Trustee shall, by an instrument in writing, appoint a temporary chairman of the meeting, unless the meeting shall have been 

(d) At any meeting each Holder or proxy shall be entitled to one vote for each $1,000 principal amount of Securities held or 

(e) Any meeting duly called pursuant to Section 14.02 at which a quorum is present may be adjourned fkom time to time by 

SECTION 14.06. COUNTING VOTES AND RECORDING ACTION OF MEETINGS. 

The vote upon any resolution submitted to any meeting of Holders shall be by written ballots on which shall be subscribed the 
signatures of the IHolders or of their representatives by proxy and the principal amounts and serial numbers of the Outstanding 
Securities, of the series and Tranches with respect to which lhe meeting shall have been called, held or represented by them. The 
permanent chairman ofthe meeting shall appoint two inspectors of votes who shall count all votes cast at the meeting for or against 
any resolution and who shall make and file with 
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the secretary of the meeting their verified written reports of all votes cast at the meeting. A record, in duplicate, of the proceedings of 
each meeting of Holders shall be prepared by the secretary of the meeting and there shall be attached to said record tlie original reports 
of the inspectors of votes on any vote by ballot taken thereat and affidavits by one or more persons having knowledge of the facts 
setting forth a copy of the notice of the meeting and showing that said notice was given as provided in Section 14.02 and, if 
applicable, Section 14.04. Each copy shall be signed and verified by the affidavits of the permanent chairman and secretary of the 
meeting and one such copy shall be delivered to the Company, and another to the Trustee to be preserved by tlie Trustee, the latter to 
have attached thereto the ballots voted at the meeting. Any record so signed and verified shall be conclusive evidence of the matters 
therein stated. 

SECTION 14.07. ACTION WITHOIJT MEETING. 

In lieu of a vote of Holders at a meeting as hereinbefore contemplated in this Article, any request, demand, authorization, direction, 
notice, consent, waiver or other action may be made, given or taken by Holders by one or more written instruments as provided in 
Seclion 1.06. 

[END OF ARTICLE FOIJRTEEN] 
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ARTICL,E FIFTEEN. 

IMMUNITY OF INCORPORATORS, SHAREHOLDERS, OFFICERS AND DIRECTORS 

SECTION 15.01. LIABILITY SOLEL,Y CORPORATE. 

thereof, or for any claim based thereon or otherwise in respect thereof, or of the indebtedness represented thereby, or upon any 
obligation, covenant or agreement under this Indenture, against any incorporator, shareholder, member, limited partner, officer, 
manager or director, as such, past, present or future of the Company or of any predecessor or successor ofthe Company (either 
directly or through the Company or a predecessor or successor of the Company), whether by virtue of any constitutional provision, 
statute or rule of law, or by the enforcement of any assessment or penalty or othetwise; it being expressly agreed and understood that 
this Indenture and all the Securities are solely corporate obligations, and that no personal liability whatsoever shall attach to, or be 
incurred by, any incorporator, shareholder, member, limited partner, officer, manager or director, past, present or future, of the 
Company or of any predecessor or successor of the Company, either directly or indirectly through the Company or any predecessor or 
successor of the Company, because of the indebtedness hereby authorized or under or by reason of any of the obligations, covenants 
or agreements contained in this Indenture or in any of the Securities or to be implied herefrom or therefrom, and that any such 
personal liability is hereby expressly waived and released as a condition of, and as part of the consideration for, the execution of this 
Indenture and the issuance of the Securities. 

No recourse shall be had for the payment ofthe principal of or premium, if any, or interest, ifany, on any Securities or any part 

[END OF ARTICLE FIFTEEN] - 105- 
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ARTICL,E SIXTEEN. 

ISSUANCE OF SECURlTlES 

SECTION 16.01. GENERAL. 

Company Order referred to below, only pursuant to Section 16.02, 16.03 or 16.04. 

SECTION 16.02. ISSUANCE OF SECURITIES ON THE BASIS OF PROPERTY ADDITIONS. 

(a) Securities of any one or more series may be authenticated and delivered on the basis of Property Additions which do riot 
constitute Funded Property in an aggregate principal amount not exceeding sixty-six and two-thirds percent (66-2/3%) of the balance 
of the Cost or the Fair Value to the Company of such Property Additions (whichever shall be less) after making any deductions and 
any additions pursuant to Section 1.03(b). 

(b) Securities of any series shall be authenticated by the Trustee on the basis of Property Additions and delivered in accordance 
with one or more Company Orders, ail without compliance with any of the conditions, provisions and limitations set forth in 
Sections 16.03 and 16.04, upon receipt by the Trustee of: 

The Trustee shall authenticate and deliver Securities, for original issue, at one time or fiom time to time in  accordance with the 

(i) the documents with respect to the Securities of such series specified in Section 3.03; 

(ii) an Expert’s Cettiticate dated as o f a  date not more than ninety (90) days prior to the date oftlie related Company Order, 

( 1 )  describing the property designated by the Company, in its discretion, to be made the basis of the authentication and 
delivery of such Securities (such description of property to be made by reference, at the election of the Company, either to 
specified items, units and/or elements of property or portions thereof, on a percentage or Dollar basis, or to properties reflected in 
specified accounts or subaccounts in the Company’s books of account or portions thereof, on a Dollar basis), and stating the Cost 
of such property; 

( 2 )  stating that all such property constitutes Property Additions; 

(3) stating that such Property Additions are desirable for use in the conduct of the business, or one of the businesses, of the 

(4) stating that such Property Additions, to the extent of the Cost or Fair Value to the Company thereof (whichever is less) to 

Company; 

be made the basis of the authentication and delivery of such Securities, do not constitute Funded Property; 
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(5) stating what part, if any, of such Ptoperty Additions includes property which within six months prior to the date of 
acquisition thereof by tlie Company had been used or operated by others than the Company in a business similar to that in  which 
it has been or is to be used or opetated by tlie Company and stating whether or not, in the judgment of the signers, the Fair Value 
of such Property Additions to the Company, as of the date of such certificate, is less than Twenty-five Thousand Dollars 
($2.5,000) and whether or not such Fair Value is less than one percent (1%) of the aggregate principal amount of Securities then 
Outstanding; 

(6) stating, in  the judgment of the signers, the Fair Value to the Company, as of the date of such Certificate, of such Property 
Additions, except any thereof with respect to the Fair Value to the Company ofwhich a statement is to be made in an 
Independent Expert’s Certificatc pursuant to clause (iii) below; 

under Section 1.03(b)(ii) in respect of Funded Property retired by the Company; 

definition of Petmitted L,iens. stating that such Lien does not, i n  the judgment of the signers, materially impair the use by the 
Company of the Mortgaged Property considered as a whole for the purposes fot which it is held by the Company, or (11) in  
clause (i)(ii) of the definition of Permitted Liens, stating that such Lien does not, in the judgment ofthe signers, materially impair 
the use by the Company of such property for the purposes for which it is held by the Company or (111) in  clause (p)(ii) of the 
definition of Petmitted Liens, stating that the enforcement of such Lien would not. in  the judgment o i  the signers, adversely 
affect the interests of the Company in such property in any material respect; 

and additions the] eto specified in  such Expert’s Certificate pursuant to clause (7) above; 

Additions (such amount not to exceed sixty-six and two-thirds percent (66-2/3%) of the amount stated pursuant to clause 
(9) above); 

(iii) in case any Property Additions are shown by the Expert’s Certificate provided for in  clause (ii) above to include property 
which, within six months prior to the date of acquisition thereof by the Company, had been used or operated by others than the 
Company in a business similar to that in which it has been ot is to be used or operated by the Company and such certificate does not 
show the Fair Value thereof to the Company, as of the date of such certificate, to be less than Twenty-five Thousand Dollars 
($25,000) or less than one percent (1%) of the aggregate principal amount of Securities then 

(7) stating the amount required to be deducted under Section 1.03(b)(i) and the amounts elected to be added by the Company 

(8) if any property included i n  such Property Additions is subject to a Lien of the character described (I) in clause (0 of the 

(9) stating the lowei of the Cost or the Fair Value to the Company of such Property Additions, after the deductions therefrom 

(10) stating the aggregate principal amount ofthe Securities to be authenticated and delivered on the basis of such Property 
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Outstanding, an Independent Expert’s Certificate stating, in the judgment of the signer, the Fair Value to the Company, as of the 
date of such Independent Expert’s Certificate, of (X) such Property Additions which have been so used or operated and (at the 
option of the Company) as to any other Property Additions included in the Expert’s Certificate provided for in  clause (ii) above and 
( Y )  in case such Independent Expert’s Certificate is being delivered in connection with the authentication and delivery of 
Securities, any property so used or operated which has been subjected to the Lien of this Indenture since the commencement of the 
then current calendar year as the basis for the authentication and delivery of Securities and as to which an Independent Expert’s 
Certificate has not previously been fiirnished to the Trustee; 

(iv) Opinion of Counsel to the effect that: 

( 1 )  this Indenture constitutes, or, upon the delivery of, and/or the filing and/or recording in the proper places and manner of, 
the instruments of conveyance, assignment or transfer, if any, specified in said opinion, will constitute, a Lien on all the Property 
Additions to be made the basis of the authentication and delivery of such Securities, subject to no Lien thereon prior to the Lien 
of this Indenture except Permitted L,iens; and 

(2) the Company has corporate authority to operate such Property Additions; and 

(v) copies of the instruments of conveyance, assignment and transfer, if any, specified in the Opinion of Counsel provided for in 
clause (iv) above. 

SECTION 16.03. ISSUANCE OF SECURITIES ON THE BASIS OF RETIRED SECURITIES. 

(a) Securities of any one or more series may be authcnticated and delivered on the basis of. and in an aggregate principal amount 
not exceeding the aggregate principal amount of, Retired Securities 

(b) Securities of any series shall be authenticated by the Tiustee on the basis of Retired Securities and delivered i n  accordance with 
one or more Company Orders, all without compliance with any ot the conditions, provisions and limitations set forth in Sections 16.02 
and 16.04, upon receipt by the Trustee of: 

(i) the documents with tespect to the Securities ofsuch series specified in Section 3.03; and 

(ii) an Officer’s Certificate stating that Retired Securities, specified by series. in an aggregate principal amount not less than the 
aggregate principal amount of Securities to be authenticated and delivered, have theretofore been authenticated and delivered and, 
as of the date of such Officer’s Certificate, constitute Retired Securities and are the basis for the authentication and delivery of such 
Securities. 
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SECTION 16.04. ISSUANCE OF SECURITIES ON THE BASIS OF DEPOSIT OF CASH. 

exceeding the amount of, any cash deposited with the Trustee for such purpose. 

with one or more Company Orders, all without compliance with any of tlie conditions, provisions and limitations set forth in 
Sections 16.02 and 16.03. upon receipt by the Trustee o t  

(a) Securities of any one or more series may be authenticated and delivered on tlie basis of. and in  an aggregate principal not 

(b) Securities of any series shall be authenticated by the Tiustee on the basis of the deposit of cash and delivered in  accordance 

(i) such deposit of cash; and 

(ii) the documents with respect to the Securities of such series specified i n  Section 3.03. 

(c) All cash deposited with the Trustee under tlie provisions ofthis Section shall be held by the Trustee as a part of tlie Mortgaged 
Property and may be withdrawn from time to time by the Company, upon application of the Company to the Trustee, in an amount 
equal to the aggregate principal amount of Securities to the authentication and delivery of which the Company shall be entitled under 
any of tlie provisions of this Indenture by virtue of compliance with all applicable provisions of this Indenture (except as hereinafter in  
this subsection (c) otherwise provided). 

Upon any such application for withdrawal, the Company shall comply with all applicable provisions of this Article relating to the 
authentication and delivery of Securities except that tlie Company shall not in any event be required to deliver tlie documents specified 
i n  Section 3.03. 

Any withdrawal of cash under this subsection (c) shall operate as a waiver by the Company of its right to the authentication and 
delivery of the Securities on which it is based and such Securities may not thereafter be authenticated and delivered hereunder. Any 
Property Additions which have been made &lie basis of any such right to the authentication arid delivery of Securities so waived shall 
be deemed to have been made tlie basis of the withdrawal of such cash; any Retired Securities which have been made the basis of any 
such right to the authentication and delivery of Securities so waived shall be deemed to have been made the basis of the withdrawal of 
sucli cash. 

(d) I f  at any time the Company shall so direct, any sums deposited with the Trustee under the provisions oftliis Section may be 
used or applied to the purchase, payment or redemption of Securities in the manner and subject to the conditions provided in clauses 
(d) and (e) ofSection 17.06. 

[END OF ARTICLE SIXTEEN] 
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ARTICLE SEVENTEEN. 

POSSESSION, USE AND RELEASE OF MORTGAGED PROPERTY 

SECTION 17.01. QUIET ENJOYMENT. 

Unless one or more Events of Default shall have occurred and be continuing, the Company shall be permitted to possess, use and 
enjoy the Mortgaged Property (except, to the extent not herein otherwise provided, such cash and securities as are expressly required 
to be deposited with the Trustee). 

SECTION 17.02. DISPOSITIONS WITHOUT RELEASE. 

Unless an Event of Default shall have occurred and be continuing, the Company may at any time and from time to time, without 
any release or consent by, or report to, the Trustee: 

(a) sell or othetwise dispose of, free from the Lien of this Indenture, any machinery, equipment, apparatus, towers, transformers, 
poles, lines, cables, conduits, ducts, conductors, meters, regulators, holders, tanks, retorts, purifiers, odorizers, scrubbers, compressors, 
valves, pumps, mains, pipes, service pipes, fittings, connections, services, tools, implements, or any other fixtures or personalty, then 
subject to the Lien hereof, which shall have become old, inadequate, obsolete, worn out, unfit, unadapted, unserviceable, undesirable 
or unnecessary for use in the operations of the Company upon replacing the same by, or substituting for the same, similar or analogous 
property, or other property performing a similar or analogous function or otherwise obviating the need therefor, having a Fair Value to 
the Company at least equal to that of the property sold or otherwise disposed of and subject to the Lien hereof, subject to no Liens 
prior hereto except Permitted Liens and any other L,iens to which the property sold or othetwise disposed of was subject; 

and/or interests; 

or rights-of-way of the Company for the purpose of roads, pipe lines, transmission lines, distribution lines, communication lines, 
railways, removal or transportation of coal, lignite, gas, oil or other minerals or timber, and other like purposes, or for the joint or 
common use of real property, rights-of-way, facilities and/or equipment; provided, however, that such grant shall not materially impair 
the use of the property or rights-of-way for the purposes for which such property or rights-of-way are held by the Company; and 

(d) terminate, abandon, surrender, cancel, release, modify or dispose of any franchises, licenses or permits that are Mortgaged 
Property; provided that such action is, in the opinion of the Company, necessary, desirable or advisable in  the conduct of the business 
of the Company, and; provided further that any franchises, licenses or permits that become Mortgaged Property by the operation of the 
First Granting Clause and thereafter, in the opinion of the Company, cease to be necessary for the operation of the Mortgaged Property 
shall automatically cease to be subject to the Lien of this Indenture, without any release or consent, or report to, the Trustee. 
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SECTION 17.03. RELEASE OF FUNDED PROPERTY. 

Unless an Event of Default sliall have occurred and be continuing, the Company may obtain tlie release of any part ofthe 
Mortgaged Property. or any interest therein, which constitutes Funded Property, other than Funded Cash held by the Trustee, and the 
Trustee shall release all its right, title and interest in and to the same from the Lien hereof. upon receipt by the Trustee of: 

(a) a Company Order requesting the release of such property and transmitting therewith a form of instrument or instruments to 
effect such release; 

(b) an Officer’s Certificate stating that, to the knowledge of the signer, no Event of Default has occurred and is continuing; 

(c) an Expert’s Certificate made and dated not more than ninety (90) days prior to the date of such Company Order: 

(i) describing the property to be released; 

(ii) stating the Fair Value, in the.judgment of the signers, of the property to be released; 

(iii) stating the Cost of the property to be released (or, if tlie Fair Value to the Company of such property at the time the same 
became Funded Property was certitied to be an amount less than the Cost thereof, then such Fair Value, as so certified, in lieu of 
Cost); and 

(iv) stating that, in the judgment of the signers, such release will not impair the security under this Indenture in contravention of 
the provisions hereof; 

(d) an amount in cash to be held by the Trustee as part of the Mortgaged Property, equal to the amount, if any, by which the amount 
referred to in clause (c)(iii) above exceeds the aggregate of the following items: 

( i )  an amount equal to the aggregate principal amount of any obligations secured by Purchase Money Lien delivered to the 

(ii) an amount equal to the Cost or Fair Value to the Company (whichever is less), after malcing any deductions and any 

Trustee, to be held as part of the Mortgaged Property. subject to the limitations hereafter in this Section set forth; 

additions pursuant to Section 1.03, of any Property Additions not constituting Funded Property described i n  an Expert’s Certificate, 
dated not more than ninety (90) days prior to the date ofthe Company Order requesting such release and complying with clause 
( i i )  and, to the extent applicable, clause (iii) in Section 16.02(b), delivered to the Trustee; provided, however, that the deductions 
and additions contemplated by Section 1.03 shall not be required to be made if such Property Additions were acquired, made or 
constructed on or after the ninetieth (90th) day preceding the date of such Company Order; 
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(iii) one hundred fifty percent (150%) of the aggregate principal amount of Securities to the authentication and delivery of which 
tlie Company shall be entitled under the provisions of Section 16.03, by virtue of compliance with all applicable provisions of 
Section 16.03 (except as liereinaffer in this Section otlietwise provided); provided, however, that such release shall operate as a 
waiver by the Company of the right to the authentication and delivery of such Securities and, to such extent, no such Securities may 
thereafter be authenticated and delivered hereunder; and any Securities which could have been the basis of such right to the 
authentication and delivery of Securities so waived shall be deemed to have been made tlie basis of such release of property; 

(iv) any amount in cash and/or an amount equal to the aggregate principal amount of any obligations secured by Purchase 
Money Lien that, in either case, is evidenced to the Trustee by a certificate of the trustee or other holder of a Lien prior to the Lien 
of this Indenture to have been received by such trustee or other holder in  accordance with tlie provisions of such Lien in 
consideration for the release of such property or any part thereof from such Lien, all subject to the limitations hereafter in this 
Section set forth; 

(other than Securities authenticated and delivered pursuant to Section 16.04); and 
(v) one hundred fifty percent (150%) of the aggregate principal amount of any Outstanding Securities delivered to the Trustee 

(vi) any taxes and expenses incidental to any sale, exchange, dedication or other disposition of the property to be released; 

provided, however, that no obligations secured by Purchase Money Lien upon any property being released from the Lien hereof shall 
be used as a credit in  connection with such release unless all obligations secured by such Purchase Money Lien shall be delivered to 
the Trustee or to the trustee or other holder of a Lien prior to the Lien of this Indenture; 

(e) if the release is on the basis of Property Additions or on the basis of the right to the authentication and delivery of Securities 
under Section 16.03, all documents contemplated below in  this Section; and 

( f ,  if the release is on the basis oftlie delivery to the Trustee or to the trustee or other holder o f a  prior Lien of obligations securcd 
by Purchase Money Lien, all documents contemplated below in this Section, to the extent required. 

I f  and to tlie extent that tlie release of property is, iii whole or in part, based upon Property Additions (as permitted under the 
provisions of clause (d)(ii) i n  the first paragraph of this Section), tlie Company shall, subject to the provisions of said clause (d)(ii) and 
except as hereafter in this paragraph provided, comply with all applicable provisions of this Indenture as if such Property Additions 
were to be made the basis of the authentication and delivery of Securities equal i n  principal amount to sixty-six and two-thirds percent 
(66-2/3%) of tlie Cost (or, as to property of which the Fair Value to the Company at tlie time tlie same became Funded Property was 
certified to be an amount less than tlie Cost thereof, sucli Fair Value, as so certified, 
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in lieu of Cost) of that portion of the property to be released which is to be released on the basis of such Property Additions, as shown 
by the Expert’s Certificate requited by clause (c) in the fitst paragraph of this Section; provided, however, that the Cost of any 
Property Additions received or to be received by the Company in whole or in part as consideration in exchange for the property to be 
released shall for all purposes of this Indenture be deemed to be the amount stated in the Expert’s Certificate provided for in clause 
(c) in the first paragraph of this Section to be the lower of Cost or Fair Value of the property to be released (x) plus the amount of any 
cash and the fair market value of any other consideration, further to be stated in such Expert’s Certificate. paid and/or delivered or to 
be paid and/or delivered by, and the amount of any obligations assumed or to he assumed by, the Company in connection with such 
exchange as additional consideration for such Property Additions and/or (y) less the amount of any cash and the fair market value of 
any other consideration, which shall also be stated in such Expert’s Certificate, received or to be received by the Company in 
connection with such exchange i n  addition to such Property Additions. I t  and to the extent that the release of property is i n  whole or in 
part based upon the right to the authentication and delivery of Securities under Section 16.03 (as permitted under the provisions of 
clause (d)(iii) in the first paragraph of this Section), the Company shall, except as hereafter in this paragraph provided, comply with all 
applicable provisions of Section 16.03 relatiiig to such authentication and delivery. Notwithstanding the foregoing provisions of this 
paragraph, in no event shall the Company be required to deliver the documents specified in Section 3.03. 

If the release of property is, in whole or in part, based upon the delivery to the Trustee or the trustee or other holder of a Lien prior 
to the Lien of this Indenture of obligations secured by Purchase Money Lien, the Company shall deliver to the Trustee: 

(x) an Officer’s Certificate (i) stating that no event has occurred and is continuing whicli entitles thc holder of such Purchase 
Money Lien to accelerate the maturity of the obligations, if any, outstanding thereunder and (ii) reciting the aggregate principal 
amount of obligations, if any, then outstanding thereunder in addition to the obligations then being delivered in connection with the 
release of such property and the terms and conditions, if any, on whicli additional obligations secured by such Purchase Money L,ien 
are permitted to be issucd; and 

of such Purchase Money Lien equally and ratably with all other obligations, if any, then outstanding thereunder, (ii) that such 
Purchase Money Lien constitutes, or, upon the delivery ot, and/ot the filing and/or recording in the proper places and manner of, the 
instruments of conveyance, assignment or transfer, if any, specified in such opinion, will constitute, a Lien upon the property to be 
released, subject to no Lien prior thereto except Liens generally of the character of Permitted Liens and such Liens, if any, as shall 
have existed thereon immediately prior to such release as Liens prior to the Lien of this Indenture, (iii) if any obligations in addition to 
the obligations being delivered in connection with such release of property are then outstanding, or are permitted to be issued, under 
such Purchase Money Lien, (A) that such Purchase Money Lien constitutes, or, upon the delivery of, and/or the filing and/or recording 
in the ptoper places and manner of, the instruments of conveyance, assignment or transfer, if any, specified in such opinion, will 
constitute, a Lien upon all other property, if any, purporting to be subject thereto, subject to no Lien prior thereto except Liens 
generally of the character of Permitted Liens and (B) that the terms of such Purchase Money Lien, as then in 

(y) an Opinion of Counsel stating that, in the opinion of the signer, (i) such obligations are valid obligations, entitled to the benefit 
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effect, do not permit the issuance of obligations thereunder except on the basis of property generally of the character of Property 
Additions, the retirement or deposit of outstanding obligations, the deposit of prior Lien obligations or the deposit of cash. 

any instruments of conveyance, assignment or transfer, the Company shall promptly cause such instruments to be filed andor 
recorded in the proper places and manner and shall deliver to the Trustee evidence of such filing and/or recording promptly upon 
receipt of such evidence by the Company. 

If (a) any property to be released from the Lien of this Indenture under any provision of this Article (other than Section 17.07) is 
subject to a Lien prior to the Lien hereof and is to be sold, exchanged, dedicated or otherwise disposed of subject to such prior Lien 
and (b) after such release, such prior L.ien will not be a L k n  on any property subject to the Lien hereof, then the Fair Value of such 
property to be released shall be deemed, for all purposes of this Indenture, to be the value thereof unencumbered by such prior Lien 
less the principal amount of the indebtedness secured by such prior Lien. 

Any Outstanding Securities delivered to the Trustee pursuant to clause (d) in the first paragraph ofthis Section shall, upon receipt 
of a Company Order, forthwith be canceled by the Trustee. Any cash and/or obligations deposited with the Trustee pursuant to the 
provisions of this Section 17.03, and the proceeds of any such obligations, shall be held as part of the Mortgaged Property and shall be 
withdrawn, released, used or applied i n  the manner, to the extent and for the purposes, and subject to the conditions, provided in 
Section 17.06. 

Anything in this Indenture to the contrary notwithstanding, if property to be released constitutes Funded Property in part only, the 
Company shall obtain the release of the part of such property which constitutes Funded Property under this Section 17.03 and obtain 
the release of the part of such property which does not constitute Funded Property under Section 17.04. In such event, (a) the 
application of Property Additions in  the release under this Section 17.03 as contemplated in clause (d)(ii) in the first paragraph thereof 
shall be taken into account in clause (v) or clause (vi), whichever may be applicable, ofthe Expert's Certificate described in clause 
(c) in  Section 17.04 and (b) the Trustee shall, at the election of the Company, execute and deliver a separate instrument of release with 
respect to the property released under each of such Sections or a consolidated instrument of release with respect to the property 
released under both afsuch Sections considered as a whole. 

If the Opinion of Counsel provided to the Trustee pursuant to clause (y) above is conditioned upon the filing and/or recording of 

SECTION 17.04. RELEASE OF MORTGAGED PROPERTY NOT CONSTITUTING FUNDED PROPERTY. 

Unless an Event of Default shall have occurred and be continuing, the Company may obtain the release of any part of the 
Mortgaged Property. or any interest therein, which does not constitute Funded Property, and the Trustee shall release all its right, title 
and interest in and to the same from the Lien hereof, upon receipt by the Trustee of: 

(a) a Company Order requesting the release of such property and transmitting therewith a form of instrument or instruments to 
effect such release; 
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(b) an Officer’s Certificate describing the property to be released and stating that, to the knowledge of the signer, no Event of 

(c) an Expert’s Certificate, made and dated not more than ninety (90) days prior to the date of such Company Order: 

Default has occurred and is continuing; 

(i) describing the property to be released; 

(ii) stating the Fair Value, in the judgment of the signers, of the property to be released; 

(iii) stating the Cost of the property to be released; 

(iv) stating that the property to be released does not constitute Funded Property; 

(v) if true, stating either (A) that the aggregate amount of the Cost or Fair Value to the Company (whichever is less) of all 
Property Additions which do not constitute Funded Property (excluding the pi operty to be released), after making deductions 
therefrom and additions thereto of the character contemplated by Section 1.03, is not less than zero (0) or (B) that the Cost or Fair 
Value (whichever is less) of the property to be released does not exceed the aggregate Cost or Fair Value to the Company 
(whichever is less) of Property Additions acquired, made or constructed on or after the ninetieth (90th) day prior to the date of the 
Company Order requesting such release; 

the amount referred to in subclause (v)(A) above (showing in reasonable detail the calculation thereof); and 

the provisions hereof; and 

(d) if the Expert’s Certificate required by clause (c) abovc contains neither of t i e  statements contemplated in subclause (c)(v) 

(vi) if neither of the statements contemplated in subclause (v) above can be made, stating the amount by which zero (0) exceeds 

(vii) stating that, in the judgment of the signers, such release will not impair the security under this Indenture in contravention of 

abave, an amount in cash, to be held by the Trustee as part of the Mortgaged Property, equal to the amount, if any, by which the lower 
of (i) the Cost or Fair Value (whichever shall be less) of the property to be released and (ii) the amount shown in subclause (c)(vi) 
above exceeds the aggregate of items of the character described in subclauses (iii) and (v) of clause (d) in the first paragraph of 
Section 17.03 that the Company then elects to use as a credit under this Section 17.04 (subject, however, to the same limitations and 
conditions with respect to such items as are set forth in Section 17.03). 

Any Outstanding Securities delivered to the Trustee pursuant to clause (d) above shall forthwith be canceled by the Trustee. 

SECTION 17.05. RELEASE OF MINOR PROPERTIES. 

Company may obtain the release from the Lien hereof 
Notwithstanding the provisions of Sections 17.03 and 17.04, unless an Event of Default shall have occurred and be continuing, the 
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of any part of the Mortgaged Property, or any interest therein, and the Trustee shall whenever fiom time to time requested by the 
Company in a Company Order transmitting therewith a form of instrument or instruments to effect such release, and without requiring 
compliance with any ofthe provisions of Section 17.03 or 17.04, release from tlie Lien hereofall the right, title and interest ofthe 
Trustee in and to the same provided that the lower of the aggregate Cost or Fair Value of the pioperty to be so released on any date in 
a given calendar year, together with all other property theretofore I eleased pursuant to this Section 17.05 in such calendar year, shall 
not exceed the greater of (a) Ten Million Dollars ($1 0,000,000) and (b) three percent (3%) of tlie aggregate principal amount of 
Securities then Outstanding. Prior to the granting of any such release, there shall be delivered to the Trustee (x) an Officer’s 
Certificate stating that, to the knowledge of the signer, no Event of Default has occurred and is continuing and (y) an Expert’s 
Certificate stating, in the judgment of the signers, the Fair Value of the property to bc released, the aggregate Fair Value of all other 
property theretofore released pursuant to this Section i n  such calendat year and, as to Funded Property, the Cost thereof (or, if the Fair 
Value to the Company of such property at the time the same became Funded Property was certified to be an amount less than the Cost 
thereof, then such Fair Value, as so certified, in  lieu of Cost), and that, in the judgment of the signers, the release thereof will not 
impair the secw ity under this indenture in contravention of the provisions hereof. On or before December 3 1st of each calendar year, 
the Company shall deposit with the Trustee an amount in cash equal to the aggregate Cost ofthe piopei-ties constituting Funded 
Property so released during such year (or, if the Fair Value to the Company of any particular property at the time the same became 
Funded Property was certified to be an amount less than the Cost thereof, then such Fair Value, as so certified, in lieu of Cost); 
provided, however, that no such deposit shall be required to be made hereunder to the extent that cash or other consideration shall, as 
indicated in an Officer’s Certificate delivered to the Trustee, have been deposited with the trustee or other holder of a Lien prior to the 
Lien of this indenture in accordance with the provisions thereofl, and provided, further, that the amount of cash so required to be 
deposited may be reduced, at the election of the Company, by the items specified in  clause (d) in  the first paragraph of Section 17.03, 
subject to all of the limitations and conditions specified in  such Section, to the same extent as if such property were being released 
pursuant to Section 17.03. Any cash deposited with the Trustee under this Section may thereafter be withdrawn, used or applied in the 
manner, to the extent and for the purposes, and subject to the conditions, provided in  Section 17.06. 

SECTION 17.06. WlTHDRAWAL OR OTHER APPLlCATION OF FUNDED CASH; PURCHASE MONEY 
OBLJGATIONS. 

Subject to the provisions of Section 16.04 and except as hereafter in this Section provided, unless an Event ofnefault shall have 
occurred and be continuing, any Funded Cash held by the Trustee, and any other cash which is required to be withdrawn, used or 
applied as provided in this Section, 

(a) may be withdrawn from time to time by the Company to the extent of an amount equal to the Cost or the Fair Value to the 
Company (whichever is less) of Property Additions not constituting Funded Property, after making any deductions and additions 
pursuant to Section 1 03, described i n  an Expert’s Certificate, dated not more than ninety (90) days prior to the date of the Company 
Order requesting such withdrawal and complying with clause (ii) and, to the extent applicable, clause (iii) in Section 16.02(b), 
delivered to the Trustee; provided, however, 
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that the deductions and additions contemplated by Section 1.03 shall not be required to be made if such Property Additions were 
acquired, made or coristtucted on or after the ninetieth (90th) day preceding the date of such Company Order; 

authentication and delivery of which the Company shall be entitled under the provisions of Section 16.03 hereof, by virtue of 
compliance with all applicable provisions of Section 16.03 (except as hereinafter in this Section otherwise provided); provided, 
however, that such withdrawal of cash shall operate as a waiver by tlie Company of the right to the authentication and delivery of such 
Securities and, to such extent, no such Securities may thereafter be authenticated and delivered hereunder; and any such Securities 
which were the basis of such right to the authentication and delivery of Securities so waived shall be deemed to have been made the 
basis of such withdrawal of cash; 

Securities delivered to the Trustee; 

in tlie amount or amounts, at the price or prices and otherwise as directed or approved by the Company, all subject to the limitations 
hereafter in this Section set forth; or 

Article Eight) at Stated Maturity of any Securities or to the redemption (or similar provision therefor) of any Securities which are, by 
their terms, redeemable, in each case of such series as may be designated by the Company, any such redemption to be in the manner 
and as provided in Article Five and in such Securities, all subject to the limitations hereafter i n  this Section set forth. 

Such moneys shall, fioni time to time, be paid or used or applied by the Trustee, as aforesaid, upon tlie iequest of the Company in a 
Company Ordet, and upon receipt by the Trustee of an Officer’s Certificate stating that, to thc Itnowledge of tlie signer, no Event ot 
Default has occurred and is continuing. If and to the extent that the withdrawal of cash is based upon Property Additions (as permitted 
under the provisions of clause (a) above), the Company shall, subject to the provisions of said clause (a) and except as hereafter in  this 
paragraph provided, comply with all applicable provisions of this Indenture as if such Property Additions were made the basis for the 
authentication and delivery of Securities equal in  principal amount to the cash so to be withdrawn. If and to the extent that the 
withdrawal of cash is based upon the right to the authentication and delivery of Securities (as permitted under the provisions of clause 
(b) above), the Company shall, except as hereafter in  this paragraph provided, comply with all applicable provisions of Section 16.03 
relating to such authentication and delivery. Notwithstanding the foregoing provisions of this paragraph, in  no event shall the 
Company be required to deliver the documents specified in Section 3.03. 

Notwithstanding the generality of clauses (d) and (e) above, no cash to be applied pursuant to such clauses shall be applied to the 
payment of an amount in excess of the principal amount of any Securities to be purchased, paid or redeemed except to tlie extent that 
the 

(b) may be withdrawn from time to time by the Company in an amount equal to the aggt egate principal amount of Securities to the 

(c) may be withdrawn from time to time by the Company in an amount equal to the aggregate principal amount of any Outstanding 

(d) may, upon the request of tlie Company, be used by the Trustee for the purchase of Securities in  the manner, at the time or times, 

(e) may, upon the request of the Company, be applied by the Trustee to the payment (or provision therefor pursuant to 
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aggregate principal amount of all Securities theretofore, and of all Securities then to be, purchased, paid or redeemed pursuant to such 
clauses is not less than the aggregate cost for principal of, premium, if any, and accrued interest, if any, on and brokerage 
commissions, if any, with respect to, such Securities. 

Any Outstanding Securities delivered to the Trustee pursuant to clause (c) in the first paragraph of this Section shall, upon request 
by the Company, forthwith be canceled by the Trustee. 

Any obligations secured by Purchase Money Lien delivered to the Trustee in consideration of the release ot property from the Lien 
of this Indenture, together with any evidence of such Purchase Money Lien held by the Trustee, shall be released from the Lien of this 
Indenture and delivered to or upon the order of the Company upon payment by the Company to the Trustee of an amount in  cash equal 
to the aggregate principal amount of such obligations less the aggregate amount theretofore paid to the Trustee (by the Company, the 
obligor or othetwise) in respect of the principal of such obligations. 

The principal of and interest on any such obligations secured by Purchase Money Lien held by the Trustee shall be paid to the 
Trustee as and when the same become payable. The interest received by the Trustee on any such obligations shall be deemed not to 
constitute Funded Cash and shall be remitted to the Company; providcd, however, that if an Event of Default shall have occurred and 
be continuing, such proceeds shall be held as part of the Mortgaged Property until such Event of Default shall have been cured or 
waived. 

and, without limiting the generality of the foregoing. may collect and receive all insurance moneys payable to it under any of the 
provisions thereof and apply the same in accordance with the provisions thereof, may consent to extensions thereof at a higher or 
lower rate of interest, may join in any plan or plans of voluntary or involuntary reorganization or readjustment or rearrangement and 
may accept and hold hereunder new obligations, stocks or other securities issued in  exchange therefor under any such plan. Any 
discretionary action which the Trustee may be entitled to take in connection with any such obligations or substitutions therefor shall be 
taken, so long as no Event of Default shall have occurred and be continuing, in  accordance with a Company Order, and, during the 
continuance of an Event of Default, in its own discretion. 

Section of, and any other rights with respect to, any obligations secured by Pur chase Money Lien held by the Trustee, and the 
proceeds of any such obligations, by delivery to the Trustee o f a  Company Older: 

(x) specifying such obligations and stating that the Company thereby waives all rights to the withdrawal thereof and of the 
proceeds thereof pursuant to this Section, and any other rights with respect thereto; and 

The Trustee shall have and may exercise all the rights and powers of any owner of sucli obligations and of all substitutions therefor 

Anything herein to the conttaty notwithstanding, the Company may irrevocably waive all right to the withdrawal pursuant to this 
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(y) directing that the principal of such obligations be applied as provided in clause (e) in the first paragraph of this Section, 

Following any such waiver, the interest on any such obligations shall be applied to the payment of interest, if any, on the Securities 

specifying the Securities to be paid or redeemed 01 for the payment or redemption of which payment is to be made. 

to be paid or redeemed or for the payment or redemption ofwhich provision is to be made, as specified in the aforesaid Company 
Order, as and when such interest shall become due from time to time, and any excess funds remaining from time to time after such 
application shall be applied to the payment of interest on any other Securities as and when the same shall become due. Pending any 
such application. the interest on such obligations shall be invested in investment Securities as shall be selected by the Company and 
specified in written instructions delivered to the Trustee. The principal of any such obligations shall be applied solely to the payment 
of principal of the Securities to be paid or redeemed or for the payment or redemption of which provision is to be made, as specified in 
the aforesaid Company 01 der. Pending such application, the pi incipal of such obligations shall be invested in Eligible Obligations as 
shall be selected by the Company and specified in written instructions delivered to the Trustee. The obligation of the Company to pay 
the principal of such Securities when the same shall become due at maturity, shall be offset and reduced by the amount of the proceeds 
of such obligations then held, and to be applied, by the Trustee in  accordance with this paragraph. 

SECTION 17.07. RELEASE OF PROPERTY TAKEN BY EMINENT DOMAIN, ETC. 

Should any of the Mortgaged Property, or any interest therein, be taken by exercise of the power of eminent domain or be sold to 
an entity possessing the power of eminent domain under a threat to exercise the same. and should the Company elect not to obtain the 
release of such property pursuant to other provisions of this Article. the Trustee shall, upon request of the Company evidenced by a 
Company Order transmitting therewith a form of instrument or instruments to effect such release, release from the Lien hereof all its 
right, title and interest in and to the property so taken or sold (or with respect to an interest i n  property, subordinate the Lien hereof to 
such interest), upon receiving (a) an Opinion of Counsel to the effect that such property has been taken by exercise of the power of 
eminent domain or has been sold to an entity possessing the power of eminent domain under threat of an exercise of such power, 
(b) an Officer’s Certificate stating the amount of net proceeds received or to be received for such property so taken or sold, and the 
amount so stated shall be deemed to be the Fair Value of such property for the purpose of any notice to the Holders of Securities, (c) if 
any portion of such property constitutes Funded Property, an Expert’s Certificate stating the Cost thereof(or, if the Fair Value to the 
Company of such portion of such property at the time the same became Funded Property was certified to be an amount less than the 
Cost thereof, then such Fair Value, as so certified, in lieu of Cost) and (d) if ariy portion of such property constitutes Funded Property, 
a deposit by the Company of an amount in cash equal to the Cost or Fair Value stated in  the Expert’s Certificate delivered pursuant to 
clause (c) above; provided, however, that the amount required to be so deposited shall not exceed the portion of the net proceeds 
received or to be received for such property so taken or sold which is allocable on a pro-rata or other reasonable basis to the portion of 
such property constituting Funded Property; and pi ovided, further, that no such deposit shall be required to be made hereunder if the 
proceeds oi-such taking or sale shall, as indicated in an Officer’s Certificate delivered to the Trustee, have been deposited with the 
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trustee or other holder of a Lien prior to the Lien ofthis Indenture. Any cash deposited with the Trustee under this Section may 
thereafter be withdrawn, used or applied in the manner, to the extent and for the purposes, and subject to the conditions, provided i n  
Section 17.06. 

SECTION 17.08. DISCLAIMER OR QUITCLAIM. 

In case the Company has sold, exchanged, dedicated or otherwise disposed of, or has agreed or intends to sell, exchange, dedicate 
or othetwise dispose of, or a Governmental Authority has ordered the Company to divest itself of, any Excepted Property or any other 
property not subject to the Lien hereof, or the Company desires to disclaim or quitclaim title to property to which the Company does 
not purport to have title, the Trustee shall, from time to time, disclaim or quitclaim such property upon receipt by the Tnistee of the 
following: 

(a) a Company Order requesting such disclaimer or quitclaim and transmitting therewith a form of instrument to effect such 
disclaimer or quitclaim; 

(b) an Officer’s Certificate describing the property to be disclaimed or quitclaimed; and 

(c) an Opinion of Counsel stating the signer’s opinion that such property is not subject to the Lien hereof or required to be subject 
thereto by any of the provisions hereof and complying with the requirements of Section I .04 of this Indenture. 

SECTION 17.09. MISCELLANEOUS. 

(a) The Expert’s Certificate as to the Fair Value of propetty to be released from the Lien of this Indenture in accordance with any 
provision of this Article, and as to the non-impairment, by reason of such release, of the security under this Indenture in contravention 
of the provisions hereof, shall be made by an Independent Expert if the Fair Value of such property and of all other property teleased 
since the commencement of the then current calendar year, as set forth in  the certificates required by this Indenture, is ten percent 
(10%) or more of the aggregate principal amount oi‘the Securities at the time Outstanding; but such Expert’s Certificate shall not be 
required to be made by an Independent Expert in the case of any release of property if the Fair Value thereof, as set forth in the 
certificates required by this Indenture, is less than Twenty-five Thousand Dollars ($25,000) or less than one percent ( 1  %) of the 
aggregate principal amount of the  Securities at the time Outstanding. To the extent that the Fair Value of any propetq to be released 
from the Lien of this Indenture shall be stated in an Independent Expert’s Certificate, such Fair Value shall not be required to be stated 
in any other Expert’s Certificate delivered in connection with such release. 

(b) No release of property from the Lien of this Indenture effected ill accordance with the provisions, and in compliance with the 
conditions, set forth in this Article and in Sections I .04 and 1.05 shall be deemed to impair the security of this Indenture in 
contravention of any provision hereof. 

conferred upon the Company with respect to the release of any part of the Mortgaged Property or any interest therein or the 
withdrawal of cash 

(c) If the Mortgaged Property shall be i n  the possession of a receiver or tiustee, lawfully appointed, the powers hereinbefore 
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may be exercised, with the approval of the Tiustee, by such receiver or trustee, notwithstanding that an Event of Default may have 
occurred and be continuing, and any request, certificate, appointment or approval made or signed by such receiver or trustee for such 
purposes sliall be as effective as if made by the Company or any of its officers or appointees in the manner herein provided; and if the 
Trustee shall be in possession of the Mortgaged Property under any provision of this Indenture, then such powers may be exercised by 
the Trustee i n  its discretion notwithstanding that an Event of Default may have occurred and be continuing. 

(d) If the Company shall retain any interest in any property released from the Lien ofthis Indenture as provided in Section 17~0.3, 
17.04 or 17.0.5, this Indenture shall not become or be, or be required to become or be, a Lien upon such property or such interest 
therein or any improvements, extensions or additions to such property or renewals, replacements or substitutions of or for such 
property or any part or parts thereof unless the Company shall execute and deliver to the Trustee an indenture supplemental hereto, i n  
recordable form, containing a grant, conveyance. transfer and mortgage thereof. As used in this subsection, the terms “improvements”, 
“extensions” and “additions” shall be limited as set forth in Section 12.01” 

(e) Notwithstanding the occurrence and continuance of an Event of Default, the Trustee, in its discretion, may release from the Lien 
hereof any part of the Mortgaged Property or permit the withdrawal of cash, upon compliance with the other conditions specified in 
this Article in respect thereof. 

Trustee to execute the instrument or instruments of release, or to inquire as to any facts required by the provisions hereof for the 
exercise of such authority; nor shall any purchaser or grantee ofany property or rights permitted by this Article to be sold, granted, 
exchanged, dedicated or otherwise disposed of, be under obligation to ascertain or inquire into the authority of the Company to make 
any such sale, grant, exchange, dedication or other disposition. 

(0 No purchaser or grantee of property purporting to have been released hereunder shall be bound to ascertain the authority of the 

SECTION 17.10. PRESERVATION OF L,IEN. 

The Company shall maintain and preserve the Lien of this Indenture so long as any Securities shall remain Outstanding, subject, 
however, to the provisions of Article Thirteen and Article Seventeen. 

SECTION 17.11. MAINTENANCE OF PROPERTIES. 

The Company shall cause (or, with respect to property owned in common with others, make reasonable effort to cause) the 
Mortgaged Property, considered as a whole, to be maintained and kept in  good condition, repair and working order and shall cause (or, 
with respect to property owned in common with others, make reasonable effort to cause) to be made such repairs, renewals, 
replacements. betterments and improvements thereof, as, in the judgment of the Company. may be necessary in order that the 
operation of the Mortgaged Property, considered as a whole, may be conducted in accordance with common industry practice; 
ptovided, however, that nothing i n  this Section shall prevent the Company from discontinuing, or 
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causing the discontinuance of, the operation and maintenance of any portion of the Mortgaged Property if such discontinuance is in 
the judgment of the Company desirable in the conduct of its business; and provided, further, that nothing in  this Section shall prevent 
the Company from selling, transferring or othetwise disposing of, or causing the sale, transfer or other disposition of, any portion of 
the Mortgaged Property in compliance with the other Sections of this Indenture. 

SECTION 17.12. PAYMENT OF TAXES; DISCHARGE OF LIENS. 

The Company shall pay all taxes and assessments and other governmental charges lawfully levied or assessed upon the Mortgaged 
Property, or upon any part thereof, or upon the interest of the Trustee in the Mortgaged Property, before the same shall become 
delinquent, and shall observe and conform in  all material respects to all valid requirements of any Governmental Authority relative to 
the Mortgaged Property and all covenants, terms and conditions upon or under which any of the Mortgaged Propcrty is held; and the 
Company shall not suffer any Lien to be created upon the Mortgaged Property, or any part thereof, prior to or on parity with the Lien 
of this Indenture, other than Permitted Liens; provided, however, that nothing in this Section contained shall require the Company 
(i) to observe or conform to any requirement of Governmental Authority or to cause to be paid or discharged, or to make provision for, 
any such Lien, or to pay any such tax, assessment or governmental charge so long as the validity thereof shall be contested in good 
faith and by appropriate legal proceedings or ( i i )  to pay. discharge or make provisions for any tax, assessment or other governmental 
charge, the validity of which shall not be so contested if adequate security for the payment of such tax, assessment or other 
governmental charge and for any penalties or interest which may reasonably be anticipated fiom failure to pay the same shall be given 
to the Trustee; and provided, further, that nothing in this Section shall prohibit the issuance or other incurrence of additional 
indebtedness, or the refunding of outstanding indebtedness, secured by any Lien prior to the Lien hereof which is permitted under this 
Section to continue to exist. 

SECTION 17.13. INSURANCE. 

(a) The Company shall ( i )  keep or cause to be kept all the Mortgaged Property insured against loss by fire, to the extent that 
property of similar character i s  usually so insured by companies similarly situated and operating like properties, to a reasonable 
amount, by reputable insurance companies, the proceeds of such insurance (except as to any loss of Excepted Property and except as 
to any particular loss less than the greater of (A) Twenty Million Dollars ($20,000,000) and (B) three percent (3%) of the principal 
amount of Securities Outstanding on the date of such particular loss) to be made payable, subject to applicable law, to the Trustee as 
the interest ofthe Trustee may appear, or to the trustee or other holder of any L.ien prior hereto upon property subject to the Lien 
hereof, i f  the terms thereofrequire such payment or (ii) i n  lieu ofor supplementing such insurance i n  whole or in part, adopt some 
other method or plan of protection against loss by fire at least equal in protection to the method or plan of protection against loss by 
fire of companies similarly situated and operating properties subject to similar fire hazards or properties on which an equal primary 
fire insurance rate has been set by reputable insurance companies; and if the Company shall adopt such other method 0 1  plan of 
protection, it shall, subject lo applicable law (and except as to any loss of Excepted Property and except as to any particular loss less 
than the greater of (X) Twenty Million Dollars ($20,000,000) and (Y) 
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three percent (3%) of the principal amount of Securities Outstanding on the date of such particular loss) pay to the Trustee on account 
of any loss covered by such method or plan an amount i n  cash equal to the amount of such loss less any amounts othetwise paid to the 
Trustee in respect of such loss or paid to the trustee or other holder of any Lien prior hereto upon property subject to the Lien hereof in 
respect of such loss if the terms thereof require such payment. Any cash so required to be paid by the Company pursuant to any such 
method or plan shall for the purposes of this Indenture be deemed to be proceeds of insurance. In case of the adoption of such other 
method or plan of protection, the Company shall furnish to the Trustee a certificate of an actuary or other qualified person appointed 
by the Company with respect to the adequacy of such method or plan. 

Anything herein to the contrary notwithstanding, the Company may have fire insurance policies with (i) a deductible provision in a 
dollar amount per occurrence not exceeding the greater of (A) Twenty Million Dollars ($20,000,000) and (B) three percent (3%) of the 
principal amount of the Securities Outstanding on the date such policy goes into effect, and/or (ii) co-insurance or self insurance 
provisions with a dollar amount per occurrence not exceeding thirty percent (30%) of the loss proceeds otherwise payable; provided, 
however, that the dollar amount described in clause (i) above may be exceeded to the extent such dollar amount per occurrence is 
below the deductible amount in  effect as to fire insurance (X) on property of-similar character insured by companies similarly situated 
and operating like property or (Y) on property as to which an equal primary fire insurance rate has been set by reputable insurance 
companies. 

(b) All moneys paid to the Trustee by the Company in accordance with this Section or received by the Trustee as proceeds of any 
insurance, in either case on account of a loss on or with respect to Funded Property, shall, subject to any Lien prior hereto upon 
property subject to the Lien hereof, be held by the Trustee and, subject as aforesaid, shall be paid by it to the Company to reimburse 
the Company for an equal amount expended or committed for expenditure in the rebuilding, renewal and/or replacement of or 
substitution for the property destroyed or damaged, upon receipt by the Trustee of: 

(i) a Company Request requesting such payment, 

(ii) an Expert’s Certificate: 

(A) describing the property so damaged or destroyed; 

(B) stating the Cost of such property (or, if the Fair Value to the Company of such property at the time the same became 
Funded Property was certified to be an amount less than the Cost thereof, then such Fair Value, as so certified, in lieu of Cost) or, 
if such damage or destruction shall have affected only a portion of such property, stating the allocable portion of such Cost or 
Fair Value; 

substitution for such property; and 
(C) stating the amounts so expended or committed for expenditure in the rebuilding, renewal, replacement of and/or 
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(D) stating the Fair Value to the Company of such property as rebuilt or renewed or as to be rebuilt or renewed and/or of the 

(a) within six months prior to tlie date of acquisition thereof by the Company, such property has been used or operated, by 

replacement or substituted property, and if 

a person or persons other than the Company, in a business similar to that in which it has been or is to be used or operated by 
the Company, and 

(b) the Fair Value to the Company of such property as set forth i n  such Expert’s Certiticate is not less than Twenty-five 
Thousand Dollars ($25,000) and not less than one percent (1%) of the aggregate principal amount of the Securities at the time 
Outstanding, 

the Expert making the statement required by this clause (D) shall be an Independent Expert, and 

(iii) an Opinion of Counsel stating that, in the opinion of the signer, the property so rebuilt or renewed or to be rebuilt or 
renewed, and/or the replacement property, is or will be subject to the Lien hereof. 

Any such moneys not so applied within thirty-six (36) months after its receipt by the Tiustee, or in  respect of wliicli notice in 
writing of intention to apply the same to the work of rebuilding, renewal, replacement or substitution then in progress and 
uncompleted shall not have been given to the Trustee by the Company within such thirty-six (36) months, or which the Company shall 
at any time notify the Trustee is not to be so applied, shall thereafter be withdrawn, used or applied in the manner, to the extent and for 
the purposes, and subject to the conditions, provided i n  Section 17.06; provided, however, that if the amount of such moneys shall 
exceed the amount stated pursuant to clause (B) in the Expert’s Certificate referred to above, the amount of such excess shall not be 
deemed to be Funded Cash, shall not be subject to Section 17.06 and shall be remitted to or upon the order of the Company upon the 
withdrawal, use or application of the balance of such moneys pursuant to Section 17.06. 

Anything in this Indenture to the contrary notwithstanding, ifpropeity on or with respect to which a loss occurs constitutes Funded 
Property in part only, the Company may, at its election, obtain the reimbursement of insurance proceeds attributable to the part of such 
property which constitutes Funded Property under this subsection (b) and obtain the reimbursement of insurance proceeds attributable 
to tlie part of such property which does not constitute Funded Property under subsection (c) of this Section 17.33. 

(c) AI1 moneys paid to the Trustee by the Company in accordance with this Section or received by the Trustee as proceeds of any 
insurance, in  either case on account of a loss on or with respect to property which does not constitute Funded Property, shall, subject 
to tlie requirements of any Lien prior hereto upon property subject to the Lien hereof, be held by the Trustee and, subject as aforesaid, 
shall be paid by it to the Company upon receipt by the Trustee of: 

( i )  a Company Request requesting such payment; 
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(ii) an Expert’s Certificate stating: 

not constitute Funded Property; and 

Additions which do not constitute Funded Property (excluding, to the extent of such loss, the property on or with respect to 
which such loss was incurred), after making deductions therefrom and additions thereto of tlie character conternplated by 
Section 1.03, is not less than zero (0) or (11) that the amount of such loss does not exceed the aggregate Cost or Fair Value to the 
Company (whichever is less) of Property Additions acquired, made or constructed on or after the ninetieth (90th) day prior to the 
date of the Company Request requesting such payment; or 

amount referred to in subclause (B)(I) above (showing in reasonable detail the calculation thereof); and 

(iii) if the Expert’s Certificate required by clause (ii) above contains neither of the statements contemplated in clause (ii)(B) 
above, an amount in cash, to be held by the Trustee as part of the Mortgaged PI operty, equal to the amount shown in clause (ii)(C) 
above. 

To the extent that the Company shall be entitled to withdraw proceeds of insurance pursuant to this subsection (c), such proceeds 

(d) Whenever under the provisions of this Section the Company is required to deliver moneys to the Trustee and at the same time 

(A) that such moneys were paid to or received by the Trustee on account of a loss on or with respect to property wliich does 

(B) if true, either (I) that the aggregate amount of the Cost or Fair Value to the Company (whichever is less) of all Property 

(C) if neither ofthe statements contemplated in subclause (B) above can be made, the amount by which zero (0) exceeds the 

shall be deemed not to constitute Funded Cash. 

shall have satisfied the conditions set forth herein for payment of moneys by the Tiustee to the Company, there shall be paid to or 
retained by the Trustee or paid to the Company, as the case may be, only tlie net amount. 

SECTION 17.14. RECORDING, FILING, ETC. 

The Company shall cause this Indenture and all indentures arid instruments supplemental hereto (or notices, memoranda or 
financing statements as may be recorded or filed to place third parties on notice thereof) to be promptly recorded and filed and 
re-recorded and re-filed in such manner and in such places, as may be required by law in ordet fully to preserve and protect the 
security of the Holders of the Securities and all rights of the Trustee and to perfect and maintain the perfection of any security interest 
granted to the Trustee hereunder or thereunder, and shall furnish to the Trustee: 

(a) promptly after the execution and delivery of this Indenture and of each supplemental indenture, an Opinion of Counsel either 
stating that in the opinion of such counsel this Indenture or such supplemental indenture (or any other instrument, resolution, 
certificate, notice, memorandum or financing statement in connection therewith) has been properly recorded and filed, so as to make 
effective the Lien intended to be created hereby or thereby and to perfect 
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any security interest granted to the Trustee hereunder ot thereunder, and reciting the details of such action, or stating that in the 
opinion of such counsel no such action is necessary to make such Lien effective or to perfect such security interest. The Company 
shall be deemed to be in compliance with this subsection (a) if(i) the Opinion of Counsel herein required to be delivered to the 
Trustee shall state that this Indenture or such supplemental indenture (or any other instrument, resolution, certificate notice. 
memorandum or financing statement in connection therewith) has been received for record or filing in each jurisdiction in which it is 
required to be recorded or filed and that, in the opinion of such counsel (if such is the case), such receipt for record or filing makes 
effective the Lien intended to be created by this Indenture or such supplemental indenture or perfects such security interest, and 
(ii) such opinion is delivered to the Trustee within such time, following the Execution Date or the date of execution and delivery of 
such supplemental indenture, as shall be practicable having due regard to the number and distance of the jurisdictions in which this 
Indenture or such supplemental indenture (or such other instrument, resolution, certificate, notice, memorandum or financing 
statement in connection therewith) is required to be recorded or filed; and 

such counsel such action has been taken, since the date of the most recent Opinion of Counsel furnished pursuant to this subsection 
(b) or the first Opinion of Counsel furnished pursuant to subsection (a) of this Section, with respect to the recording, filing, 
rerecording, and re-filing of this Indenture and of each indenture siipplemental to this Indenture (or any other instrument, resolution, 
certificate, notice, memorandum or financing statement in  connection therewith), as is necessary to maintain the effectiveness of the 
Lien hereof and to maintain the perfection of any security interest granted to the Trustee hereunder, and reciting such action, or 
(ii) that in the opinion of such counsel no such action is necessary to maintain the effectiveness of such Lien or the perfection of such 
security interest. 

acts as may he necessary or proper to carry out the purposes of this Indenture and to make subject to the Lien hereof any property 
hereafter acquired, made or constructed and intended to be subject to the Lien heteof, and to transfer to any new trustee or trustees or 
co-trustee or co-trustees, the estate, powers, instruments or funds held iii trust hereunder. 

This Indenture is a “utility mortgage” as delined in Ohio Revised Code Section 1701 ”66 and, as more fully set forth in the Second 
Granting Clause above, is intended to encumber after-acquired property. 

This Indenture constitutes a fixture filing within the meaning of Ohio Revised Code Section 1309.502 and covers goods which are 
or may become fixtures related to the real property encumbered by this Indenture and any amendments or supplements hereto. 

(b) on or befote October 1 of each year, beginning October 1, 2009, an Opinion of Counsel stating either (i) that in the opinion of 

The Company shall execute and deliver such supplemental indenture or indentures and such further instruments and do such further 

E N D  OF ARTICLE SEVENTEEN] 
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This instrument may be executed in any number of counterparts, each of which so executed shall be deemed to be an original, but 

IN WITNESS WHEREOF, the parties hereto have caused this Indenture to be duly executed as of the day and year first above 

all such counterparts shall together constitute but one and the same instrument. 

written. 

DUKE ENERGY ONIO, INC. 

BY 
M. Allen Carrick 
Assistant Treasurer 
-127- 
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THE BANK OF NEW YORK MEL,LON TRUST 
COMPANY, N.A., as Trustee 

BY 
[Name] 
Vice President 
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Acknowledged and agreed solely as to the 
matters set forth in clauses (a) and (d) of 
the “Recitals of the Company”: 

THE BANK OF NEW YORK MELLON, 
as Resigning Trustee 

BY 
[Name] 
Vice President 
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STATE OF NORTH ) 

COUNTY OF 1 

CAROLJNA 
) ss: 

MECKL.ENBURG 

BE IT REMEMBERED, that on this ___ day of March, 2009, before me, the undersigned, a notary public in and for the County 
and State aforesaid, duly commissioned and qualified, personally appeared M. Allen Carrick, personally known to me to be the same 
person whose name is subscribed to the foregoing instrument, and personally known to me to be an Assistant Treasurer of Duke 
Energy Ohio, Inc., an Ohio corporation, and acknowledged that he signed and delivered said instrument as his free and voluntary act 
as such Assistant Treasurer, and as the free and voluntary act of said Duke Energy Ohio, Inc., for the uses and purposes therein set 
forth; in pursuance of the power and authority granted to him by resolution of the Board of Directors of said Company. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial seal the day and year aforesaid. 

(NOTARIAL SEAL,) 

[Name], Notary 
My commission expires: 
County of residence: 

Notary Public 
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STATE OF GEORGIA ) 

COUNTY OF FULTON ) 

and State aforesaid, duly commissioned and qualitied, personally appeared , personally known to me to be the same 
person whose name is subscribed to the foregoing instrument, and personally known to me to be a Vice President of The Bank of New 
York Mellon Trust Company, N.A., a national banking association, and acknowledged that [he/she] signed and delivered said 
instrument as [hidher] free and voluntary act as such Vice President, and as the free and voluntaiy act of said The Bank of New York 
Mellon Trust Company, N.A., for the uses and purposes therein set forth; in pursuance of the power and authority granted to [him/her] 
by the bylaws of said association. 

) ss: 

BE IT REMEMBERED, that on this ___ day of March, 2009, before me, the undersigned, a notary public in and for the County 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial seal the day and year aforesaid. 

(NOTARIAL SEAL) 

[Name], Notaiy 
My commission expires: 
County of residence: 

Nolaiy Public 
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EXHIBIT A 

RECORDING DATA 

DIJKE ENERGY OHIO, INC. 
(formerly The Cincinnati Gas & Electric Company) 

MORTGAGE AND SUPPLEMENTAL INDENTURES 
A- 1 
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EXHIBIT B 

REAL PROPERTY ACQUIRED BETWEEN DECEMBER 1,1985, 

AND THE DATE OF THIS FORTIETH SUPPLEMENTAL INDENTURE 
THE DATE OF THE TWENTY-FIFTH SIJPPLEMENTAL INDENTURE, 

B- 1 
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EXHIBIT C 

SCHEDULE OF REAL PROPERTY HOLDINGS 
c- 1 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the 

Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): December 17,2008 

DUKE ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 
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(State or Other Jurisdiction 

of Incorporation) 
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(Commission 
File Number) 

526 South Church Street, Charlotte, North Carolina 28202 
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(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY OHIO, INC. 
(Exact Name 01Registrant as Specified in its Charter) 

001 -1 232 
(Commission 
File Number) 

20-2777218 
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Identification No.) 

31-0240030 
(IRS Employer 

Identification No.) 

139 East Fourth Street, Cincinnati, Ohio 45202 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

0 
c] 
0 
0 

Written communications pursuant to Rule 425 under the Securities Act ( I7  CFR 230.425) 
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
Pie-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act ( 1  7 CFR 240.14d-2(b)) 
Pie-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240. 13e-4(c)) 
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Item 8.01. Other Events. 

On December 17,2008, Duke Energy Ohio, Inc. announced that the Public 1Jtilities Commission of Ohio (PUCO) approved the 
settlement agreement on its electric security plan under Ohio’s new energy law. The agreement establishes generation rates for 2009 
through 201 1 I The settlement agreement was reached with most intervening parties, the Staff of the PUCO and the Ohio Consumers’ 
Counsel in October and was then sent to the P‘LJCO for approval. 1Jnder the settlement terms, the base cost for generation service will 
increase by approximately 2 percent of the total bill annually in 2009 and in 2010 for residential customers, and each year from 2009 
through 201 1 for non-residential customers. Additionally, the bill for generation setvice will continue to include cost-based trackers 
for fuel and purchased power, capacity purchases and environmental compliance expenditures. 

An overview providing additional detail on the settlement is attached to this Form 8-K as Exhibit 10.1. 

Item 9.01. Financial Statements and Exhibits 

(d) Exhibits. 

IO.  1 Electric Security Plan (ESP) Settlement Overview. 

SIGNATURES 

Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

DUKE ENERGY CORPORATION 

Date: December 22. 2008 

Date: December 22, 2008 

By: /stMyron L. Caldwell 
Name: Myron L. Caldwell 
Title: Senior Vice President, Rates 

and Regulatoiy Accounting 

DUKE ENERGY OHIO, INC. 

By: Is /  Myron L. Caldwell 
Name: Myron L. Caldwell 
Title: Senior Vice President, Rates 

and Regulatory Accounting 
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Exhibit 10.1 

__________ ~- 

Duke Energy Ohio 
Electric Security Plan (ESP) Settlement Overview 

Background - Ohio Electric Market (Past and Present) 
Ohio Amended Substitute Senate Bill No. 221 (SB221) signed May 1 ,  2008 (effective July 31, 2008) 

Settlement and PUCO Order 

Pricing and Customer Impacts 

Duke Energy Ohio filed its ESP on July 3 1, 2008 

Settlement agreement filed on October 27,2008 
PUCO Order issued December 17,2008 
3-year Plan: January 1,2009 -December 31,201 1 

Pricing Impacts 

Note: Residential and non-residential RTC revenue and equivalent amortization expense terminates 12/3 1/08 and 
12/3 1/10, respectively. 

Deferral of up to $50MM Beckjord Station O&M, amortized over 3 years (no revenue impact - only amortization 
expense) 

($ in millions) 2009 2010 2011 

Amortization Expense ~~ $ A 1 7  $ 
t! ___._____.I_____- lamed 2009 Beckjord _---.-.-..--.--.I O&M I-kl.--. 5oj I 
1 __ - D ~ ! ~ ~ B e c k j ~ ~ ~ o & M ~ ~ ~ ~ _ _ - - - ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ - -  ~!KII%$~IT!$~I 

* Customer Impacts (as % of total bill) 

* 
Overall annual average increase = 2% in 2009 and 201 0, and 1.2% in 201 1 
Average impact by customer class(exc1uding distribution rate case impacts): 

Cost-Based Trackers 

* 
* 

Residential = 2% in 2009 and 2010, and 0% in 201 1 
Commercial and Industrial = 2% i n  each year 

Retain existing trackers for: 
Fuel, purchased power and emission allowances (currently FPP, new name PTC-FPP) 
Environmental, homeland security & change in tax law (currently AAC, new name PTC-AAC) 
Capacity purchases (currently SRT, new name SRA-SRT) 

* 
New unavoidable trackers for: 
Replaces DSM tracker with new energy efficiency tracker (Save-A-Watt) (Rider DR-SAW) 

lnfiastructure modernization (SmartGrid) (Rider DR-IM) - Provides for deferral of costs and accumulation 
of carrying charges between point of expenditure and inclusion of such costs in  the rider; 
Economic competitiveness (customer incentives approved by PUCO) (Rider DR-ECF) 

Projected Average Price-to-Compare ($/MWh) 

Settlement withdrew the proposed inflation ad,justment rider and the unavoidable newly dedicated capacity rider 

Settlement allows the gas generation assets to be sold or transferred to an affiliated GenCo 

Source: Duke Energy Ohio, In, 8-K, December 22, 2008 



Existing dedicated assets to continue serving Duke Energy Ohio customers during the 3-year term of the ESP 

* Earnings Test 
ROE threshold = 15% 

* ROE excludes purchase accounting & goodwill, mark-to-market accounting, and material non-recurring gains and losses 

Source: Duke Energy Ohio, In, 8-K, December 22, 2008 



Duke Enerw Ohio 

Price Structure Transition From RSP to ESP 

R&r PTGFPP 

-- Base FwI.PP. E x  _- 
Base Gemration Ri&r PTC-BG 

h i d a b l e  

kident iel  = Urnidable 
Non-Reridmiid = h i d a b l e  h i t h  commitment! 

m E- 

PTC = Priceto h p m  
S RA = SyAem Rscurce &quay 

DR = i3stnhnionRkler 
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PART I 

Item 1. Financial Statements. 

PART I 

PART I 

PART II 

PART I 

Item 2. 

Item 4. 

PART II. 

Manaaement s Discussion and Analvsis of Financial Condition and 
Results of Operations. 
,Controls and Procedures. 

Item 1. Leaal Proceedings 
Item 1A. Risk Factors 
Item 6. -._. Exhibits 
SI G N ATU RES 
EX-31 .I (CERTIFICATION OF THE CEO PURSUANT TO SECTION 302) 

--. EX-31.2 (CERTIFICATION OF THE CFO PURSUANT TO, SECTION 302) 

-. EX-32.1 (CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1359  

EX-32.2 (CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350) 



Table of Contents 
UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, 0°C. 20549 

FORM IO-Q 
(Mark One) 

El QUARTERLY REPORT PURSUANTTO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the quarterly period ended September 30, 2008 Or 

0 TRANSITION REPORT PURSUANTTO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the transition period from to 

Commission file number 1-1232 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

Qhio 
(State or Other Jurisdiction of Incorporation) 

139 East Fourth Street 
Cincinnati, OH 

(Address of Principal Executive Offices) 

31-0240030 
(IRS Employer Identification No.) 

45202 
(Zip code) 

704-594-6200 
(Registrant's telephone number, including area code) 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 
months (or for such shorter period that the registrants were required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YesEl N o 0  

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions of 
"large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b2 of the Exchange Act. (Check one): 

Large accelerated filer 
Non-accelerated filer L3 

(Do not check if a smaller reporting company) 

Accelerated fi ler0 
Smaller reporting company 0 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 126-2 of the Securities Exchange Act of 1934). 
yeso NOR 

All of the registrant's common stock is indirectly owned by Duke Energy Corporation (File No. 1-32853) which is a reporting company under the Securities Exchange Act of 
1934, as amended. 

The registrant meets the conditions set forth in General Instructions H(l)(a) and (b) of Form 10-Q and is therefore filing this form with the reduced disclosure format specified in 
General Instructions H(2) of Form 10-Q. 

Saurce: Duke Energy Ohio, In, 10-Q, November  13, 2008 
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1. Financial Statements 
Unaudited Consolidated Statements of Operations for the Three and Nine Months Ended SeDtember 30. 2008 and 2007 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 
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35 

This document includes forward-looking statements within the meaning of Section 27Aof the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 
1934. Forward-looking statements are based on management's beliefs and assumptions These forward-looking statements are identified by terms and phrases such as 
"anticipate," "believe," "intend." "estimate," "expect," "continue," "should," "could," "may," "plan," "project," "predict," "will," "potential," "forecast," "target," and similar expressions 
Forward-looking statements involve risks and uncertainties that may cause actual results to be materially different from the results predicted. Factors that could cause actual 
results to differ materially from those indicated in any forward-looking statement include, but are not limited to: 

* State and federal legislative and regulatory initiatives, including costs of compliance with existing and future environmental requirements; 

* State and federal legislative and regulatory initiatives and rulings that affect cost and investment recovery or have an impact on rate structures: 

- Costs and effects of legal and administrative proceedings, settlements, investigations and claims; 

* Industrial, commercial and residential growth in Duke Energy Ohio, Inc's (Duke Energy Ohio) service territories: 

* Additional competition in electric markets and continued industry consolidation: 

. The influence of weather and other natural phenomena on Duke Energy Ohio's operations, including the economic, operational and other effects of storms. hurricanes, 
tornados, droughts and other natural phenomena; 

The timing and extent of changes in commodity prices and interest rates: 

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

* The performance of electric generation facilities; 

The results of financing efforts, including Duke Energy Ohio's ability to obtain financing on favorable terms, which can be affected by various factors, including Duke 
Energy Ohio's credit ratings and general economic conditions: 

Declines in the market prices of equity securities and resultant cash funding requirements of Duke Energy Ohio for Cinergy Corp.'s defined benefit pension plans; * 

* The level of creditworthiness of counterparties to Duke Energy Ohio's transactions; 

- Employee workforce factors, including the potential inability to attract and retain key personnel: 

* Growth in opportunities for Duke Energy Ohio's business units, including the timing and success of efforts to develop power and other projects: and 

* 

In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a 
The effect of accounting pronouncements issued periodically by accounting standard-setting bodies. 

different time than Duke Energy Ohio has described Duke Energy Ohio undertakes no obligation to publicly update or revise any forward-looking statements, whether as a 
result of new information. future events or otherwise. 

Source: Duke Energy Ohio, In, 10-Q, November 13,2008 
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PART I I FINANCIAL INFORMATION 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Unaudited) 
(In millions) 

Item 1. Financial Statements. 

Three Months Ended Nine Months Ended 
September 30, September 30, 

See Notes to Wnaudited Consolidated Financial Statements 
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PART I 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS 

(Unaudited) 
(In millions) 

December 31, September 30, 

~ - 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS-(Continued) 

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

SeDtember 30, December 31, 

__ ___ ____- 
bommon Stockholder’s Equity I - a l : I : : L : - 3  

Common Stock, $8.50 par value, 120,000,000 shares authorized: 89,663,086 shares outstanding at September 30, 2008 
_.. --- 

I b Z  __ 762 
7 : 1 : 7 - + - 1 : 1 ~  

and December 31,2007 
1 Additional paid-in capital 

Retained e a r n i n g s -  
[ Accumulated other compr- ~- ( 11 ?--- -25 

1 Total Liabilities and Common Stockholder’s Equlv--_- l a  22,0541 1 . p 1 ___- 11,677u 
6,784 6,534 Total common stockholder’s equity 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 
(In millions) 

Nine Months Ended 
September 30, 

2008 2007 

$ 204 
i I 11 bASH FLOWS FROM OPERATING ACTIVITIES 

[ 
Net income 
Adjustments to reconcile net income to net cash provided by operating activities: 308 I I 295 1 1  

(G&s) losses on sales of other assets and other& r- I (4Q I I n  

Contribu$on to company-sponsored pension and other post-retirement benefit plans l i  I I l@Il 

De reciation and amortization 

im airmentchar es 

Accrued ension and other post-retirement benefit costs 16 
L-. De?erred lncomegtaxes 

Increase) decrease in: -2 Net realized and unrealized mark-to-market and hedging transactions ~- 1 1(19 1 - LJ 
Receivables 168 71 

-~ __-.___ r- tnventory ___-_.- 
Other current assets ~ 

I 
Accounts payable 
Taxes accrued - . - ~  .____-__.-_ ~ ___ ~ ~ -- 

Other assets 
Other liabilities 1 I I I (  739 1 I 1 (46DJ 

389 439 
------ 

Other 
i Net cash used in investing activities I I K331) I 
1 Issuance of tong-term debt 

~ 

[ Notes p a y a b l e a p e r  _. 

1 Dividends to parent .___.____ 

CASH FLOWS FROM FINANCING ACTIVITIES 
7q 1 

Redemption of long-term debt 

Notes payable to affiliate. net 

Capital contribution from parent 

.- 

Net cash provided by (used in) financing activities I I 1250: I i 1 (31m 
Net increase (decrease) in cash and cash equivalents -- 308 (2? 

[ Cash and cash equlvalents at beginning of period 34 1 I 45 I I 1  
Cash and cash equivalents at end of period $ 341 $ 23 

See Notes to Unaudited Consolidated Financial Statements 
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PART I 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY AND COMPREHENSIVE INCOME 

(Unaudited) 
(In millions) 

Accumulated Other Comprehensive 
income (Loss) 

Pension and 
OPEB 

Net Gains Related 
(Losses) on Adjustments Additional 

Common Paid-in Retained Cash Flow to 
Stock Capital Earnings Hedges AOCl Total 

Balance at December 31,2006 c6 1764 b p 5 q l  i$ I ( 36) 1 Is I (  291 is 16 ,3801 1 -~ 
,6011 1 i$ I 

7n4 

(a) 

(b) 

(c) 

(d) 

Net of $1 tax expense in 2007 

Net of $2 tax benefit in 2007 

Net of $7 tax expense in 2008 

Net of insigniticant tax expense in 2008. 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
Notes To Unaudited Consolidated Financial Statements 

1. Basis of Presentation 

Cinergy Corp. (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation (Duke Energy). Duke Energy Ohio is a combination electric and gas public utility 
company that provides service in the southwestem portion of Ohio and through its wholly-owned subsidiary, Duke Energy Kentucky, Inc. (Duke Energy Kentucky), in nearby 
areas of Kentucky, as well as unregulated electric generation in parts of Ohio, Illinois, indiana and Pennsylvania Duke Energy Ohio's principal lines of business include 
generation, transmission and distribution of electricity, the sale of andlor transportation of natural gas, and energy marketing Duke Energy Kentucky's principal lines of 
business include generation, transmission and distribution of electricity as well as the sale of andlor transportation of natural gas. Except where separately noted, references to 
Duke Energy Ohio herein relate to the consolidated operations of Duke Energy Ohio, including Duke Energy Kentucky. These Unaudited Consolidated Financial Statements 
include, after eliminating intercompany transactions and balances, the accounts of Duke Energy Ohio and all majority-owned subsidiaries where Duke Energy Ohio has control, 
as well as Duke Energy Ohio's proportionate share of certain generation and transmission facilities in Ohio, Kentucky and lndiana 

These Unaudited Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles (GAAP) in the United States of 
America (U.S.) for interim financial information and with the instructions to Form 1 0 4  and Regulation S-X. Accordingly, these Unaudited Consolidated Financial Statements do 
not include all of the information and notes required by GAAP in the IJ.S for annual financial statements. Because the interim Unaudited Consolidated Financial Statements 
and Notes do not include ail of the information and notes required by GAAP in the U.S. for annual financial statements, the Unaudited Consolidated Financial Statements and 
other information included in this quarterly report should be read in conjunction with the Unaudited Consolidated Financial Statements and Notes in Duke Energy Ohio's Form 
10-K for the year ended December 31, 2007. 

These Unaudited Consolidated Financial Statements reflect ail normal recurring adjustments that are, in the opinion of management, necessary to fairly present Duke 
Energy Ohio's financial position and results of operations Amounts reported in the interim Unaudited Consolidated Statements of Operations are not necessarily indicative of 
amounts expected for the respective annual periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, the timing of maintenance 
on electric generating uniis, changes in mark-to-market valuations. changing commodity prices and other factors 

Use of Estimates. To conform to GAAP in the U.S., management makes estimates and assumptions that affect the amounts reported in the Unaudited Consolidated 
Financial Statements and Notes. Although these estimates are based on management's best available information at the time, actual results could differ 

Reclassifications. Certain prior period amounts on the consolidated Balance Sheets have been reclassified in connection with the adoption of Financial Accounting 
Standards Board (FASB) Staff Position (FSP) No. FIN 39-1, "Amendment of FASB lnterpretation No (FIN) 39, Offsetting ofAmounts Related to Certain Contracts," (FSP No. 
FIN 39-1) on January 1, 2008, as discussed below, the effects of which require retrospective application to the Consolidated Balance Sheets. 

Netting of Cash Collateral and Derivative Assets and Liabilities Under Master Netting Arrangements. On January 1, 2008. Duke Energy Ohio adopted FSP No. FIN 
39-1. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value amounts (or amounts that approximate fair value) recognized on its Consolidated Balance 
Sheets related to cash collateral amounts receivable or payable against fair value amounts recognized for derivative instruments executed with the same counterparty under 
the same master netting agreement. Prior to the adoption of FSP No. FIN 341,  Duke Energy Ohio offset the fair value amounts recognized for derivative instruments executed 
with the same counterparty under the same master netting agreement in accordance with FIN 39, "Offsetting ofAmounts Related to Certain Contracts," but presented cash 
collateral on a gross basis within the Consolidated Balance Sheets. At September 30. 2008 and December 31, 2007, Duke Energy Ohio had receivables related to the right to 
reclaim cash collateral of approximately $9 million and $5 million, respectively, and had payables related to obligations to return cash collateral of an insignificant amount at 
each balance sheet date that have been offset against net derivative positions in the Consolidated Balance Sheets. Duke Energy Ohio had cash collateral receivables of 
approximately $64 million and $15 million under master netting arrangements that have not been offset against net derivative positions at September 30, 2008 and 
December 31, 2007 respectively, as these amounts primarily represent initial margin deposits related to NYMEX futures contracts. Duke Energy Ohio had insignificant cash 
collateral payables under master netting arrangements that have not been offset against net derivative positions at September 30, 2008 and December 31, 2007. 

Unbllled Revenue. Revenues on sales of electricity and gas are recognized when either the service is provided or the product is delivered. Unbiiled revenues are 
estimated by applying an average revenue per kilowatt-hour or per thousand cubic feet (Mcf) for all customer classes to the number of estimated kilowatt-hours or Mcf's 
delivered but not billed The amotint of unbiiied revenues can vary sig- 

Nature of Operations and Basis of Consolidation. Duke Energy Ohio, inc. (Duke Energy Ohio), an Ohio corporation organized in 1837, is a wholly-owned subsidiary of 
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nificantly period to period as a result of factors including seasonality, weather, customer usage patterns and customer mix. Unbilled revenues, which are included in 
Receivables on the Consolidated Balance Sheets, primarily relate to wholesale sales at Commercial Power and were approximately $36 million and $38 million at 
September 30, 2008 and December 31, 2007, respectively. Additionally, receivables for unbilled revenues of approximately $105 million and $145 million at September 30, 
2008 and December 31, 2007, respectively, related to retail accounts receivable at Duke Energy Ohio and Duke Energy Kentucky are included in the sales of accounts 
receivable to Cinergy Receivables Company, LLC (Cinergy Receivables)" Duke Energy Ohio and Duke Energy Kentucky sell, on a revolving basis, nearly all of their retail 
accounts receivable and related collections to Cinergy Receivables, a bankruptcy remote, special purpose entity that is a wholly-owned limited liability company of Cinergy The 
securitization transaction was structured to meet the criteria for sale treatment under Statement of Financial Accounting Standards (SFAS) No. 140. "Accounting for Transfers 
and Servicing of Financial Assets and Extinguishments of Liabilities-a replacement of FASB Statement No 125," and, accordingly, Cinergy does not consolidate Cinergy 
Receivables and the transfers of receivables are accounted for as sales 

Other Regulatory Assets and Deferred Deblts. The state of Ohio passed comprehensive electric deregulation legislation in 1999, and in 2000, the Public lJtilities 
Commission of Ohio (PUCO) approved a stipulation agreement relating to Duke Energy Ohio's transition plan creating a Regulatory Transition Charge (RTC) designed to 
recover Duke Energy Ohio's generation-related regulatory assets and transition costs over a ten-year period beginning January 1, 2001 and ending December 2010. 
Accordingly, application of SFAS No. 71, "Accounting for Certain Types of Regulation" (SFAS No. 71), was discontinued for the generation portion of Duke Energy Ohio's 
business. Duke Energy Ohio has a RTC related regulatory asset balance of approximately $162 million and $239 million as of September 30, 2008 and December 31, 2007, 
respectively, which is classified in Other within Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 

2. Business Segments 

an Enterprise and Related Information": Franchised Electric and Gas and Commercial Power Duke Energy Ohio's chief operating decision maker regularly reviews financial 
information about each of these business segments in deciding how to allocate resources and evaluate performance. There is no aggregation within Duke Energy Ohio's 
reportable business segments. 

Franchised Electric and Gas, which conducts operations primarily through Duke Energy Ohio and its wholly-owned subsidiary Duke Energy Kentucky, generates, 
transmits, distributes and sells electricity in southwestern Ohio and northem Kentucky, as well as transports and sells natural gas in southwestern Ohio and northern Kentucky. 

Commercial Power owns, operates and manages non-regulated power plants and engages in the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants as well as other contractual positions. Commercial Power's generation asset fleet consists of Duke Energy Ohio's non-regulated 
generation in Ohio and five Midwestern gas-fired non-regulated generation assets that were transferred from Duke Energy in connection with Duke Energy's merger with 
Cinergy in April 2006. Commercial Power's assets comprise approximately 7.600 megawatts of power generation primarily located in the Midwestern US.  The asset portfolio 
has a diversified fuel mix with baseload and mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units. Most of the generation asset output in Ohio 
has been contracted through the rate stabilization plan (RSP) (see Note 11) 

The remainder of Duke Energy Ohio's operations is presented as Other While it is not considered a business segment, Other primarily includes certain allocated 
governance costs (see Note 9) 

Duke Energy Ohio's reportable segments offer different products and services and are managed separately as business units. Accounting policies for Duke Energy Ohio's 
segments are the same as those described in the Notes to the Consolidated Financial Statements in Duke Energy Ohio's Annual Report on Form 10-K for the year ended 
December 31, 2007. Management evaluates segment performance based on earnings before interest and taxes from continuing operations (EBIT). On a segment basis, EBIT 
excludes discontinued operations and represents all profits from continuing operations (both operating and non-operating and excluding corporate governance costs) before 
deducting interest and taxes. 

Cash, cash equivalents, and short-term investments, if any, are managed centrally by Duke Energy, so the interest and dividend income on those balances are excluded 
from segment EBIT. Transactions between reportable segments, if any, are included in segment E517 

Duke Energy Ohio operates the following business segments, which are considered reportable business segments under SFAS No. 131 ~ "Disclosures about Segments of 
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/Three Months Ended September 30,2007 - 
- __ 

4q T, ;Commercial Power -i- - ~ _ _ _ ~  Franchised Electric and Gas 

Total reportable segment 955 229 107 
‘Other 
Interest expense 
:Interest income and other I I l - i  I I dl I I -1 

Total consolidated $ 955 $ 187 $ 107 

- -  -~ ______-_. I ___ ___ . I l + ? L  ~ - . . . t . - - L  -.-d - - 

__..____ 
Fine  Months Ended September 30,2008 ~ ________ I I lLZI$ZZII+-::Iq 

I I r n q  
.--..----JZIIIIIl -I ---l--E7G@l __ I L L Z 3  

I -i 

3 
commercial Power 1 1,379/ 253 I I 12q 

;Other- 

[Interest income and other I I I - i  I I 211 I I l i  

Franchised Electric and Gas ~- 1,312 $ __ 

P-- 
kommercial Power T- 1 1,292/ 254 1 

2,604 479 305 Totalreportable segment ______-- 
- ~ ____--_.__ ~ - --y$ ._ 

Total consolidated $ 2,604 $ 377 $ 305 

Interest expense _____ 
Interest income and other 

$-L 1 2 -  k-” 172 
p ine  Months E ~ S 5 % ~ ~ 2 0 0 7  
Franchised Electric and Gas 

1---1-=-1---r- __ ,-- 

--- ‘7- 
-4 I I I I3 

Total reportable segment __ 2,634 438 

- (73) - ~ _ _ _ ~  ( 5 ~ 1 -  
Interest expense 

Total consolidated $ 2,634 $ 328 $ 295 

(a) There were no intersegment revenues for the three and nine months ended September 30, 2008 and 2007. 
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Segment Assets 

3. Sales of Other Assets 

amount. For the nine months ended September 30, 2008, the sale of other assets resulted in approximately $64 million in proceeds and net pre-tax gains of approximately $46 
million recorded in (Losses) Gains on Sales of Other Assets and Other, net on the Consolidated Statements of Operations These gains primarily relate to Commercial Power's 
sales of zero cost basis emission allowances. 

For the three months ended September 30, 2007, the sale of other assets resulted in approximately $ 1  million in proceeds and net pre-tax losses of approximately $1 
million recorded in (Losses) Gains on Sales of Other Assets and Other, net on the Consolidated Statements of Operations. For the nine months ended September 30, 2007, the 
sale of other assets resulted in approximately $25 million in proceeds and net pre-tax losses of approximately $12 million recorded in (Losses) Gains on Sales of Other Assets 
and Other, net on the Consolidated Statements of Operations. These amounts primarily relate to Commercial Power's sales of emission allowances acquired in connection with 
Duke Energy's merger with Cinergy in April 2006, which were written up to fair value as part of purchase accounting. 

4. Inventory 

is recorded primarily using the average cost method. 

For the three months ended September 30, 2008, the sale of other assets resulted in approximately $4 million in proceeds and net pre-tax gains of an insignificant 

Inventory consists primarily of coal held for electric generation, materials and supplies, and natural gas held in storage for transmission and sales commitments. Inventory 

5. Debt and Credit Facilities 
Available Credit Facilitles and Capacity Utillzed Under Available Credit Faclllties. In March 2008, Duke Energy entered into an amendment to its $2.65 billion master 

credit facility whereby the borrowing capacity was increased by $550 million to $3.2 billion. Duke Energy has the unilateral ability under the master credit facility to increase or 
decrease the borrowing sub limits of each borrower, subject to maximum cap limitation, at any time. At September 30, 2008, Duke Energy Ohio and Duke Energy Kentucky had 
borrowing sub limits under Duke Energy's master credit facility of $700 million and $100 million, respectively. In October 2008, Duke Energy reallocated the borrowing sub limits 
under the master credit facility, which resulted in the reduction of Duke Energy Ohio's borrowing sub limit by $50 million to $650 million. Additionally, in October 2008, Duke 
Energy terminated the participation of one of the financial institutions supplying approximately $63 million of credit commitment under its master credit facility, which reduced 
the total credit facility capacity under Duke Energy's master credit facility to approximately $3.14 billion. This termination reduced Duke Energy Ohio's and Duke Energy 
Kentucky's borrowing sub limits by approximately $13 million and $2 million, respectively. The amount available to Duke Energy Ohio and Duke Energy Kentucky under their 
sub limits to Duke Energy's master credit facility has been reduced by drawdowns of cash, borrowings through the money pool arrangement, and the use of the master credit 
facility to backstop issuances of letters of credit and pollution control bonds, as discussed below 
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In September 2008, Duke Energy and its wholly-owned subsidiaries, including Duke Energy Ohio and Duke Energy Kentucky, borrowed a total of approximately $1 billion 
under Duke Energy's master credit facility" Of the approximate $ 1  billion, Duke Energy Ohio's and Duke Energy Kentucky's portions are approximately $276 million and $73 
million, respectively. The loan, which is a revolving credit loan, bears interest at the bank prime rate and is due in September 2009; however, Duke Energy Ohio and Duke 
Energy Kentucky have the ability under the master credit facility to renew the loan up through the date the master credit facility matures, which is in June 201 2. As Duke Energy 
Kentucky has the intent and ability to refinance this obligation on a long-term basis, either through renewal of the terms of the loan through the master credit facility, which has 
non-cancelable terms in excess of one-year, or through issuance of long-term debt to replace the amounts drawn under the master credit facility, Duke Energy Kentucky's 
borrowing is reflected as Long-Term Debt on the Consolidated Balance Sheets at September 30, 2008. Since Duke Energy Ohio does not have the intent to refinance these 
obligations on a long-term basis, Duke Energy Ohio's borrowing is reflected in Current Liabilities within Notes Payable and Commercial Paper on the Consolidated Balance 
Sheets at September 30,2008. These borrowings reduce Duke Energy Ohio's and Duke Energy Kentucky's available credit capacity under Duke Energy's Master Credit 
Facility, as discussed above. 

Duke Energy Ohio and its wholly-owned subsidiary, Duke Energy Kentucky, receive support for their short-term borrowing needs through their participation with Duke 
Energy and other Duke Energy subsidiaries in a money pool arrangement. Under this arrangementq those companies with short-term funds may provide short-term loans to 
aftlliates participating under this arrangement, The money pool is structured such that Duke Energy Ohio and Duke Energy Kentucky separately manage their cash needs and 
working capital requirements. Accordingly, there is no net settlement of receivables and payables of Duke Energy Ohio and Duke Energy Kentucky, as each of these entities 
independently participate in the money pool. As of September 30, 2008, Duke Energy Kentucky had net receivables of approximately $1 million, which are classified within 
Receivables in the accompanying Consolidated Balance Sheets, and Duke Energy Ohio had net borrowings of approximately $229 million. of which approximately $216 million 
is classified within Notes Payable and Commercial Paper, and approximately $13 million is classified as Long-Term Debt in the accompanying Consolidated Balance Sheets, as 
discussed below. As of December 31, 2007, Duke Energy Ohio and Duke Energy Kentucky had combined net borrowings of approximately $189 million, which are classified 
within Notes Payable and Commercial Paper in the accompanying Consolidated Balance Sheets. The $40 million and $74 million increases in the money pool borrowings 
during the nine months ended September 30, 2008 and 2007, respectively, are reflected in Notes Payable to Affiliate, net within Net cash provided by (used in) financing 
activities on the Consolidated Statements of Cash Flows. The $1 million increase in the money pool receivables during the nine months ended September 30, 2008 is reflected 
in Other within Net cash used in investing activities on the Consolidated Statements of Cash Flows. 

obligations by nature, are classified as Long-Term Debt on the Consolidated Balance Sheets due to Duke Energy Ohio's intent and ability to utilize such borrowings as 
long-term financing. Duke Energy's credit facilities with non-cancelable terms in excess of one year as of the balance sheet date give Duke Energy Ohio the ability to refinance 
these short-term obligations on a long-term basis Additionally, at September 30. 2008, approximately $13 million of borrowings via the money pool are classified as Long-Term 
Debt on the Consolidated Balance Sheets due to Duke Energy Ohio's intent and ability to utilize such borrowings as long-term financing Of the $84 million of pollulion control 
bonds outstanding at September 30, 2008, approximately $72 million were backstopped by Duke Energy's master credit facility, with the remaining balance backstopped by 
other specific credit facilities separate from the master credit facility. 

In September 2008, Duke Energy Kentucky and Duke Energy Indiana, Inc.. a wholly-owned subsidiary of Duke Energy, collectively entered into a $330 million letter of 
credit agreement with a syndicate of banks Under this letter of credit agreement, Duke Energy Kentucky may request the issuance of letters of credit up to approximately $51 
million on its behalf to support various series of variable rate demand bonds issued or to be issued on behalf of Duke Energy Kentucky This credit facility, which is not part of 
Duke Energy's master credit facility, may not be used for any purpose other than to support variable rate demand bonds issued by Duke Energy Kentucky and Duke Energy 
Indiana, Inc. 

Restrictive Debt Covenants. Duke Energy's credit agreement contains various financial and other covenants, including, but not limited to, a covenant regarding the 
debt-to-total capitalization ratio at Duke Energy, Duke Energy Dhio and Duke Energy Kentucky to not exceed 65%. Duke Energy Ohio's debt agreements also contain various 
financial and other covenants. Failure to meet these covenants beyond applicable grace periods could result in accelerated due dates and/or termination of the agreements As 
of September 30, 2008, Duke Energy, Duke Energy Ohio and Duke Energy Kentucky were in compliance with all covenants that would impact Duke Energy Ohio's or Duke 
Energy Kentucky's ability to borrow funds under the debt and credit facilities In addition, some credit agreements may allow for 

At September 30, 2008 and December 31, 2007, approximately $84 million and $96 million, respectively, of certain pollution control bonds, which are short-term 
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acceleration of payments or termination of the agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or some of its subsidiaries. 
None of the debt or credit agreements contain material adverse change clauses. 

6. Employee Benefit Obligations 

Cinergy, were as follows: 
Duke Energy Ohio participates in pension and other post-retirement benefit plans sponsored by Cinergy. Duke Energy Ohio's net periodic benefit costs, as allocated by 

Three Months Ended Nine Months Ended 
September 30, September 30, 

2008 2007 2008 2007 - - 
(In mllllons) 

ualified Pension Benefitsta) _-.-______I__. ~ . 3 1 1  . 4 
k G m - r e t i r e m e n t  Benefits@]--- 5 (2) $ 4  

(a) These amounts exclude approximately $1 million and $(2) million for the three months ended September 30, 2008 and 2007, respectively, and approximately $3 million 
and $5 million for the nine months ended September 30, 2008 and 2007, respectively, of regulatory asset amortization resulting from purchase accounting. 

(b) These amounts exclude insignificant amounts for the three months ended September 30, 2008 and 2007, respectively, and approximately $1 million and $2 million for the 
nine months ended September 30, 2008 and 2007, respectively, of regulatory asset amortization resulting from purchase accounting. 
During the third quarter of 2008, Duke Energy Ohio recorded pre-tax income of approximately $23 million related to the correction of errors related to the accounting for 

Duke Energy Ohio's other post-retirement benefit plans. Of this amount, approximately $20 million relates to errors in actuarial valuations prior to 2008 that would have reduced 
amounts recorded as other post-retirement benefit expense recorded during those historical periods and approximately $3 million relates to an error reflected in other 
post-retirement benefit expense for the first six months of 2008. 

participants. Duke Energy did not require Duke Energy Ohio to make contributions to the legacy Cinergy qualified or non-qualified pension plans during the three and nine 
months ended September 30, 2008 and Duke Energy does not anticipate requiring Duke Energy Ohio to make contributions to the legacy Cinergy qualified or non-qualified 
pension plans during the remainder of 2008. During the nine months ended September 30, 2007, approximately $350 million of qualified pension plan contributions were made 
to the legacy Cinergy qualified pension plans, of which approximately $83 million represents contributions made by Duke Energy Ohio. During the three and nine months ended 
September 30, 2007. approximately $32 million of other post-retirement plan contributions were made to the legacy Cinergy other post-retirement plans, of which approximately 
$9 million represents contributions made by Duke Energy Ohio. Additionally, Duke Energy Ohio participates in Cinergy sponsored employee savings plans that cover 
strbstantially all Duke Energy Ohio employees. Duke Energy Ohio made its proportionate share of pre-tax employer matching contributions of approximately $2 million and $5 
million during the three and nine months ended September 30, 2008, respectively. Duke Energy Ohio made its proportionate share of pre-tax employer matching contributions 
of approximately $1 million and $3 million during the three and nine months ended September 30, 2007, respectively. 

7. Goodwill and Intangibles 
Carrying Amount of Goodwill 

Duke Energy Ohio evaluates the carrying amount of its recorded goodwill for impairment under the guidance of SFAS No. 142, "Goodwill and Other lntangible Assets" 
(SFAS No. 142). At a minimum, SFAS No. 142 requires a goodwill impairment test to be performed annually as of the same date each year. Duke Energy Ohio performs its 
annual impairment testing of goodwill as of August 31 of each year, or more frequently if events or circumstances occur that would indicate the probability of impairment. As the 
fair value of each of Duke Energy Ohio's reporting units exceeded their respective carrying values at August 31, 2008, Duke Energy Ohio did not record any impairment 
charges in the third quarter of 2008 as a result of its annual impairment test. However, in light of recent market and economic events, management is reassessing the potential 
for any impairments to recorded goodwill balances. These assessments are in their early stages and management cannot yet predict the outcome. but it is possible that the 
current assessments could result in goodwill impairments being recorded at one or more reporting units. 

Duke Energy's policy is to fund amounts for its U.S. qualified pension plans on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 

13 

Source: Duke Energy Ohio, In, 1 0 4 ,  November 13, 2008 



Table of Contents 
PART I 

DUKE ENERGY OHIO. INC. 
Notes To Unaudited Consolidated Financial Statements-(Continued) 

The following table shows the components of goodwill by reportable business segment at September 30, 2008 and December 31, 2007: 

Balance Balance 
December 31, September 30, 

2007 Changes 2008 

Intangible Assets 
The carrying amount and accumulated amortization of intangible assets as of September 30, 2008 and December 31, 2007 are as follows: 

___ 1 (105y I-.-L.3!!!1 
(5) 

/4ccumulated amortization-gas, coal, and power contracts 
Accumulated amortization-other (5) 

i Total accumulated amortization I I I (llgll I I @I 
@ t a - ! % m g s L  ____ I 4 m  I 5 5 1 ~  

Emission allowances in the table above include emission allowances which were recorded at fair value on the date of Duke Energy's merger with Cinergy and emission 
allowances purchased by Duke Energy Ohio. Additionally, Duke Energy Ohio is allocated certain zero cost emission allowances on an annual basis. The change in the gross 
carrying value of emission allowances during the nine months ended September 30, 2008 is as follows: 

___ 1 246j1 
_________- 

Fross carry' value at September 30,2008 . ~ 

(a) Carrying value of emission allowances are recognized via a charge to expense when consumed. Carrying value of emission allowances sold or consumed during the three 
months ended September 30, 2008 and 2007 were $17 million and $34 million, respectively. Carrying value of emission allowances sold or consumed during the nine 
months ended September 30, 2008 and 2007 were $59 million and $134 million, respectively. 

See Note 3 for a discussion of gains and losses on sales of emission allowances by Commercial Power during the three and nine months ended September 30, 2008 and 
2007. 

See Note 8 for discussion of impairments of the carrying value of emission allowances of approximately $82 million during the three months ended September 30, 2008. 
Amortization expense for gas, coal and power contracts and other intangible assets for the three months ended September 30, 2008 and 2007 was approximately $6 

(b) 

(c) 

million and $13 million, respectively. Amortization expense for gas, coal and power contracts and other intangible assets for the nine months ended September 30, 2008 and 
2007 was approximately $16 million and $38 million, respectively. 
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Intangible Llabillties 

market based standard service offer (MBSSO) in Ohio, which is being recognized in earnings over the remaining regulatory period that ends on December 31, 2008. The 
carrying amount of this intangible liability was approximately $17 million and $67 million at September 30, 2008 and December 31, 2007. respectively. Duke Energy Ohio also 
recorded approximately $56 million of intangible liabilities associated with other power sale contracts in connection with the Duke Energy and Cinergy merger. The carrying 
amount of this intangible liability was approximately $18 million and $22 million a1 September 30, 2008 and December 31, 2007, respectively. During the three and nine months 
ended September 30, 2008, Duke Energy Ohio amortized approximately $18 million and $54 million, respectively, to income related to these intangible liabilities. During the 
three and nine months ended September 30, 2007, Duke Energy Ohio amortized approximately $15 miliion and $29 million, respectively, to income related to these intangible 
liabilities. Intangible liabilities are classified as Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets. 

In conneclion with the Duke Energy and Cinergy merger in April 2006, Duke Energy Ohio recorded an intangible liability of approximately $113 million associated with the 

8. Im airment Charges 
l%ission Allowances. On July 11. 2008, the U.S., Court of Ap eals for the Distrjct of Columbia issued a decision,vacating !he Clean Air Interstate Rule (CAIR). See Note 

12 for further discussion of the decision which resulted in sharp deches in market prices of sulfur dioxide (SOz) and nitro en oxide (NOx) allowances in the third quarter of 
2008 due to uncertainty associated with' future federal requirements to reduce emissions. Accordingly pursuant to SFAS 80 144 "Accounting for the lmpaiment or Dis osal of 
Long-Lived Assels," Duke Energy Ohio evaluated the carrying value of emission allowances held by ifs non-regulated businkssei for impairment at September 30, 2008 

Prior to its repeal the CAIR required 50% reductions in SO2 emissions beginning in 2010 and further 30% reduclions in SO2 emissions in 2015 beyond specified 
requiremenls These reductions were to be achieved by requiring the surrender of SO2 allowances in a ratio of two allowances per Ion of SO2 emitted beginning in 2010, up 
from a currenl one-to-one ralro escalating lo 2 86 allowances er Ion of SO2 emMed begrnnln in 2015 Taking inlo accounl these increases in emission allowance 
requiremenls under CAlR Commercial Power's forecasted S& emissions needed throu h 2037 exceeded the number of emission allowances held prior l o  the vacatlng of the 
CAlR Subsequent to the decision l o  vacale CAlR Commercial Power determined that itaad SO2 allowances in excess of forecasted emissions and those allowances held in 
excess of forecasted emissions from future generation required an im airment evaluation In performin the impairment evaluation for SO2 allowances a1 September 30 2008. 
management corn ared quoted market prtces for each vintage year aflowance to the carrying value of t\e related allowances in excess of forecasled emissions lhrou h'2038 
Due to the sharp &cline in market prices of SO2 allowances as discussed above Commercial Poaer recorded pre-tax impairment charges of approximatel $77 rnil%n related 
l o  forecasted excess SO2 allowances held at September 30 2008 Additionally Commercial Power recorded pre-tax impairment charges of a roximately $( million related to 
annual NOx allowances durin Ihe three months ended Sepfember 30, 2008 a i  these were also affected b the decision lo vacate the CAlR #ese impairment charges are 
recorded in Impairments and ?Ither Charges within Operaling Expenses on Ihe Consolidated Statements o! Operations 

Management will conlinue to assess the forecasted usage and carrying value of emission allowances going forward lo determine if further impairmenl write-downs are 
necessary See Note 7 for further information regarding the carrying value of emission allowances 

9. Related Party Transactions 

regulations Balances due to or due from related parties included in the Consolidated Balance Sheets as of September 30. 2008 and December 31 2007 are as follows 
Duke Energy Ohio engages in relaled party transactions which are generally performed at cos1 and in accordance with the applicable slate and federal commission 

September 30, December 31, 
2008 2007 

(- 
I ig 

I w 
jCurrent assets due from affiliated corn ankDl(b)----- _ _ ~ _ _ _ _ -  
Current liabilities due to affiliated c ~ \ n i e s ~ ~ ( c ) p  $ 

$ (1,401) 
on-current I i ab iEs  due to affiliated E o m m F ) - -  ___- 

Eet deferred tax liabilities to Duke E-&- $ (1,399) 
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Balances exclude assets or liabilities associated with accrued pension and other post-retirement benefits. Cinergy Receivables and money pool arrangements, all of which 
are discussed below. 

Of the balance at September 30, 2008, approximately $26 million is classified as Receivables, and approximately $4 million is classified as Other within Current Assets on 
the Consolidated Balance Sheets. The balance at December 31, 2007 is classified as Receivables on the Consolidated Balance Sheets 

Of the balance at September 30, 2008, approximately $(125) million is classified as Accounts Payable, approximately $(70) million is classified as Taxes Accrued, and 
approximately $(2) million is classified as Unrealized Losses on Mark-to-Market and Hedging Transactions on the Consolidated Balance Sheets. Of the balance at 
December 31, 2007. approximately $(256) million is classified as Accounts Payable and approximately $(IO) million is classified as Taxes Accrued on the Consolidated 
Balance Sheets 

The balance at September 30, 2008 is classified as Unrealized Losses on Mark-to-Market and Hedging Transactions on the Consolidated Balance Sheets 

Of the balance at September 30, 2008, approximately $( 1.458) million is classified as Deferred Income Taxes, approximately $(14) million is classified as Investment Tax 
credit, and approximately $73 million is classified as Other within Current Assets on the Consolidated Balance Sheets Of the balance at December 31, 2007, 
approximately $( 1,409) million is classified as Deferred Income Taxes, approximately $( 16) million is classified as Investment Tax Credit. and approximately $24 million is 
classified as Other within Current Assets on the Consolidated Balance Sheets. 
Duke Energy Ohio is allocated its proportionate share of corporate governance and other costs by a consolidated affiliate of Duke Energy and a consolidated affiliate of 

Cinergy. Corporate governance and other shared setvices costs are primarily allocations of corporate costs, such as human resources, legal and accounting fees, as well as 
other third party costs. The expenses associated with certain allocated corporate governance and other service costs for Duke Energy Ohio, which are recorded in Operation, 
maintenance and other within Operating Expenses on the Consolidated Statements of Operations were approximately $83 million and $67 million for the three months ended 
September 30, 2008 and 2007, respectively, and approximately $203 million and $183 million for the nine months ended September 30, 2008 and 2007, respectively. 

subsidiary. These expenses, which are recorded in Operation, maintenance and other within Operating Expenses on the Consolidated Statements of Operations, were 
approximately $4 million and $3 million for the three months ended September 30, 2008 and 2007, respectively, and approximately $11 million and $17 million for the nine 
months ended September 30, 2008 and 2007, respectively. Additionally, Duke Energy Ohio records income associated with the rental of office space to a consolidated affiliate 
of Duke Energy" Rental income was approximately $2 million for each of the three months ended September 30. 2008 and 2007, respectively, and approximately $7 million for 
each of lhe nine months ended September 30, 2008 and 2007, respectively 

share of expenses associated with these plans (see Note 6). Additionally, Duke Energy Ohio has been allocated accrued pension and other post-retirement benefit obligations 
from Cinergy of approximately $252 million at September 30, 2008 and approximately $266 million at December 31, 2007. These amounts have been classified in the 
Consolidated Balance Sheets as follows: 

Duke Energy Ohio incurs expenses related to its property insurance coverage through Bison Insurance Company Limited, Duke Energy's wholly-owned captive insurance 

Duke Energy Ohio participates in Cinergy's qualified pension plan, non-qualified pension plan and other post-retirement benefit plans and is allocated its proportionate 

September 30, December 31, 
2008 2007 

Dther current liabilities 
Accrued pension and other post-retirement benefit costs 

As discussed in Note 1, certain trade receivables h a v e ~ ~ y ~ n & ~ ~ o ~ n ~ R e c e i v a b l e s .  The proceeds obtained from the sales of receivables are 
largely cash, but do include a subordinated note from Cinergy Receivables for a portion of the purchase price. This subordinated note is classified as Receivables in the 
Consolidated Balance Sheets and was approximately $118 million and $189 million, as of September 30, 2008 and December 31, 2007, respectively The interest income 
associated with the subordinated note, which is recorded in Other Income and Expenses, net on the Consolidated Statements of Operations, was approximately $5 million and 
$6 million for three months ended September 30, 2008 and 2007, respectively, and approximately $17 million and $1 9 million for the nine months ended September 30, 2008 
and 2007, respectively. 

During the nine months ended September 30, 2007, Duke Energy Ohio received a $29 million capital contribution from its parent, Cinergy. Additionally, during the nine 
months ended September 30, 2007, Duke Energy Ohio paid dividends to its parent, Cinergy, of $135 million. 

As discussed further in Note 5, Duke Energy Ohio participates in a money pool arrangement with Duke Energy and other Duke Energy subsidiaries. The expenses 
associated with money pool activity, which are recorded in Interest Expense on the Consolidated Statements of Operations, were approximately $2 million and $4 million for the 
three months ended September 30, 2008 and 2007, respectively, and approximately $3 million and $7 million for the nine months ended September 30, 2008 and 2007, 
respectively. 

+--I- 242 $ 259 
-~ -__ 

Pther deferred credits and 
o t h e r ~ s - ~  .I___.__.-____ .. .. ~.. - r ~---5 ~ - ~ 2 ,  
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10. Risk Management Instruments 
As discussed in Note 1, on January 1,2008, D u k e  Energy Ohio adopted FSP No. FIN 39-1. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value 

amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or payable against fair value 
amounts recognized for derivative instruments executed with the same counterparty under the same master netting agreement Amounts presented in the table below exclude 
cash collateral amounts which are disclosed separately in Note 1. 

Net Derivatlve Portfolio Assets (Liabilities) reflected in the Consolidated Balance Sheets: 

The following table shows the carrying value of Duke Energy Ohio's derivative portfolio as of September 30, 2008, and December 31, 2007. 

September 30, December 31, 
2008 2007 - 

......-_I___-___-. - 
ETotal-_- ___ ~ _..I______.__ _ . . E-nE-:::I-xILI(m 

The amounts in the table above represent the combination of assets and (liabilities) for unrealized gains and losses on mark-to-market and hedging transactions on D u k e  

The $9 million change in the fair value of the hedging portfolio is due primarily to a gain on cash flow hedges at Commercial Power. 
The $28 million increase in the undesignated derivative portfolio fair value is due primarily to unrealized mark-to-market gains within Commercial Power, which primarily 

During the three and nine months ended September 30, 2008, Duke Energy Ohio included in earnings approximately $128 million of pre-tax losses and approximately $28 

Energy Ohio's Consolidated Balance Sheets 

consists of in-the-money contracts to purchase coal as a result of higher coal prices at September 30, 2008 as compared to December 31, 2007. 

million of pre-tax gains, respectively, related to mark-to-market adjustments on derivative contracts that do not qualify for hedge accounting. Duke Energy Ohio included in 
earnings approximately $4 million of pre-tax gains and an insignificant amount during the three and nine months ended September 30, 2007, respectively, related to 
mark-to-market adjustments on derivative contracts that do not qualify for hedge accounting. These amounts, which relate to the balances included within undesignated in the 
above table, primarily represent the mark-to-market impacts of derivative contracts used in Duke Energy Ohio's hedging of a portion of the economic value of its generation 
assets in Commercial Power. 

Commodity Cash Flow Hedges. As of September 30, 2008, approximately $30 million of the pre-tax unrealized net losses on derivative instruments related to 
commodity cash flow hedges included on the Consolidated Balance Sheet in Accumulated Other Comprehensive Loss are expected to be recognized in earnings during the 
next 12 months as the hedged transactions occur. However, due to the volatility of the commodities markets, the corresponding values in Accumulated Other Comprehensive 
Loss will likely change prior to their reclassification into earnings. 

No gains or losses due to hedge ineffectiveness were recorded during the three and nine months ended September 30,2008 and 2007, respectively. The amount 
recognized for transactions that no longer qualified as cash flow hedges was insignificant for the three and nine months ended September 30, 2008 and September 30. 2007, 
respectively. 

See Note 13 for additional information related to the fair value of D u k e  Energy Ohio's derivative instruments. 

17 

Source: Duke Energy Ohio, In, 10-Q, November 13, 2008 



Table of Contents 
PART I 

DUKE ENERGY OHIO, INC. 
Notes To Unaudited Consolidated Financial Statements-(Continued) 

11. Regulatory Matters 
Regulatory Merger Approvals 

renamed Duke Energy Corporation). As a condition to the merger approval, the PUCO and the Kentucky Public Service Commission (KPSC) required that certain merger 
related savings be shared with consumers in Ohio and Kentucky, respectively, The commissions also required Duke Energy Ohio and Duke Energy Kentucky to meet additional 
conditions. Key elements of these conditions include: 

On April 3, 2006, the merger between Duke Energy and Cinergy was consummated to create a newly formed company, Duke Energy Holding Corp. (subsequently 

* The PUCO required that Duke Energy Ohio provide (i) a rate reduction of approximately $15 million for one year to facilitate economic development in a time of 
increasing rates and market prices and (ii) a reduction of approximately $21 million to its gas and electric consumers in Ohio for one year, with both credits beginning 
January 1, 2006. During the first quarter of 2007, Duke Energy Ohio completed its merger related rate reductions and filed a report with the PUCO to terminate the 
merger credit riders. Approximately $2 million of the rate reductions was passed through to customers during the nine months ended September 30. 2007. 

The KPSC required that Duke Energy Kentucky provide $8 million in rate reductions to its customers over five years, ending when new rates are established in the 
next rate case after January 1, 2008. Less than $ 1  million and approximately $2 million of the rate reduction was passed through to customers during the three and 
nine months ended both September 30, 2008 and 2007, respectively 

The FERC approved the merger without conditions. 

* 

- 
Restrictions on  the Abil ity of Duke Energy Ohio to Make Dividends, Advances and Loans to Duke Energy Corporation. As a condition of approving the merger of 

Duke Energy and Cinergy, the state utility commissions imposed conditions (the Merger Conditions) on the ability of Duke Energy Ohio and Duke Energy Kentucky to transfer 
funds to Duke Energy through loans or advances, as well as restricted amounts available to pay dividends to Duke Energy. Duke Energy Ohio will not declare and pay 
dividends out of capital or unearned surplus without the prior authorization of the PUCO. Duke Energy Kentucky is required to pay dividends solely out of retained earnings and 
to maintain a minimum of 35% equity in its capital structure. At September 30, 2008, Duke Energy Ohio had restricted net assets of approximately $6.3 billion that may not be 
transferred to Duke Energy without appropriate approval based on the aforementioned Merger Conditions. 

Franchised Electric and Gas 
Rate Relatedlnformation. The KPSC approves rates for retail electric and gas services within the Commonwealth of Kentucky. The PUCO approves rates and market 

prices for retail gas and electric service within the state of Ohio, except that non-regulated sellers of gas and electric generation also are allowed to operate in Ohio (see 
"Commercial Power" below) The FERC approves rates for electric sales to wholesale customers served under cost-based rates. 

Duke Energy Ohio Electric Rate Filings. Duke Energy Ohio operates under a RSP, a MBSSO approved by the PUCO in November 2004. In March 2005, the Office of 
the Ohio Consumers' Counsel (OCC) appealed the PUCO's approval of the MBSSO to the Supreme Court of Ohio which issued its decision in November 2006, It upheld the 
MBSSO in virtually every respect but remanded to the PUCO on two issues The Supreme Court of Ohio ordered the PUCO to support a certain portion of its order with 
reasoning and record evidence and to require Duke Energy Ohio to disclose certain confidential commercial agreements with other parties previously requested by the OCC. 
Duke Energy Ohio has complied with the disclosure order. 

In October 2007, the PUCO issued its ruling affirming the MBSSO, with certain modifications, and maintained the current price. The ruling provided for continuation of the 
existing rate components, including the recovery of costs related to new pollution control equipment and capacity costs associated with power purchase contracts to meet 
customer demand, but provided customers an enhanced opportunity to avoid certain pricing components if they are served by a competitive supplier, The ruling also attempted 
to modify the statutory requirement that Duke Energy Ohio transfer its generating assets to an exempt wholesale generator (EWG) and ordered Duke Energy Ohio to retain 
ownership for the remainder of the RSP period. The ruling also incorrectly implied that Duke Energy Ohio's nonresidential RTC will terminate at the end of 2008. On 
November 23, 2007, Duke Energy Ohio filed an application for rehearing on the portions of the PUCO's ruling relating to whether certain pricing components may be avoided by 
customers, the right to transfer generating assets, and the termination date of the RTC. On December 19. 2007, the PUCO issued its Entry on Rehearing granting in part and 
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denying in part Duke Energy Ohio's Application for Rehearing Among other things. the PUCO modified and clarified the applicability of various rate riders during customer 
shopping situations. It also clarified that the residential RTC terminates at the end of 2008 and that the nonresidential RTC terminates at the end of 2010 and agreed to give 
further consideration to whether Duke Energy Ohio may transfer its generating assets to an EWG 

Energy Ohio's RSP. The October 2007 order permits non-residential customers to avoid certain charges associated with the costs of Duke Energy Ohio standing ready to serve 
such customers if they return after being served by another supplier, Duke Energy Ohio believes the PUCO exceeded its authority in modifying the charges that may be 
avoided, resulting in Duke Energy Ohio having to subsidize Ohio's competitive electric market. Duke Energy Ohio has asked the Ohio Supreme Court to reverse the PUCO 
ruling and require that non-residential customers pay the charges associated with Duke Energy Ohio standing ready to serve them should they return from a competitive 
supplier. On March 28. 2008, Duke Energy Ohio voluntarily withdrew its appeal. The OCC filed a notice of appeal challenging the PUCO's October 2007 decision as unlawful 
and unreasonable. The OCC and Ohio Partners for Affordable Energy (OPAE) also filed appeals from the PUCO's November 20, 2007 order approving Duke Energy Ohio's 
MBSSO riders. Duke Energy Ohio has intervened in each appeal. Pending the Ohio Supreme Court's consideration of its initial appeal, the OCC requested that the PUCO stay 
implementation of the Infrastructure Maintenance Fund charge to be collected from customers approved in the October 2007 order. The Commission denied the OCC's request 
and the OCC filed a similar request with the Ohio Supreme Court. On July 9, 2008. the court denied the OCC's request to stay implementation of the Infrastructure Maintenance 
Fund. On April 30, 2008, the Ohio Supreme Court granted Duke Energy Ohio's motion to intervene in the OCC's appeal. At this time, Duke Energy Ohio cannot predict whether 
the Ohio Supreme Court will reverse the PUCOs October 2007 decision. Additionally, Duke Energy Ohio cannot predict the outcome of the MBSSO rider appeal. 

New legislation (SB 221) was passed on April 23. 2008 and signed by the Governor of Ohio on May 1, 2008. The new law codifies the PUCO's authority to approve an 
electric utility's standard service offer through an electric security plan (ESP), which would allow for pricing structures similar to the current MBSSO Electric utilities are required 
to file an ESP and may also file an application for a market rate option (MRO) at the same time. The MRO is a price determined through a competitive bidding process If a 
MRO price is approved, the utility would blend in the MBSSO or ESP price with the MRO price over a six- to ten-year period, subject to the PUCO's discretion. SB 221 provides 
for the PUCO to approve non-by-passable charges for new generation, including construction work-in-process from the outset of construction, as part of an ESP The new law 
grants the PUCO discretion to approve single issue rate adjustments to distribution and transmission rates and establishes new alternative energy resources (including 
renewable energy) portfolio standards, such that the utility's portfolio must consist of at least 25% of these resources by 2025. SB 221 also provides a separate requirement for 
energy efficiency, which must reduce 22% of a utility's load by 2025. The ulility's earnings under !he ESP can be subject to an annual earnings test and the PUCO must order a 
refund if it finds that the utility's earnings significantly exceed the earnings of benchmark companies with similar business and financial risks The earnings test acts as a cap to 
the ESP price. SB 221 also limits the ability of a utility to transfer its designated generating assets to an EWG absent PlJCO approval 

On July 31, 2008, Duke Energy Ohio filed a new generation pricing formula to be effective January 1, 2009, when the current RSP is scheduled to expire. Among other 
things, the plan provides pricing mechanisms for compensation related to the advanced energy, renewables and energy efficiency portfolio standards established by SB 22 1 

On October 27, 2008, Duke Energy Ohio filed a Stipulation and Recommendation (Stipulation) for consideration by the PUCO regarding Duke Energy Ohio's July 31, 2008 
ESP filing, The Stipulation reflects agreement on all but two issues in this proceeding and is filed with the support of most of the parties to this proceeding. In addition to the 
Stipulation, the ability for residential governmental aggregation customers to avoid certain charges and to receive a shopping credit will be presented to the PUCO for a ruling. 
Parties to this proceeding who do not support the Stipulation may litigate any, or all, issues 

The Stipulation agrees to a net increase in base generation revenues of approximately $36 million, $74 million and $98 million in 2009, 2010 and 2011, respectively, 
including termination of the residential and non-residential RTC. Such amounts result in a residential net rate increase of 2% in 2009 and in 2010, and a non-residential net rate 
increase of 2% in 2009. 2010 and 2011 The Stipulation also allows the recovery of expenditures incurred to deploy SmartGrid infrastructure modernization technology on the 
distribution system. The recovery of such expenditures. net of savings, is subject to an annual residential revenue cap Further, the Stipulation allows for the implementation of 
a new energy efficiency compensation model, referred to as Save-A-Watt, to achieve the energy efficiency mandate 

On February 15, 2008, Duke Energy Ohio filed a notice of appeal with the Ohio Supreme Court challenging a portion of the PUCO's decision on remand regarding Duke 
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pursuant to the recent electric energy legislation. The criteria customers must meet to be exempt from Duke Energy Ohio's program will also be presented to the PUCO for a 
ruling in this case. Also, under the Stipulation, Duke Energy Ohio may defer up to $50 million of certain operation and maintenance costs incurred at the W C. Beckjord 
generating station and amortize such costs over a three-year period. 

Ohio sought an increase of approximately $34 million in revenue, or approximately 5.7%, to be effective in the spring of 2008 The application also requested approval to 
continue tracker recovery of costs associated with the accelerated gas main replacement program The staff of the PLlCO issued a Staff Report in December 2007 
recommending an increase of approximately $14 million to $20 million in revenue. The Staff Report also recommended approval for Duke Energy Ohio to continue tracker 
recovery of costs associated with the accelerated gas main replacement program. On February 28, 2008, Duke Energy Ohio reached a settlement agreement with the PUCO 
Staff and all of the intervening parties on its request for an increase in natural gas base rates. The settlement called for an annual revenue increase of approximately $18 million 
in base revenue, or 3% over current revenue, permitted continued recovery of costs through 2018 for Duke Energy Ohio's accelerated gas main replacement program and 
permitted recovery of carrying costs on gas stored underground via its monthly gas cost adjustment filing. The settlement did not resolve a proposed rate design for residential 
customers, which involved moving more of the fixed charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, 
from the per unit charges to the monthly charge. On May 28, 2008, the PlJCO approved the settlement in its entirety and the proposed rate design. On June 28, 2008, the OCC 
and OPAE filed Applications for Rehearing opposing the rate design. On July 23, 2008, the Ohio Commission issued an Entry denying the rehearing requests of OCC and 
OPAE. On September 16 and 19, 2008 respectively, OCC and OPAE filed their notices of appeal to the Ohio Supreme Court opposing the residential rate design issue. 

Duke Energy Ohio Electric Distribution Rate Case. On June 25, 2008, Duke Energy Ohio filed notice with the PUCO that it will seek a rate increase for electric delivery 
service of approximately $86 million, or 4.8% on total electric revenues, to be effective in the second quarter of 2009 Among other things, the rate request includes a proposal 
to increase the monthly residential customer charge from $4.50 to $10, with an offsetting reduction in the usage-based charge. This change in rate design will make customer 
bills more even throughout the year. Duke Energy Ohio also proposes a distribution modernization tracker that would allow smaller annual increases to reflect increased 
investment in the delivery system. The rate case test period may be updated to reflect certain expenses, such as costs related to storm damage. 

costs associated with an accelerated gas main replacement program. The approval authorized a tracking mechanism to recover certain costs including depreciation and a rate 
of return on the program's capital expenditures. The Kentucky Attorney General appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism as well 
as the KPSC's subsequent approval of annual rate adjustments under this tracking mechanism In 2005, both Duke Energy Kentucky and the KPSC requested that the court 
dismiss these cases. 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism and for a $14 million annual 
increase in base rates. A portion of the increase is attributable to recovery of the current cost of the accelerated gas main replacement program in base rates. In December 
2005, the KPSC approved an annual rate increase of $8 million and re-approved the tracking mechanism through 2011. In February 2006, the Kentucky Attorney General 
appealed the KPSC's order to the Franklin Circuit Court, claiming that the order improperly allows Duke Energy Kentucky to increase its rates for gas main replacement costs in 
between general rate cases, and also claiming that the order improperly allows Duke Energy Kentucky to earn a return on investment for the costs recovered under the tracking 
mechanism which permits Duke Energy Kentucky to recover its gas main replacement costs. 

In August 2007, the Franklin Circuit Court consolidated all the pending appeals and Nled that the KPSC lacks legal authority to approve the gas main replacement 
tracking mechanism, and any other annual rate adjustments under the tracking mechanism. To date, Duke Energy Kentucky has collected approximately $9 million in annual 
rate adjustments under the tracking mechanism and continues to utilize tracking mechanisms in its billed rates to customers Duke Energy Kentucky and the KPSC appealed 
these cases to the Kentucky Court ofAppeals. In November 2008, the Kentucky Court ofAppeals ruled fhat the KPSC had no legal authority to approve tracker recovery of gas 
main replacement costs prior to 2005. Duke Energy Kentucky is evaluating this ruling and cannot predict the outcome of these proceedings. 

The PUCO will consider the Stipulation and hear evidence beginning on November 10, 2008. 
Duke Energy Ohio Gas Rate Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas service. Duke Energy 

Duke Energy Kentucky Gas Rate Cases. In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, among other things, recovery of 
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Energy Efficiency. On July 11, 2007, the PUCO approved Duke Energy Ohio's Demand Side ManagemenUEnergy Efficiency Program (DSM Program). A series of DSM 
Programs were first proposed in 2006 and were endorsed by the Duke Energy Community Partnership, which is a collaborative group made up of representatives of 
organizations interested in energy conservation, efficiency and assistance to low-income customers. The program costs are recouped through a cost recovery mechanism that 
will be adjusted annually to reflect the previous year's activity Duke Energy Ohio is permitted to recover lost revenues, program costs and shared savings (once the programs 
reach 65% of the targeted savings level) through the cost recovery mechanism based upon impact studies to be provided to the Staff of the PUCO Duke Energy Ohio filed the 
Save-A-Watt Energy Efficiency Plan as part of its ESP filed with the PUCO on July 31, 2008 (discussed above). A Stipulation and Recommendation for consideration by the 
PUCO regarding Duke Energy Ohio's ESP filing, including implementation of Save-A-Watt, was filed on October 27, 2008. The ESP hearing occurred on November 10. 2008. A 
decision on the stipulation is expected by the end of the year. 

On November 15, 2007, Duke Energy Kentucky filed its annual application to continue existing energy efficiency programs, consisting of nine residential and two 
commercial and industrial programs, and to true-up its gas and electric tracking mechanism for recovery of lost revenues, program costs and shared savings. On February 11, 
2008, Duke Energy Kentucky filed a motion to amend its energy efficiency programs and applied to reinstitute a low income Home Energy Assistance Program. The KPSC 
bifurcated the proposed Home Energy Assistance Program from the other energy efficiency programs. On May 14, 2008, the KPSC approved the energy efficiency programs. 
On September 25, 2008, the KPSC approved Duke Energy Kentucky's Home Energy Assistance program, making it available for customers at or below 150% of the federal 
poverty level 

Other Matters 

investigation followed four explosions since 2000 caused by gas riser leaks, including an April 2000 explosion in Duke Energy Ohio's service area. In November 2006, the 
PUCO Staff released the expert report, which concluded that certain types of risers are prone to leaks under various conditions, including over-tightening during initial 
installation. The PUCO Staff recommended that natural gas companies continue to monitor the situation and study the cause of any further riser leaks to determine whether 
further remedial action is warranted. Duke Energy Ohio has approximately 87,000 of these risers on its distribution system. If the PUCO orders natural gas companies to 
replace all of these risers, Duke Energy Ohio estimates a replacement cost of approximately $40 million. As part of the rate case filed in July 2007 (see "Duke Energy Ohio Gas 
Rate Case" above), Duke Energy Ohio requested approval from the PUCO to accelerate its riser replacement program. The riser replacement program is contained in the 
settlement reached with all intervenors and will be completed at the end of 2012. 

Ohio Smart Metering Evaluation. In December 2005, the PUCO initiated an investigation into implementing certain provisions of the Energy Policy Act of 2005, including 
whether to adopt a statewide standard for implementing smart metering. After an investigation, the PlJCO issued a March 2007 order requiring all electric utilities to offer tariffs 
to all customer classes which are differentiated, at a minimum, based on on-peak and off-peak wholesale price periods The PUCO noted that time-of-use meters should be 
available for customers subscribing to these tariffs. The order instructed PUCO Staff to conduct workshop meetings to study the costs/benefits of deploying smart metering. 
These workshop meetings are in progress. At this time. Duke Energy Ohio cannot predict the outcome of this proceeding. 

Midwest lndependent Transmission System Operator, lnc. (Midwest /SO) Resource Adequacy Filing. On December 28, 2007, the Midwest IS0 filed its Electric 
Tariff Filing Regarding Resource Adequacy in compliance with the FERC's request of Midwest IS0 to file Phase II of its long-term Resource Adequacy plan by December 2007. 
The proposal includes establishment of a resource adequacy requirement in the form of planning reserve margin. On March 26, 2008, the FERC ruled on the Midwest ISOs 
Resource Adequacy filing and ordered that the new Module E tariff be effective March 27,2008. This action established a Midwest ISO-wide resource adequacy requirement 
for the first Planning Year, which begins June 2009. In the Order, the FERC. among other things, clarified that States have the authority to set their own Planning Reserve 
Margins, as long as they are not inconsistent with any reliability standard approved by the FERC. Duke Energy Ohio does not believe the resource adequacy requirement will 
have a material impact on its consolidated results of operations, cash flows or financial position 

Midwest 60's Establishment of an Ancillary Services Market. On February 25, 2008, the FERC conditionally accepted the Midwest I S 0  proposal to implement a 
day-ahead and real-time ancillary services market (ASM), including a scarcity pricing proposal. By approving the ASM proposal, the FERC essentially approved the transfer and 
consolidation of Balancing Authority for the entire Midwest 

Ohio Riser Leak Investigation. In April 2005, the PUCO issued an order opening a statewide investigation into riser leaks in gas pipeline systems throughout Ohio. The 
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IS0  area. This will allow the Midwest I S 0  to determine operating reserve requirements and procure operating reserves from all qualified resources from an organized market, in 
place of the current system of local management and procurement of reserves by the 24 Balancing Authorities. The Midwest IS0  delayed the ASM launch date, previously 
scheduled for September 9, 2008 to January 6, 2009. At this time, Duke Energy Ohio does not believe the establishment of the Midwest ASM will have a material impact on its 
consolidated results of operations, cash flows or financial position. 

Commercial Power 
Reported results for Commercial Power are subject to volatility due to the over- or under-collection of certain costs, including fuel and purchased power, since Commercial 

Power is not subject to regulatory accounting pursuant to SFAS No. 71 In addition, Commercial Power could be impacted by certain of the regulatory matters discussed above, 
including the Duke Energy Ohio electric rate filings. 

FERC 203 Application. On April 23, 2008 (supplemented on May 6, 2008), Duke Energy Ohio and certain affiliates filed an application with the FERC requesting approval 
to transfer Duke Energy Ohio's electric generating facilities, some of which are designated to serve Ohio customers, to affiliate companies. The FERC filing, if approved, does 
not obligate Duke Energy to make the transfer of the electric generating facilities, and does not impact Duke Energy Ohio's current rates On October 10, 2008, Duke Energy 
Ohio and affiliates filed a notice with the FERC reporting that Duke Energy Ohio is in settlement discussions with all parties in the Ohio proceeding regarding Duke Energy 
Ohio's application to establish an ESP, as discussed above. Duke Energy Ohio advised the FERC that it believes that in light of those discussions good cause exists for the 
FERC to extend the time to consider Duke Energy Ohio's Section 203 application. On October 17, 2008, the FERC issued an order extending the time for the FERC to act on 
the application by 180 additional days, and ordered Duke Energy Ohio to inform the FERC of the status of settlement discussions by November 16. 2008. The settlement in 
Ohio has been agreed to by most parties and was filed with the PlJCO on October 27, 2008. Pursuant to the settlement. if approved by the PUCO, Duke Energy Ohio agrees to 
withdraw that portion of its application for approval related to the transfer of its generating facilities designated to serve Ohio customers. Acceptance of the settlement by the 
PUCO would constitute its approval of the transfer for the remaining generating facilities. 

PJM Interconnection Reliability Pricing Model (RPM) Buyers' Complaint. On May 30, 2008, a group of public utility commissions, state consumer counsels, industrial 
power customers and load serving entities, known collectively as the RPM Buyers, filed a complaint at FERC. The complaint asks FERC to find that the results of the three 
transitional base residual auctions conducted by PJM to procure capacity for its RPM capacity market during the years 2008-201 1 are unjust and unreasonable because, 
allegedly, they have produced excessive capacity prices, have failed to prevent suppliers from exercising market power, and have not produced benefits commensurate with 
costs. In their complaint, the RPM Buyers propose revised, administratively determined auction clearing prices. Certain Duke Energy Ohio revenues during the years 
2008-2011 are at risk, as Duke Energy Ohio planned to supply capacity to this market. On July 11, 2008, Duke Energy Ohio filed a response to the complaint with the FERC. 
On September 19, 2008, the FERC issued an Order denying the Buyer's complaint. The FERC dismissed the RPM Buyers' complaint, finding that, for the transition auctions, 
no party violated PJMs tariff and the prices determined during the auctions were in accordance with the tariff provisions governing the auctions On October 20, 2008. the RPM 
buyers filed a Request for Rehearing with the FERC that raised the same issues as in the initial complaint that was denied by the FERC. 

12. Commitments and Contingencies 
Environmental 

Duke Energy Ohio is subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other environmental matters. 
These regulations can be changed from time to time, imposing new obligations on Duke Energy Ohio 

Remediation Activities. Duke Energy Ohio and its affiliates are responsible for environmental remediation at various contaminated sites These include some properties 
that are part of ongoing Duke Energy Ohio operations, sites formerly owned or used by Duke Energy Ohio entities, and sites owned by third parties. Remediation typically 
involves management of contaminated soils and may involve groundwater remediation. Managed in conjunction with relevant federal, state and local agencies, activities vary 
with site conditions and locations, remedial requirements, complexity and sharing of responsibility If remediation activities involve statutory joint and several liability provisions, 
strict liability, or cost recovery or contribution actions, Duke Energy Ohio or its affiliates could potentially be held 
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responsible for contamination caused by other parties. In some instances, Duke Energy Ohio may share liability associated with contarnination with other potentially responsible 
parties, and may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. All of these sites generally are managed in the normal 
course of business or affiliate operations Management, in the normal course of business, continually assesses the nature and extent of known or potential 
environmental,.related contingencies and records liabilities when losses become probable and are reasonably estimable. 

Clean WaterActN6(bJ. The U.S. Environmental Protection Agency (EPA) finalized its cooling water intake structures rule in July 2004 The rule established aquatic 
protection requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs, estuaries, oceans, or other U.S. 
waters for cooling purposes. Three of six coal-fired generating facilities in which Duke Energy Ohio is either a whole or partial owner are affected sources under that rule. On 
January 25, 2007, the US. Court of Appeals for the Second Circuit issued its opinion in Riverkeeper. Inc v. €PA, Nos. 04-6692-ag(L) et. al. (2d Cir. 2007) remanding most 
aspects of the EPA's rule back to the agency. The court effectively disallowed those portions of the rule most favorable to industry, and the decision creates a great deal of 
uncertainty regarding future requirements and their timing On April 14, 2008, the U.S. Supreme Court issued an order granting review of the case and briefs were filed on 
July 14, 2008. Oral argument is scheduled for December 2 ,  2008. Adecision is not likely until 2009. If the Supreme Court upholds the lower court decision, it is expected that 

Duke Energy Ohio is unable to estimate the costs to comply with any new rule the EPA or states may issue as a result of this decision. See Note 8 for a discussion of the 

Clean A i r  Mercury Rule (CAMRJ. The EPA finalized its CAMR in May 2005. The CAMR was to have limited total annual mercury emissions from coal-fired power plants 
impacts of the D.C. Circuit Court's decision to vacate CAlR on the carrying value of emission allowances. 

across the US. through a two-phased cap-and-trade program beginning in 2010. On February 8, 2008, the D.C. Circuit issued its opinion in New Jersey v. €PA, No 05-1097 
vacating the CAMR. Requests for rehearing were denied The U.S. EPA and the Utility Air Regulatory Group have requested that the U S. Supreme Court review the D C. 
Circuit's decision. The D.C. Circuit's decision creates uncertainty regarding future mercury emission reduction requirements and their timing, but makes it fairly certain that there 
will be a delay in the implementation of federal mercury requirements for existing coal-fired power plants. At this point, Duke Energy Ohio is unable to estimate the costs to 
comply with any future mercury regulations that might result from the D.C. Circuit's decision. 

synthetic caps and liners at existing and new CCP landfills and to convert CCP handling systems from wet to dry systems. 
Coal Combustion Product (CCPJ Management, Duke Energy Ohio currently estimates that it will spend approximately $50 million over the period 2008-2012 to install 
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Comprehensive Environmental Response, Compensation, and Liability Ac t  Matter. In August 2008, Duke Energy Ohio received a notice from the EPA that it has 
been identified as a potentially responsible party under the Comprehensive Environmental Response, Compensation, and Liability Act at the LWD, Inc., Superfund Site in 
Calvert City, Kentucky. At this time, Duke Energy Ohio does not have any further information regarding the scope of potential liability associated with this matter. 

Extended Environmental Activities and Accruals. Included in Other within Defened Credits and Other Liabilities on the Consolidated Balance Sheets were total 
accruals related to extended environmental-related activities of approximately $8 million as of both September 30, 2008 and December 31, 2007. These accruals represent 
Duke Energy Ohio's provisions for costs associated with remediation activities at some of its current and former sites, as well as other relevant environmental contingent 
liabilities. Management, in the normal course of business, continually assesses the nature and extent of known or potential environmental-related contingencies and records 
liabilities when losses become probable and are reasonably estimable. 

In November 1999. the U.S. brought a lawsuit in the U.S Federal District Court for the Southem District of Indiana against Duke Energy Ohio alleging various violations of 
the CAA at Duke Energy Ohio's W.C Beckjord and Miami Fort Stations. Three northeast states and two environmental groups have intervened in the case A jury trial 
commenced on May 5, 2008 and jury verdict was returned on May 22, 2008. The jury found in favor of Cinergy. Duke Energy Ohio and Duke Energy Indiana. Inc. on all but 
three units at Wabash River. Additionally, the plaintiffs had claimed that Duke Energy Ohio violated an Administrative Consent Order entered into in 1998 between the EPA and 
Cinergy relating to alleged violations of Ohio's State Implementation Plan (SIP) provisions governing particulate matter at Duke Energy Ohio's W,C. Beckjord Station. The judge 
previously granted summary judgment against Duke Energy Ohio with respect to this allegation and it will be considered during the February 2009 remedy phase as well 

Duke Energy Ohio has been informed by Dayton Power and Light (DP&L) that in June 2000, the EPA issued a Notice of Violation (NOV) to DP&L for alleged violations of 
CAA requirements at a station operated by DPBL and jointly-owned by DPBL, Columbus Southern Power Company (CSP), and Duke Energy Ohio. The NOV indicated the EPA 
may issue an order requiring compliance with the requirements of the Ohio SIP, or bring a civil action seeking injunctive relief and civil penalties of up to $27,500 per day for 
each violation. In September 2004, Marilyn Wall and the Sierra Club brought a lawsuit against Duke Energy Ohio, DP&L and CSP for alleged violations of the CAA at this same 
generating station. The parties reached an agreement to settle this matter in the form of a consent decree which was submitted for comment to the EPA and ultimately 
approved and entered by the court on October 23, 2008 The consent decree will not have a material adverse effect on Duke Energy Ohio's consolidated results of operations, 
cash flows or financial position 

Section 726 Petitions. In March 2004. the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that sources in 13 upwind states, 
including Ohio, significantly contribute to North Carolina's non-attainment with certain ambient air quality standards. In August 2005, the EPA issued a proposed response to the 
petition. The EPA proposed to deny the ozone portion of the petition based upon a lack of contribution to air quality by the named states. The EPA also proposed to deny the 
particulate matter portion of the petition based upon the CAIR Federal Implementation Plan (FIP), that would address the air quality concerns from neighboring states. On 
April 28, 2006, the EPA denied North Carolina's petition based upon the final CAIR FIP described above North Carolina has filed a legal challenge to the EPA's denial Briefing 
inthat case is under wa At this time Duke Ener 

New York brought a lawsuit in the U S District Court tor the Southern District of New York 

Ohio cannot predict the outcome of this roceedin 
Carbon Dioxide ($02) Litigation. In July 2%4 the states of Connecticut, New York, (T)alifomia, Pdwa, New Jersey, Rhode Island, Vermont, Wisconsin and the City of 
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against Ciner y American Electric Power Company Inc American Electric Power Service Corporation The Southem Company Tennessee Valley Authority and Xcel Energy 
Inc. A similar iiwsuit was filed in the U S  District Cdurt 6 r  the Southem District of New York against the same companies b 0 i n  S ace Institute Inc. Op in  Space 
Conservancy Inc and The Audubon Society of New Hampshire. These lawsuits allege that the defendants' emissions of Cbz io, t8e combustioh of fbssil fuels at electric 
generatin fakiliti& contribute to lobal waT in  and amount to a public nuisance.,The com laints also allege that the defe,ndants could generate the same amount of electricity 
while emiifing si nificantly less C8z. The p la in th  are seeking an injunction re uiring each fefendant to cap its COz emissions and then reduce them by a specified percentage 
each year for at yeast a decade. In September 2005, the District Court rantedqhe defendants' motion to dismiss the lawsuit. The plaintiffs have appealed this ,ruling to the 
Second Circuit Court ofApreals. Oral arguynents were held before thesecond Circuit Court of A peals on June 7 2006. It is not possible to predict with certainty whether Duke 
Energy Ohio will incur any lability or to estimate the damages, if any, that Duke Energy Ohio mig\t incur in connehtion with this matter 

Zimmer Generating Station (Zimmer Starion) Lawsuit. In November 2004, a citizen of the Village of Moscow, Ohio, the town adjacent to Duke Energy Ohio's Zimmer 
Station, brought a purported class action in the US. District Court for the Southern District of Ohio seeking monetary damages and injunctive relief against Duke Energy Ohio 
for alleged violations of the CAA, the Ohio SIP, and Ohio laws against nuisance and common law nuisance The plaintiffs have filed a number of additional notices of intent to 
sue and two lawsuits raising claims similar to those in the original claim. One lawsuit was dismissed on procedural grounds, and the remaining two have been consolidated. On 
December 28, 2006, the District Court certified this case as a class action. Discovery in the case continues At this time, Duke Energy Ohio cannot predict whether the outcome 
of this matter will have a material impact on its consolidated results of operations. cash flows or financial position. Duke Energy Ohio intends to defend this lawsuit vigorously in 
court. 

Hurricane Katrina Lawsuit. In April 2006, Cinergy was named in the third amended complaint of a purported class action lawsuit filed in the U.S. District Court for the 
Southem District of Mississippi. Plaintiffs claim that Cinergy, along with numerous other utilities, oil companies, coal companies and chemical companies, are liable for 
damages relating to losses suffered by victims of Hurricane Katrina. Plaintiffs claim that defendants' greenhouse gas emissions contributed to the frequency and intensity of 
storms such as Hurricane Katrina. On August 30, 2007, the court dismissed the case. The plaintiffs have filed their appeal to the Fifth Circuit Court of Appeals and oral 
argument was heard on August 6, 2008. Due to the late recusal of one of the judges on the Fiflh Circuit panel, the Court has scheduled the second oral argument for the week 
of November 3, 2008. It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke Energy Ohio 
might incur in connection with this matter. 

Ohio Antitrust Lawsuit. In January 2008. four plaintiffs, including individual. industrial and non-profit customers, filed a lawsuit against Duke Energy Ohio in federal court 
in the Southem Distria of Ohio. Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas & Electric Company (CG&E)), conspired to provide inequitable and unfair price 
advantages for certain large business consumers by entering into non-public option agreements with such consumers in exchange for their withdrawal of challenges to Duke 
Energy Ohio's (then CG&E's) pending RSP, which was implemented in early 2005. Duke Energy Ohio denies the allegations made in the lawsuit. Following Duke Energy 
Ohio's filing of a motion to dismiss plaintiffs' claims, plaintiffs amended their complaint on May 30, 2008 Plaintiffs now contend that the contracts at issue were an illegal rebate 
which violate antitrust and Racketeer InfllJenCed and Corrupt Organizations (RICO) statutes Defendants have again moved to dismiss the claims. It is not possible to predict 
with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke Energy Ohio might incur in connection with this matter. 

Asbestos-related lnjuries and Damages Claims. Duke Energy Ohio has been named as a defendant or co-defendant in lawsuits related to asbestos at its electric 
generating stations. The impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position of these cases to date has not been material Based 
on estimates under varying assumptions concerning uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos during construction or 
maintenance of Duke Energy Ohio's generating plants; (ii) the possible incidence of various illnesses among exposed workers; and (iii) the potential settlement costs without 
federal or other legislation that addresses asbestos tort actions, Duke Energy Ohio estimates that the range of reasonably possible exposure in existing and future suits over 
the foreseeable future is not material. This estimated range of exposure may change as additional settlements occur and claims are made and more case law is established. 

Other Lit igation and Legal Proceedings Duke Energy Ohio and its subsidiaries are involved in other legal, tax and regulatory proceedings arising in the ordinary course 
of business, some of which involve substantial amounts. Duke Energy Ohio believes that the final disposition of these proceedings will not have a material adverse effect on its 
consolidated results of operations, cash flows or financial position. 
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Duke Energy Ohio has exposure to certain legal matters that are described herein. As of September 30, 2008 and December 31, 2007, Duke Energy Ohio has recorded 
insignificant reserves for these proceedings and exposures. Duke Energy Ohio expenses legal costs related to the defense of loss contingencies as incurred. 

Other Commitments and Contingencies 

that may or may not be recognized on the Consolidated Balance Sheets. 

13. Fair Value of Financial Assets and Liabilities 

limited to financial instruments and to non-financial derivatives as, in February 2008, the FASB issued FSP No. 157-2, which delayed the effective date of SFAS No. 157 for one 
year for non-financial assets and liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis. There was no 
cumulative effect adjustment to retained earnings for Duke Energy Ohio as a result of the adoption of SFAS No. 157. 

SFAS No. 157 defines fair value, establishes a framework for measuring fair value in GAAP in the US.  and expands disclosure requirements about fair value 
measurements. Under SFAS No 157, fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or transfer a 
liability at the measurement date. The fair value definition under SFAS No. 157 focuses on an exit price, which is the price that would be received by Duke Energy Ohio to sell 
an asset or paid to transfer a liability versus an entry price, which would be the price paid to acquire an asset or received to assume a liability. Although SFAS No. 157 does not 
require additional fair value measurements, it applies to other accounting pronouncements that require or permit fair value measurements. 

Duke Energy Ohio determines fair value of financial assets and liabilities based on the following fair value hierarchy, as prescribed by SFAS No. 157, which prioritizes the 
inputs to valuation techniques used to measure fair value into three levels: 

Level 1 Inputs-unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy Ohio has the ability to access An active market for the 
asset or liability is one in which transactions for the asset or liability occur with sufficient frequency and volume to provide ongoing pricing information, Duke Energy Ohio does 
not adjust quoted market prices on Level 1 inputs for any blockage factor. 

Level 2 Inputs-inputs other than quoted market prices included in Level 1 that are observable, either directly or indirectly. for the asset or liability. Level '2 inputs include, 
but are not limited to, quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in markets that are not active and 
inputs other than quoted market prices that are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly quoted intervals, 
volatilities, credit risk and default rates. 

Level 3 Inputs-unobservable inputs for the asset or liability. 
In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and Financial Liabilities-including an amendment of FASB Stafemenf 

No. 115" (SFAS No. 159), which permits entities to elect to measure many financial instruments and certain other items at fair value. For Duke Energy Ohio, SFAS No. 159 was 
effective as of January 1, 2008 and had no impact on amounts presented for periods prior to the effective date. Duke Energy Ohio does not currently have any financial assets 
or financial liabilities for which the provisions of SFAS No. 159 have been elected. However, in the future, Duke Energy Ohio may elect to measure certain financial instruments 
at fair value in accordance with this standard. 

General. Duke Energy Ohio enters into various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or power purchase contracts) 

On January 1, 2008, Duke Energy Ohio adopted SFAS No. 157, "Fair Value Measurements' (SFAS No. 157). Duke Energy Ohio's adoption of SFAS No. 157 is currently 
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The following table provides the fair value measurement amounts for assets and liabilities recorded in both current and non-current Unrealized gains on mark-to-market 
and hedging transactions and Unrealized losses on mark-to-market and hedging transactions on Duke Energy Ohio's Consolidated Balance Sheets at fair value at 
September 30, 2008. Amounts presented in the table below exclude cash collateral amounts which are disclosed separately in Note 1. 

Total Falr Value 
Amounts at 

September 30,2008 Level 1 Level 2 Level 3 - - - 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis where the determination 
of fair value includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derlvatlves (net) 

- 
;Nine Months Ended September 30,2008 I I J  
Balance at January 1,2008 $ (22) 

i Fuel used in electric generation and purchased power-non-regulated I I 1 log1 
(31) 

1 Total pre-tax realized or unrealized gains (losses) included in earnings: I I I I1 
(14) Revenue, non-regulated electric and other 

Net purchases, sales, issuances and settlements 

palance at September 30, 2008 1 38rj 

re-tax amounts included in the Consolidated Statements of Operations related to Level 3 
measurements outstanding at September 30, 2008: 

Revenue, non-re ulated electric and other 
L- Fuel used in elezric generation and purchased power-non-regulated 

The valuation method of the primary fair value measurements disclosed above is as follows: 

spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and discounted to present value. The primary difference between a Level 2 and 
a Level 3 measurement has to do with the level of activity in forward markets for the commodity. If the market is relatively inactive, the measurement is deemed to be a Level 3 
measurement. Some commodity derivatives are NYMEX contracts, which Duke Energy Ohio classifies as Level 1 measurements. 

Commodity derlvatlves: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is adjusted for liquidity (bid-ask 
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14. New Accounting Standards 

presented in the accompanying Consolidated Financial Statements: 
The following new accounting standards were adopted by Duke Energy Ohio subsequent to September 30. 2007 and the impact of such adoption, if applicable, has been 

SFAS No 157. Refer to Note 13 for a discussion of Duke Energy Ohio's adoption of SFAS No 157. 
SFAS No. 159. Refer to Note 13 for a discussion of Duke Energy Ohio's adoption of SFAS No. 159. 
FSPNo FlN39-1. Refer to Notes 1 and 10 for a discussion of Duke Energy Ohio's adoption of FSP No, FIN 39-1 
The following new accounting standards have been issued, but have not yet been adopted by Duke Energy Ohio as of September 30, 2008: 
SFAS No 141 (revised 2007). "Business Combinations"(SFAS No. 141R) In December 2007. the FASB issued SFAS No. 141R, which replaces SFAS No. 141, 

"Business Combinations." SFAS No. 141R retains the fundamental requirements in SFAS No. 141 that the acquisition method of accounting be used for all business 
combinations and that an acquirer be identified for each business combination. This statement also establishes principles and requirements for how an acquirer recognizes and 
measures in its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling (minority) interests in an acquiree, and any goodwill acquired in 
a business combination or gain recognized from a bargain purchase. For Duke Energy Ohio. SFAS No 141 R must be applied prospectively to business combinations for which 
the acquisition date occurs on or after January 1, 2009. The impact to Duke Energy Ohio of applying SFAS No. 141R for periods subsequent to implementation will be 
dependent upon the nature of any transactions within the scope of SFAS No. 141R. SFAS No 141R changes the accounting for income taxes related to prior business 
combinations, such as Duke Energy's merger with Cinergy. Subsequent to the effective date of SFAS No. 141R, the resolution of tax contingencies relating to Cinergy that 
existed as of the date of the merger will be required to be reflected in the Consolidated Statements of Operations instead of being reflected as an adjustment to the purchase 
price via an adjustment to goodwill. 

SFAS No. 161, "Disclosures about Den'vative lnstrumenfs and Hedging Activities-an amendment fo FASB Sfafement No 133  (SFAS No f61) In March 2008. the FASB 
issued SFAS No. 161, which amends and expands the disclosure requirements for derivative instruments and hedging activities prescribed by SFAS No. 133. "Accounting for 
Derivative Instruments and Hedging Activities." SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures 
about fair value amounts of and gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. Duke Energy 
Ohio will adopt SFAS No. 161 as of January 1, 2009 and SFAS No. 161 encourages, but does not require, comparative disclosure for earlier periods at initial adoption. The 
adoption of SFAS No. 161 will not have any impact on Duke Energy Ohio's consolidated results of operations. cash flows or financial position. 

15. Income Taxes and Other Taxes 

Duke Energy, where the separate return method is used to allocate tax expenses and benefits to the subsidiaries whose investments or results of operations provide these tax 
expenses and benefits. The accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohio were a separate 
company filing its own tax return as a C-Corporation. 

recognized, would affect the effective tax rate. Additionally, at September 30, 2008, Duke Energy Ohio has approximately $7 million of unrecognized tax benefits related to 
pre-merger tax positions that. if recognized prior to the adoption of SFAS No. 141 R, would affect goodwill. It is reasonably possible that Duke Energy Ohio will reflect an 
approximate $35 million reduction in unrecognized tax benefits within the next twelve months due to expected settlements. 

The taxable income of Duke Energy Ohio is reflected in Duke Energy's US. federal and state income tax returns. Duke Energy Ohio has a tax sharing agreement with 

At September 30, 2008, Duke Energy Ohio has approximately $46 million recorded for unrecognized tax benefits and no portion of the total unrecognized tax benefits, if 

Duke Energy Ohio has the following tax years open: 

Jurisdlctlon I a x  YeaE 
Federal 2000 and after 
State Closed through 2001, with the exception of any adjustments related to open federal years 
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The effective tax rate for the three months ended September 30, 2008 was approximately 28% as compared to the effective tax rate of approximately 37% for the same 
period in 2007. The decrease in the effective tax rate for the three months ended September 30, 2008 is due primarily to adjustments related to prior year tax returns. The 
effective tax rate for the nine months ended September 30, 2008 was approximately 37% as compared to the effective tax rate of approximately 38% for the same period in 
2007. 

As of September 30, 2008 and December 31, 2007, approximately $80 million and $27 million, respectively, of deferred income taxes were included in Other within 
Current Assets in the Consolidated Balance Sheets. At September 30, 2008. this balance exceeded 5% of total current assets. 

Exclse Taxes. Certain excise taxes levied by state or local governments are collected by Duke Energy Ohio from its customers. These taxes, which are required to be 
paid regardless of Duke Energy Ohio's ability to collect from the customer, are accounted for on a gross basis. When Duke Energy Ohio acts as an agent, and the tax is not 
required to be remitted if it is not collected from the customer, the taxes are accounted for on a net basis. Duke Energy Ohio's excise taxes accounted for on a gross basis and 
recorded as Operating Revenues in the accompanying Consolidated Statements of Operations were approximately $27 million for both the three months ended September 30, 
2008 and 2007, respectively, and approximately $95 million and $93 million for the nine months ended September 30, 2008 and 2007, respectively 

16. Comprehensive Income and Total Comprehensive Income 
Comprehensive Income. Comprehensive income includes net income and all other non-owner changes in equity. The table below provides the components of other 

comprehensive income and total comprehensive income for the three months ended September 30, 2008 and 2007. Components of other comprehensive income and total 
comprehensive income for the nine months ended September 30, 2008 and 2007 are presented in the Consolidated Statements of Common Stockholder's Equity and 
Comprehensive Income. 

Total Comprehensive (Loss) Income 

Three Months Ended 
September 30, 

2008 2007 - - 

- - 
__I r Other corn rehensive Income loss I I l l /  I I 11 

CasPh flow hedges+ 11 
[T- Pension and OPEB-related Adjustments to AOCI e, I - ___ 

rota1 Comprehenslve (Loss) Income 1 -  w I( 41) I ---T--JEJ 

(a) Cash flow hedges, net of $6 million tax expense and $4 million tax benefit for the three months ended September 30, 2008 and 2007, respectively. 

(b) Pension and OPEB-related Adjustments to AOCI, net of an insignificant tax expense for each of the three months ended September 30, 2008 and 2007 

17. Subsequent Events 
For information on subsequent events related to debt and credit facilities, regulatory matters and commitments and contingencies, see Notes 5, 11 and 12, respectively 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations. 

INTRODUCTION 
Management's Discussion and Analysis should be read in conjunction with the Unaudited Consolidated Financial Statements. 
Duke Energy Ohio, lnc (Duke Energy Ohio) is a wholly-owned subsidiary of Cinergy Corp. (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation 

(Duke Energy). Duke Energy Ohio's principal lines of business include generation, transmission and distribution of electricity, the sale of and/or transportation of natural gas, 
and energy marketing. 

BASIS OF PRESENTATION 

IOQ. 
The results of operations and variance discussion for Duke Energy Ohio is presented in a reduced disclosure format in accordance with General Instructions H(2) of Form 

DUKE ENERGY OHIO 

Nlne Months Ended 
September 30, 

increase 
2008 2007 (Decrease) ~- 

Y _- _- ___ - 
N e t i n c o L _ _ _ _ _  ,. _ _  _. __ . __ . ~ ~ ~ ~ ~ : ~ ~ ~ ~ . ~ ~ ~ ~ ~ - ~ ~ ~ ~ ~ - ~ ~  - -  - 

The $32 million increase in Duke Energy Ohio's Net Income was primarily due to the following factors: 
Operating Revenues. The decrease was primari/y due to: 

- A $36 million decrease in volumes of coal sales due to expiration of contracts, 

A $22 million decrease in retail electric revenues primarily due to lower retail pricing principally related to timing of collections on the Fuel and Purchased Power rider of 
the Rate Stabilization Plan (RSP), net of increased amortization of purchase accounting valuation liability of the RSP, 

A $21 million decrease due to milder weather in 2008 compared to 2007, and * 

. A $19 million decrease in wholesale electric revenues due to lower generation volumes primarily resulting from higher plant outages and lower hedge realization in 
2008 compared to 2007. 

Partially offsetting these decreases were: 

. A $23 million increase in regulated fuel revenues driven mainly by higher natural gas costs, 

- A $13 million increase due to implementation of new gas rates in Ohio, 

- A $9 million increase related to the Demand Side Management (DSM) rider implemented in the third quarter of 2007, and 

An $8 million increase in Ohio electric base transmission due to a change in the Transmission Cost Recovery rider 

Operating Expenses The decrease was primarily due to 

A $52 million decrease due primarily to lower sulfur dioxide emission allowance expenses due to installation of flue gas desulphurization equipment and lower 
generation volumes resulting from increased plant outages in 2008 as compared to 2007. 

A $36 million decrease in expenses associated with coal sales due to expiration of contracts, 
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. A 527 million decrease in fuel expense due to mark-to-market gains on non-qualifying fuel hedge contracts of 573 million in 2008 compared to gains of 548 million in 
2007, 

A 520 million decrease in other post-employment benefits due to an adjustment to the liability recorded for these benefits, 

* A 513 million decrease in corporate governance and administrative costs, partially offset by higher plant maintenance expenses resulting from increased plant outages 
in 2008 as compared to 2007, 

A 513 million decrease in short-term incentive costs, and * 

. A 57 million decrease in retail fuel and purchased power expenses due to realized gains from the settlement of certain fuel contracts, partially offset by higher 
purchased power as a result of increased plant outages. 

Partially offsetting these decreases were: 

- An 582 million impairment of emission allowances due to the invalidation of the Clean Air Interstate Rule in July 2008, 

. A 534 million increase due to storm restoration work for damage caused by Hurricane Ike, 

- A 523 million increase in regulated fuel expense primarily due to higher natural gas costs, and 

* 

Gains Losses)  on Sales of OtherAssets and Other, net The increase is attributable to gains on sales of emission allowances in 2008 compared to losses on sales of 

A $12 million increase in regulatory amortization of the Ohio DSM costs and regulatory transition charge 

emission allowances in 2007. Gains in 2008 were primarily a result of sales of zero cost basis emission allowances. Losses in 2007 were a result of sales of emission 
allowances acquired in connection with Duke Energy's merger with Cinergy in April 2008 which were written up to fair value as part of purchase accounting. 

Income Tax Expense Income Tax Expense increased primarily as a result of higher pre-tax income 

Duke Energy Ohio has approximately 5440 million of auction rate pollution control bonds outstanding. The maximum auction rate for these pollution control bonds 
MATTERS IMPACTING FUTURE RESULTS AND OTHER MATTERS 

outstanding is 2.0 times one-month London Interbank Offered Rate (LIBOR). M i l e  Duke Energy Ohio intends to refund and refinance these tax exempt auction rate bonds, the 
timing of such refinancing transactions is uncertain and subject to market conditions. 

Duke Energy Ohio evaluates the carrying amount of its recorded goodwill for impairment under the guidance of SFAS No. 142, "Goodwill and Other Intangible Assets". As 
the fair value of each of Duke Energy Ohio's reporting unils exceeded their respective carrying values at August 31, 2008, Duke Energy Ohio did not record any impairment 
charges in the third quarter of 2008 as a result of its annual impairment test. However, in light of recent market and economic events, management is reassessing the potential 
for any impairments to recorded goodwill balances. These assessments are in their early stages and management cannot yet predict the outcome, but it is possible that the 
current assessments could result in goodwill impairments being recorded at one or more reporting units. 
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Item 4. Controls and Procedures. 

Dlsclosure Controls and Procedures 
Risclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by Duke Energy Ohio in the 

reports it files or submits under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and reported, within the time periods specified by the 
Securities and Exchange Commission's (SEC) rules and forms. 

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information required to be 
disclosed by Duke Energy Ohio in the reports it files or submits under the Exchange Act is accumulated and communicated to management, including the Chief Executive 
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. 

llnder the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated the 
effectiveness of its disclosure controls and procedures (as such term is defined in Rule 13a-l5(e) and 15d-l5(e) under the Exchange Act) as of September 30, 2008, and, 
based upon this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective in providing reasonable 
assurance of compliance. 

Changes In Internal Control over Flnanclal Reporting 
llnder the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated 

changes in internal control over financial reporting (as such term is defined in Rules 13a-I5(fl and 15d-I5(fl under the Exchange Act) that occurred during the fiscal quarter 
ended September 30, 2008 and other than the third quarter financial system changes described below, have concluded that no change has materially affected, or is reasonably 
likely to materially affect, internal control over financial reporting. 

During the third quarter of 2008, Duke Energy Ohio converted the general ledger and consolidation systems to those currently used by other Duke Energy operations. 
Additionally, Duke Energy Ohio implemented a new income tax system and upgraded the asset accounting system. These system changes are a result of an evaluation of 
previous systems and related processes to support evolving operational needs, and are not the result of any identified deficiencies in the previous systems. Duke Energy Ohio 
reviewed the implementation effort as well as the impact on Duke Energy Ohio's internal control over financial reporting and where appropriate, made changes to internal 
controls over financial reporting to address these system changes. 
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Item 1. Legal Proceedings 

Consolidated Financial Statements, "Regulatory Matters" and Note 12 to the Consolidated Financial Statements, "Commitments and Contingencies." 

Item I A .  Risk Factors 
In addition to the other information set forth in this report, careful consideration should be given to the factors discussed in Part I, "Item 1A. Risk Factors" in Duke Energy 

Ohio's Annual Report on Form 10-K for the year ended December 31, 2007, which could materially affect Duke Energy Ohio's financial condition or future results. In addition to 
the risk factors included in Duke Energy Ohio's Annual Report on Form 10-K for the year ended December 31, 2007, Duke Energy Ohio has identified the following risk factor 
as of September 30,2008: 

Current Levels of Market Volatility are Unprecedented 
The capital and credit markets have been experiencing extreme volatility and disruption. In recent months, the volatility and disruption have reached unprecedented levels. 

In some cases, the markets have exerted downward pressure on stock prices and credit capacity for certain issuers. If current levels of market disruption and volatility continue 
or worsen, Duke Energy Ohio may be forced to meet its other liquidity needs by further drawing upon contractually committed lending agreements primarily provided by global 
banks, although there is no assurance that the commitments made by lenders under Duke Energy's master credit facility will be available if needed due to the recent turmoil 
throughout the financial services industry. This could require Duke Energy Ohio to seek other funding sources. However, under such extreme market conditions, there can be 
no assurance other funding sources would be available or sufficient. 

Energy Ohio's financial condition andlor resulls of operations. 

For information regarding legal proceedings that became reportable events or in which there were material developments in the third quarter of 2008, see Note 11 to the 

Additional risks and uncertainties not currently known to Duke Energy Ohio or that Duke Energy Ohio currently deems to be immaterial also may adversely affect Duke 
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Item 6. Exhibits 

(a) Exhiblts 
Exhibits filed or furnished herewith are designated by an asterisk (*). 

Exhlbit 
Number 

*31 .I Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

'31.2 

'32 1 

'32.2 

Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

Certification Pursuant to 18 U.S C Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as an exhibit does not exceed 
10% of the total assets of the registrant and its subsidiaries on a consolidated basis The registrant agrees, upon request of the Securities and Exchange Commission, to 
furnish copies of any or all of such instruments to it. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on Its behalf by the undersigned 
thereunto duly authorized. 

Date: November 13,2008 

DUKE ENERGY OHIO, INC. 

Is/ DAVIO L. HAUSER 

Date: November 13.2008 

David L. Hauser 
Group Executive and 
Chief Financial Officer 

Is1 STEVEN K. YOUNG 

Steven K. Young 
Senior Vice President and 

Controller 
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EXHIBIT 31.1 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James E Rogers, certify that: 

1) I have reviewed this quarterly report on Form 10-Q of Duke Energy Ohio, Inc.; 

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-I5(f) and 15d-I5(f)) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial 
reporting. 

b) 

Date: November 13, 2008 

Is/ JAMES E. ROGERS 
James E Rogers 

Chief Executive Officer 
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EXHIBIT 31.2 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, David L. Hauser, certify that: 

1) I have reviewed this quarterly report on Form 10-(2 of Duke Energy Ohio, Inc ; 

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report: 

Based on my knowledge, the financial statements. and other financial information included in this report, fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-I5(e) and 15d-I5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-15(9 and 15d-15(9) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for eXternal purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed. based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial 
reporting. 

b) 

Date: November 13,2008 

IS/ DAVID L. HAUSER 
David L. Hauser 

Group Executive and 
Chief Financial Officer 
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EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Repolt of Duke Energy Ohio, Inc. ("Duke Energy Ohio") on Form 1 5 Q  for the period ending September 30, 2008 as filed with the 
Securities and Exchange Commission on the date hereof (the "Report"). I, James E. Rogers, Chief Executive Officer of Duke Energy Ohio, certify, pursuant to 18 U.S.C. section 
1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke Energy Ohio. 

Is1 JAMES E. ROGERS 
James E. Rogers 

Chief Executive Officer 
November 13,2008 
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EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Duke Energy Ohio, Inc. ("Duke Energy Ohio") on Form 10-12 for the period ending September 30, 2008 as filed with the 
Securities and Exchange Commission on the date hereof (the "Report"), I, David L. Hauser, Group Executive and Chief Financial Officer of Duke Energy Ohio, certify, pursuant 
to 18 U.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002. that: 

( 1 )  

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke Energy Ohio. 

IS/  DAVID L. HAUSER 
David L. Hauser 

Grouo Executive and Chief Financial Officer 
November 13,2008 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORMI 8-K 
CUlUZENT REPORT 

Pursuant to Section 13 or lS(d) of the 
Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): September 30,2008 

DUKE ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 

1-32853 
(Commission 
File Number) 

526 South Church Street, Charlotte, North Carolina 28202 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY CAROLINAS, LLC 
(Exact Name of Registrant as Specified in  its Charter) 

North Carolina 
(State or Other Jurisdiction 

of Incorporation) 

001-04928 
(Commission 
File Number) 

526 South Church Street, Charlotte, North Carolina 28202-1904 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in  its Charter) 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 

001-1232 
(Commission 
File Number) 

139 East Fourth Street, Cincinnati, Ohio 45202 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY INDIANA, INC. 
(Exact Name of Registrant as Specified in its Charter) 

Indiana 
(State or Other Jurisdiction 

of Incorporation) 
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1000 East Main Street, Plainfield, Indiana 46168 
(Address of Principal Executive Offices, including Zip code) 

(Registrant’s telephone number, including area code) 
(704) 594-6200 

Check the appropriate box below if the Form 8-I< filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

0 
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Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240. 13e-4(c)) 
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Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a 
Registrant. 

On September 30,2008, Duke Energy Corporation and its wholly-owned subsidiaries, Duke Energy Carolinas, LLC, Duke Energy 
Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc.. borrowed a total of approximately $1,000,000,000 under the 
$3,200,000,000 Arnended and Restated Credit Agreement dated June 28, 2007 (the '.Credit Agreement"), among Duke Energy 
Corporation and such subsidiaries, as Borrowers, the banks listed therein, Wachovia Bank, National Association, as Administrative 
Agent, JPMorgan Chase Bank, National Association, Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., as 
Co-Syiidication Agents and The Bank of Tokyo-Mitsubishi, Ltd., New York Branch and Credit Suisse, as Co-Documentation Agents. 
Commitments under the Credit Agreement expire on June 28,2012. Subject to the terms and conditions of the Credit Agreement, 
funds are available for borrowing under the facility through the day prior to the expiration date. The Credit Agreement was further 
described in  a Form 8-K filed July 5, 2007, and the amendment theteto was described in  a Form 8-K filed March 12. 2008. 

The loans are Revolving Credit Loans and bear interest at the Base Rate, as such terms are defined in the Credit Agreement. The loans 
are due and payable on September 30,2009, with respect to each Borrower except Duke Energy Corporation, whose loan is due and 
payable on June 28,2012. All or a portion of the loans may be prepaid in advance of the due date. 

The borrowings were funded in the amounts listed below: 

Duke Energy announced this transaction in a press release dated September 30,2008, a copy of which is filed as Exhibit 99.1 to this 
Form 8-IC. 

Item 9.01. Financial Statements and Exhibits 

99.1 Press Release dated September 30, 2008. 
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SIGNATURE 

Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrants have duly caused this report to be 
signed on their behalf by the undersigned hereunto duly authorized. 

DUKE ENERGY CORPOJUTION 

Date: October 2, 2008 

Date: October 2, 2008 

Date: October 2, 2008 

Date: October 2, 2008 

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is/ Stephen G. De May 

DUKE ENERGY C A ROLJ N AS, L , L X  

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is/ Stephen G. De May 

DUKE ENERGY OHIO, INC. 

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is /  Stephen G. De May 

DUKE ENERGY INDIANA, INC. 

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is/ Stephen G. De May 
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Exhibit Description 

99.1 Press Release dated September 30,2008. 
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Exhibit 99.1 

NEWS RELEASE 

Sept. 30, 2008 

Duke Energy Corporation 
P O  Box 1006 
Chnrlolte. NC 28201 

MEDIA CONTACT Tom Shiel 
Telephone 704-3 82-23 55 
2 4 -Hour : 704-3 82-8.3.33 

ANALYST CONTACT Sean Trauschke 
980-373-7905 

Duke Energy Corporation Draws $1 Billion Under Its Master Credit Agreement 

CHARLOTTE, N.C. - Duke Energy Corporation today announced it is drawing approximately $ 1  billion under its $3.2 billion Master 
Credit Agreement, which expires in June 2012. 

“In light of the uncertain market environment, we made this proactive financial decision to increase our liquidity and cash position and 
to bridge our access to the debt capital markets,’’ said David Hauser, group executive and chief financial officer. “This improves our 
flexibility as we continue to execute our business plans.” 

With this draw, the company expects to have approximately $2 billion of cash and cash equivalents at Sept. 30, 2008. 

Duke Energy, one of the largest electric power companies in the United States, supplies and delivers electricity to approximately 
4 million U S .  customers in  its regulated jurisdictions. The company has approximately 35,000 megawatts of electric generating 
capacity in the Midwest and the Carolinas, and natural gas distribution services in Ohio and Kentucky. In addition, Duke Energy has 
more than 4,000 megawatts of electric generation in  Latin America, and is a joint-venture partner in a U S .  real estate company. 

- more - 
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Headquartered in Charlotte, N.C., Duke Energy is a Fortune 500 company traded on the New York Stock Exchange under the symbol 
DLJK. More information about the company is available on the Internet at: www.duke-enel-gyxom. 

### 
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(Mark One) 
El QUARTERLY REP RT PURSUANT TO SECT1 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, 0°C. 20549 

FORM 10-Q 

N 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the quarterly period ended June 30,2008 Or 

0 TRANSITION REPORT PURSUANTTO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACTOF 1934 
For the transition period from to 

Commission file number 1-1232 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

Ohio 
(Slate or Other Jurisdiction of Incorporation) 

139 East Fourth Street 
Cincinnati, OH 

(Address of Principal Executive Offices) 

31-0240030 
(IRS Employer identification No.) 

45202 
(Zip code) 

704-594-6200 
(Registrant's telephone number, including area code) 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 
months (or for such shorter period that the registrants were required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. YesB N o 0  

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the deiinitions of 
"large accelerated filer,'' "accelerated fileP and "smaller reporting company" in Rule 12b-2 of the Exchange Act. (Check one): 

Large accelerated filer 0 
Non-accelerated filer El 

(Do not check if a smaller reporting company) 

Accelerated filer0 
Smaller reporting company 0 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange Act of 1934). 
Yes0 NoEl 

All of the registrant's common stock is indirectly owned by Duke Energy Corporation (File No. 1-32853) which is a reporting company under the Securities Exchange Act of 
1934, as amended. 

The registrant meets the conditions set forth in General lnstnictions H(l)(a) and (b) of Form 10-Q and is therefore filing this form with the reduced disclosure format specified in 
General Instructions H(2) of Form 10-9. 
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This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 
1934. Forward-looking statements are based on management's beliefs and assumptions. These forward-looking statements are identified by terms and phrases such as 
"anticipate," "believe," "intend," "estimate," "expect," "continue," "should," "could," "may," "plan," "project," "predict," '*will," "potential," "forecast," "target," and similar expressions. 
Forward-looking statements involve risks and uncertainties that may cause actual results to be materially different from the results predicted. Factors that could cause actual 
results to differ materially from those indicated in any forward-looking statement include, but are not limited to: 

State and federal legislative and regulatory initiatives. including costs of compliance with existing and future environmental requirements; 

State and federal legislative and regulatory initiatives and rulings that affect cost and investment recovery or have an impact on rate structures: 

Costs and effects of legal and administrative proceedings, settlements, investigations and claims: 

Industrial, commercial and residential growth in Duke Energy Ohio, Inc 's (Duke Energy Ohio) service territories: 

Additional Competition in electric markets and continued industry consolidation; 

The influence of weather and other natural phenomena on Duke Energy Ohio's operations, including the economic, operational and other effects of tornados, droughts 
and other natural phenomena; 

The timing and extent of changes in commodity prices and interest rates; 

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

The performance of electric generation facilities: 

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

Declines in the market prices of equity securities and resultant cash funding requirements of Duke Energy Ohio for Cinergy Corp.'s defined benefit pension plans; 

The level of credit worthiness of counterparties to Duke Energy Ohio's transactions; 

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

Growth in opportunities for Duke Energy Ohio's business units, including the timing and success of efforts to develop domestic power and other projects: and 

The effect of accounting pronouncements issued periodically by accounting standard-setting bodies 
In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a 

different time than Duke Energy Ohio has described. Duke Energy Ohio undertakes no obligation to publicly update or revise any forward-looking statements, whether as a 
result of new information. future events or otherwise. 

Soiirce: Duke Energy Ohio, In, 1 0 4 ,  August 14, 2008 
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DUKE ENERGY OHIO. INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Unaudited) 
(In millions) 

Item 1. Financial Statements. 

Six Months Three Months 
Ended Ended 

June 30, June 30, 

2008 2007 2008 2007 

k /5d- \ /22/ ’9; 842 \ 76d’ [ Regulated electric 28/ I p 334 1 I 470: 1 I 4641 1 
b e r a t i n g  Revenues - -- -______ 1 

Non-regulated electric and other 
I l y r  

Regulated natural gas 113 108 470 447 c Total operating revenues I ! P  9y  1 p 63/ 1 1 1,78q I 1,679/] 

[ Fuel used in electric generation and purchased power I I I  1- p 6@, 1 1 3471 1 I 4 8 a  
Operating Expenses 

Cost of natural as and coal sold 49 69 299 324 
Ll 1184 _i ila2i_li 3661 1 1 3 6 1  1 

188 
[-Aenance and other 

1 3 a  [ Property and other taxes T/62/ I I 621 1 I 139 1 I 
Total operating expenses 565 668 1,346 1,499 

Operating Income 263 95 486 169 

- - - 
100 95 199 Depreciation and amortization - _ ~ _ _ _  - 

pa ins  (Losses) on Sales of Other Assets and Other, net I I 1  33/ 114 I I 46/ ! I (  I l b l  

i _l~I- i- l  A%-I _ I A l  Interest Expense 23 22 49 45 
Income Before Income Taxes 4 
I-______ ~ _____-____-_ ___ LLLE-!? -LIEl - l_ l_ ! ! i_ - l  I 1 3 1  

b e t  Income ____ __ ____ -- - ___ --i-LE IE- PLL@-BL2%_-P I LSiI 

- - -- ____ ~ - - -- -- - :Other Income and Exenses,  net -- 

Income Tax Expense 89 32 162 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS 

(Unaudited) 
(In millions) 

June 30, December 31, 
2008 2007 

-.--~__-~._~___...-__-._-__-__-____I_._- I 1  - 1 /I  I __ 

I Cash and cash equivalents ~ ~ ~ 3 - x - m r 1 n  
and $3 at December 31.2007)-.- 263 334 

inventory I 228/ I/ 1 I 214 
Unrealized gains on mark-tc-market and hedging transactions 22 

1 Other 1-1-T T I - 7 1 7  
Total current assets 731 695 

-iz--''A---L_i 62 Restricted funds held in trust Ll-?ap.--.-.-....---.. li_-l.._. 2,325/_n 514' -. . . ~  1 j 2,325: 
551 Intangibles, net ~- .. . ._ 

Other 29 33 

BSSETS 
Current Assets 

~ __ 
Receivables (net of allowance for doubtful accounts of $4 at June 30, 2008 

. .. 

Envestments and Ot- .______._ . ~- _._I lA.-_l_ 

~ a ~ e ~ - g ~ ~ . n r n ~ r ~ ~ ~ a n d h . ~ ~ ~ i ~ ~ o ~ ~ ~  -.-:::rr:.: -. -.. .. ... .. -. _.__ .-- :.-~..l - l ~ ~ l ~ ~ . - . ~ ~ ~ - l ~ ~ ~ ~ ~ ~ . ~ ~ l ~ ~ . ~  
i --- I /  I 3,024 I /  I 1 2.9q 
prop** Plant and Equipment ~ 

p o s t  
~ ~ m:m:1-3zz3 

I Net property, plant and equipment ., I /  i 7,59q I /  I 17,480, 

I Deferred debt ex ense 
~ 1 1  - 23 

-- 

Total investments and other assets ,,, I" 

- 
Less accumulated depreciation and amortization 2,213 2,097 

Regulatory Assets and Deferred Debits 

97 90 
I nthm I I  I 3511 II I I Ani1 

-. 
Regulatory asset: related io income taxes 

5;4" 
1 Total Assets -~~ I R I  11,8241 I/ 1 11,677) 

, . - . - . . ~ . . ~ .  ._.- "-...I/.. ' L...""... 1 

471 
~- 

Total regulatory assets and deferred debits 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC 
CONSOLIDATED BALANCE SHEETS-(Continued) 

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

Other LelL J4J 

Total deferred credits and other liabilities I ] 12,17d] I ) 2,110)J 
Commitments and Contingencies 

~ i-- Fommon Stockholder's Eq!!!!y -__...I_.._-_ I_ ~ 

Common stock, $8.50 par value; 120,000,000 shares authorized and 89,663,086 shares outstanding at June 30, 2008 and 
December3 762 762 

227 

Total common stockholder's equity 6.825 6,534 

m $ n a l  paid-in capital ___I___.-_.____ __ lZIl3F~L-ElVml 
r---r-- 1 (2401 I 1 (2q 

I Total L l a b E a n d  Common Stockholder's Equlty I B /11,824) 1 R )11,677/) 

-_ 517 Retamed ~amings-p-.-" [ Accumulated other comprehensive loss 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 
(In millions) 

Six Months Ended 
June 30, 

2008 2007 
;CASH FLOWS FROM OPERATING ACTIVITIES I I I  I 1  I /  li 

Net income $ 290 
1 Adjustments to reconcile net income to net cash provided bysperating activities: 

De reciation and amortization 201 188 

Deferred income taxes 47 (18 

Accrued ension and other ostretirernent benefit costs 14 21 
Contribuion to company-splnsoredpension and other postretirement benefit plans 
(Increase) decrease in: 

(G ins)  losses on sales of other assets and-other, net a I (46) 1 n 1111 
I Regulatory asseffliability amortization -~ I 13 

I I I - 4  I 1 (sa _- 

92 

2 
Inventory --....-..zm 1 I 1211 
Other current assets - 88 . 

Increase (decrease) in: 
Accounts payable 
Taxes accrued 5 

I 
Other current liabilities 

R ~ g ! ! ! % ? ! Y  a s s e ~ l i a b i W ~ E ~ I S  _-___________-- ~ - - ~ - . ~ - - ~ - - ~ . i . _ _ _ i _ i _ ( ~ _ _ t _ _ i _ .  
1 Other liabilities I 1 1 (441) 1 I I (41 

________ 

-- 
37 

7 
.- 

Other assets 34 84 

539 308 

Net cash used in investing activities I 1 K235) 1 I K277)] 
CASH FLOWS FROM FINANCING ACTIVITIES 

(181) Notes payable to amhate. net -- L Dividends to parent ______ ~-~ 
Capital contribution from parent 

Net cash used in financing activities I 1 K305) 1 I I (56Dl 

I 1 4 1  
Cash and cash equivalents at end of period $ 32 $ 20 

1) (25 
I 1 I i 3 /  I 

' Net decrease in cash and cash equivalents _-____ 
1 Cash and cash equlvalents at beginning of period 

See Notes lo Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER’S EQUITY AND COMPREHENSIVE INCOME 

(Unaudited) 
(in millions) 

Accumulated Other Comprehensive 
income (Loss) 

(a) 

(b) 

Net of $4 tax expense in 2007. 

Net of $1 tax expense in 2008. 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
Notes To Unaudited Consolidated Financial Statements 

1. Basis of Presentation 

Cinergy Corp. (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation (Duke Energy). Duke Energy Ohio is a combination electric and gas public utility 
company that provides service in the southwestern portion of Ohio and through its wholly-owned subsidiary, Duke Energy Kentucky, Inc. (Duke Energy Kentucky), in nearby 
areas of Kentucky, as well as unregulated electric generation in parts of Ohio. Illinois, Indiana and Pennsylvania Duke Energy Ohio's principal lines of business include 
generation, transmission and distribution of electricity, the sale of and/or transportation of natural gas, and energy marketing. Duke Energy Kentucky's principal lines of 
business include generation. transmission and distribution of electricity as well as the sale of and/or transportation of natural gas Except where separately noted, references to 
Duke Energy Ohio herein relate to the consolidated operations of Duke Energy Ohioq including its wholly-owned subsidiary Duke Energy Kentucky. These Unaudited 
Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of Duke Energy Ohio and all majority-owned subsidiaries 
where Duke Energy Ohio has control, as well as Duke Energy Ohio's proportionate share of certain generation and transmission facilities in Ohio, Kentucky and Indiana. 

lor interim financial information and with the instructions to Form 10-0 and Regulation S-X. Accordingly, these Consolidated Financial Statements do not include all of the 
information and footnotes required by GAAP for annual financial statements Because the interim Consolidated Financial Statements and Notes do not include all of the 
information and footnotes required by GAAP for annual financial statements, the Consolidated Financial Statements and other information included in this quarterly report 
should be read in conjunction with the Consolidated Financial Statements and Notes in Duke Energy Ohio's Form 10-K for the year ended December 31, 2007. 

financial position and results of operations. Amounts reported in the interim Consolidated Statements of Operations are not necessarily indicative of amounts expected for the 
respective annual periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, the timing of maintenance on electric generating 
units, changes in mark-to-market valuations, changing commodity prices and other factors. 

Use of Estimates. To conform to GAAP in the U.S , management makes estimates and assumptions that affect the amounts reported in the Consolidated Financial 
Statements and Notes. Although these estimates are based on management's best available knowledge at the time, actual results could differ. 

Reclassifications. Certain prior period amounts on the Consolidated Balance Sheets have been reclassified in connection with the adoption of Financial Accounting 
Standards Board (FASB) Staff Position (FSP) No. FIN 39-1, "Amendment of FASB lnlerpretation No 39, Offsetting ofAmounts Related to Certain Contracts," (FSP No FIN 
351)  on January 1, 2008. as discussed below, the effects of which require retrospective application to the Consolidated Balance Sheets. 

Netting of Cash Collateral and Derivative Assets and Liabilltles Under Master Netting Arrangements. On January 1, 2008, Duke Energy Ohio adopted FSP No. FIN 
341. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets lair value amounts (or amounts that approximate fair value) recognized on its Consolidated Balance 
Sheets related to cash collateral amounts receivable or payable against fair value amounts recognized for derivative instruments executed with the same counterparty under 
the same master netting agreement. Prior to the adoption of FSP No. FIN 351, Duke Energy Ohio offset the fair value amounts recognized for derivative instruments executed 
with the same counterparty under the same master netting agreement in accordance with FIN 39, "Offsetfing ofAmounts Related to Cerfain Contracts," but presented cash 
collateral on a gross basis within the Consolidated Balance Sheets. At June 30, 2008 and December 31, 2007, Duke Energy Ohio had receivables related to the right to reclaim 
cash collateral of approximately $16 million and $5 million, respectively, and had payables related to obligations to return cash collateral of approximately $82 million and an 
insignificant amount, respectively, that have been offset against net derivative positions in the Consolidated Balance Sheets Duke Energy Ohio had insignificant cash collateral 
receivables and payables under master netting arrangements that have not been offset against net derivative positions at June 30, 2008 or December 31, 2007. 

Unbllled Revenue. Revenues on sales of electricity and gas are recognized when either the service is provided or the product is delivered. Unbilled revenues are 
estimated by applying an average revenue per kilowatt hour or per thousand cubic feet (Mcf) for all customer classes to the number of estimated kilowatt hours or Mcf's 
delivered but not billed. The amount of unbilled revenues can vary sig- 

Nature of Operations and Basis of Consolidation. Duke Energy Ohio, Inc (Duke Energy Ohio), an Ohio corporation organized in 1837, is a wholly-owned subsidiary of 

These Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles (GAAP) in the United States of America (U.S ) 

These Consolidated Financial Statements reflect all normal recurring adjustments that are, in the opinion of management, necessary to fairly present Duke Energy Ohio's 
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DUKE ENERGY OHIO. INC 
Notes To Unaudited Consolidated Financial Statements-(Continued) 

nificantly period to period as a result of factors including seasonality, weather, customer usage patterns and customer mix Unbilled revenues, which are included in 
Receivables on the Consolidated Balance Sheets, primarily relate to wholesale sales at Commercial Power and were approximately $57 million and $38 million a! June 30, 
2008 and December 31, 2007, respectively. Additionally, receivables for unbilied revenues of approximately $104 million and $145 million at June 30, 2008 and December 31, 
2007, respectively, related to retail accounts receivable at Duke Energy Ohio and Duke Energy Kentucky are included in the sales of accounts receivable to Cinergy 
Receivables Company, LLC (Cinergy Receivables) Duke Energy Ohio and Duke Energy Kentucky sell, on a revolving basis, nearly all of their retail accounts receivable and 
related collections to Cinergy Receivables, a bankruptcy remote, special purpose entity that is a wholly-owned limited liability company of Cinergy The securifizafion fransaction 
was structured to meet the criteria for sale treatment under Statement of Financial Accounting Standards (SFAS) No 140, "Accounting for Transfers and Servicing of Financial 
Assets and Extinguishments of Liabilities-a replacement of FASB Statement No 125," and, accordingly, Cinergy does not consolidate Cinergy Receivables and the transfers of 
receivables are accounted for as sales. 

Other Regulatory Assets and Deferred Debits. The state of Ohio passed comprehensive electric deregulation legislation in 1999, and in 2000, the Public Utilities 
Commission of Ohio (PUCO) approved a stipulation agreement relating to Duke Energy Ohio's transition plan creating a Regulatory Transition Charge (RTC) designed to 
recover Duke Energy Ohio's generation-related regulatory assets and transition costs over a ten-year period beginning January 1 ,  2001 and ending December 2010. 
Accordingly, application of SFAS No. 71, "Accounting for Certain Types of Regulation" (SFAS No. 71), was discontinued for the generation portion of Duke Energy Ohio's 
business. Duke Energy Ohio has a RTC related regulatory asset balance of approximately $191 million and $239 million as of June 30, 2008 and December 31, 2007, 
respectively, which is classified in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 

2. Business Segments 

an Enterprise and Related Information": Franchised Electric and Gas and Commercial Power. Duke Energy Ohio's chief operating decision maker regularly reviews financial 
information about each of these business segments in deciding how to allocate resources and evaluate performance. There is no aggregation within Duke Energy Ohio's 
reportable business segments. 

Franchised Electric and Gas, which conducts operations primarily through Duke Energy Ohio and its wholly-owned subsidiary Duke Energy Kentucky, generates, 
transmits, distributes and sells electricity in southwestern Ohio and northern Kentucky, as well as transports and sells natural gas in southwestern Ohio and northern Kentucky. 

Commercial Power owns, operates and manages non-regulated power plants and engages in the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants as well as other contractual positions. Commercial Power's generation asset fleet consists of Duke Energy Ohio's non-regulated 
generation in Ohio and five Midwestern gas-fired non-regulated generation assets that were transferred from Duke Energy in connection with Duke Energy's merger with 
Cinergy in April 2006. Commercial Power's assets comprise approximately 7,600 megawatts of power generation primarily located in the Midwestern U S. The asset portfolio 
has a diversified fuel mix with baseload and mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units Most of the generation asset output in Ohio 
has been contracted through the rafe sfabilizafion plan (RSP) (see Note 10) 

The remainder of Duke Energy Ohio's operations is presented as Other While it is not considered a business segment, Other primarily includes certain allocated 
governance costs (see Note 8) 

Duke Energy Ohio's reportable segments offer different products and services and are managed separately as business units Accounting policies for Duke Energy Ohio's 
segments are the same as those described in the Notes lo the Consolidated Financial Statements in Duke Energy Ohio's Annual Report on Form 10-K for the year ended 
December 31, 2007. Management evaluates segment performance based on earnings before interest and taxes from continuing operations (EEIT) On a segment basis, EEIT 
excludes discontinued operations and represents all profits from continuing operations (both operating and non-operating and excluding corporate governance costs) before 
deducting interest and taxes 

Cash, cash equivalents, and short-term investments, if any, are managed centrally by Duke Energy, so the interest and dividend income on those balances are excluded 
from segment EBIT Transactions between reportable segments, if any, are included in segment EBIT. 

Duke Energy Ohio operates the following business segments, which are considered reportable business segments under SFAS No. 131, "Disclosures about Segments of 
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DUKE ENERGY OHIO, INC. 
Notes To Unaudited Consolidated Financial Statements-(Continued) 

Segment EBlTl 
Consolidated Income Depreciation 

Unaffillated Before Income and 
Revenues'" Taxes Amortlzation 

in  m e  
b r e e  Months Ended J m e  309 2008L-..- ~ __1_.-I___-I---c.1_._L-d"2-.-!!-- .  1 I 1 

41 $ 58 
244 1 1 421 

__ . 

Total reportable segments -i---i"--r% 795 283 100 

Franchised Electric and Gas 
jCommercial Power 

interest expense 
pther X:-:-~XZ.:IIIIIZ (19~1- I --LIZI 
'Interest income and other 7-1--* I I I r% (23) .-. 

Total consolidated $ 795 $ 246 $ 100 

I --r--1 
Total reportable segment 763 117 - 95 

~ ,- -. -- 

54 
/Three Months Ended June 30,2007 

/C6mmercialPower 67 1 I 411 

- 
Franchised Electric and Gas -~ ,-.- $ -.., ~ ~ - . .  341 $ -  50 __- $ -  

I i l l  - I I (211 lx I lz3  - - (22) 
P e r  
Interest expense 
'Interest income and other - - I I l l  I I I I 

Total consolidated $ 763 $ 81 $ 95 

I I I I I I I I1 Fix  Months Ended June 30,2008 

pommercial Power I 7 846/ I I 387 I 1 8 q  

-&4L--.-.IErB 

!3 - 940 $ 138 $ 116 

Total re ortable se ment 1,786 525 199 

- 
Franchised Electric and Gas 

P h e r  -...!.--~.--- __-_______ ~ ____-__ _ - ~ - ~ ~ ~ _ j ~  - 49 - 
- _. i I - + l  - I I l l  I 

Interest expense 
jlnterest income and other 
Total consolidated $ 1,786 $ 452 $ 199 

(a) There were no intersegment revenues for the three and six months ended June 30, 2008 and 2007. 
Duke Energy Ohio's chief operating decision maker does not regularly review any asset information at a business segment level in deciding how to allocate resources. 
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Segment Assets 

June 30, December 31, 
2008 2007 

3. Sales of Other Assets 

recorded in Gains (Losses) on Sales of Other Assets and Other, net on the Consolidated Statements of Operations. For the six months ended June 30, 2008, the sale of other 
assets resulted in approximately $60 million in proceeds and net pre-tax gains of approximately $46 million recorded in Gains (Losses) on Sales of Other Assets and Other, net 
on the Consolidated Statements of Operations. These amounts primarily relate to Commercial Power's sales of zero cost basis emission allowances. 

For the three months ended June 30, 2007, the sale of other assets resulted in approximately $2 million in proceeds and net pre-tax gains of an insignificant amount 
recorded in Gains (Losses) on Sales of Other Assets and Other, net on the Consolidated Statements of Operations. For the six months ended June 30, 2007, the sale of other 
assets resulted in approximateiy $24 million in proceeds and net pre-tax losses of approximately $1 I million recorded in Gains (Losses) on Sales of Other Assets and Other, 
net on the Consolidated Statements of Operations. These amounts primarily relate to Commercial Power's sales of emission allowances acquired in connection with Duke 
Energy's merger with Cinergy in April 2006, which were written up to fair value as part of purchase accounting 

4. Inventory 

is recorded primarily using the average cost method. 

For the three months ended June 30, 2008, the sale of other assets resulted in approximately $44 million in proceeds and net pre-tax gains of approximately $33 million 

Inventory consists primarily of coal held for electric generation, materials and supplies, and natural gas held in storage for transmission and sales commitments. Inventory 

June 30, December 31, 
2008 2007 

(in millions) ~ 

~ .- -- 
Goal held for electric generation __ p I 97 z 1-73 

66 
I 11 i - s s :  Materials and supyJes -- 69-- 

E - m ? ! ! Y  _____-_____..-I___.-.- ~ 

patural gas 621 

___ ~~ - 
5. Debt and Credit Facilities 

Money Pool Arrangement. Duke Energy Ohio and its wholly-owned subsidiary, Duke Energy Kentucky, receive support for their short-term borrowing needs through their 
participation with Duke Energy and other Duke Energy subsidiaries in a money pool arrangement. Under this arrangement8 those companies with short-term funds may provide 
short-term loans to affiliates participating under this arrangement" The money pool is structured such that Duke Energy Ohio and Duke Energy Kentucky separately manage 
their cash needs and working capital requirements. Accordingly, there is no net settlement of receivables and payables of Duke Energy Ohio and Duke Energy Kentucky, as 
each of these entities independently participate in the money pool. As of June 30, 2008, Duke Energy Ohio had net receivables of approximately $6 million, which are classified 
within Receivables in the accompanying Consolidated Balance Sheets, and Duke Energy Kentucky had net borrowings of approximately $8 million, which are classified within 
Notes payable in the accompanying Consolidated Balance Sheets. As of December 31, 2007, Duke Energy Ohio and Duke Energy Kentucky had combined net borrowings of 
approximately $189 million, which are classified within Notes payable in the accompanying Consolidated Balance Sheets. During the six months ended June 30, 2008 and 
2007, the $181 million decrease and $53 million increase in the money pool borrowings, respectively, are reflected in Notes payable to affiliate, net within Net cash used in 
financing activities on the Consolidated Statements of Cash Flows During the six months ended June 30, 2008, the $6 million increase in the money pool receivables is 
reflected in Other within Net cash used in investing activities on the Consolidated Statements of Cash Flows. 
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At June 30, 2008 and December 31, 2007, approximately $96 million of certain pollution control bonds, which are short-term obligations by nature, are classified as 
Long-term Debt on the Consolidated Balance Sheets due to Duke Energy Ohio's intent and ability to utilize such borrowings as long-term financing. Duke Energy's credit 
facilities with non-cancelable terms in excess of one year as of the balance sheet date give Duke Energy Ohio the ability to refinance these short-term obligations on a 
long-term basis. 

the borrowing capacity was increased by $550 million to $3.2 billion. Pursuant to the amendment, the additional credit capacity of $550 million specifically increased the 
borrowing sub limit for Duke Energy Ohio (excluding Duke Energy Kentucky) by $250 million to $750 million In May 2008, Duke Energy reallocated the borrowing sub limits 
under the master credit facility and reduced Duke Energy Ohio's borrowing sub limit by $50 million to $700 million. The borrowing sub limit of Duke Energy Kentucky did not 
change. 

The amount available to Duke Energy Ohio and Duke Energy Kentucky under their sublimits to Duke Energy's master credit facility is reduced by borrowings through the 
money pool arrangement, issuances of letters of credit and other borrowings. 

Duke Energy's credit agreement contains various financial and other covenants, including, but not limited to, a covenant regarding the debt-to-total capitalization ratio at 
Duke Energy, Duke Energy Ohio and Duke Energy Kentucky to not exceed 65%. Duke Energy Ohio's debt agreements also contain various financial and other covenants. 
Failure to meet these covenants beyond applicable grace periods could result in accelerated due dales and/or termination of the agreements. As of June 30, 2008, Duke 
Energy, Duke Energy Ohio and Duke Energy Kentucky were in compliance with all covenants that would impact Duke Energy Ohio's ability to borrow funds under its debt and 
credit facilities. In addition, some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment, or the acceleration of other 
significant indebtedness of the borrower or some of its subsidiaries. None of the debt or credit agreements contain material adverse change clauses. 

6. Employee Benefit Obligations 

Cinergy were as follows: 

Available Credit Facilitles and Restrlctive Debt Covenants. In March 2008, Duke Energy entered info an amendment to its $2.65 billion master credit facility whereby 

Duke Energy Ohio participates in pension and other post-retirement benefit plans sponsored by Cinergy. Duke Energy Ohio's net periodic benefit costs as allocated by 

Three Months Ended Six Months Ended 
June 30, June 30, 

2008 2007 2008 2007 
____ __^__) 

(a) These amounts exclude approximately $1 million and $4 million for the three months ended June 30. 2008 and 2007, respectively, and approximately $2 million and $7 
million for the six months ended June 30, 2008 and 2007, respectively, of regulatory asset amortization resulting from purchase accounting. 

(b) These amounts exclude approximately $1 million for each of the three months ended June 30, 2008 and 2007, respectively, and approximately $1 million and $2 million 
for the SIX months ended June 30, 2008 and 2007, respectively, of regulatory asset amortization resulting from purchase accounting. 
Duke Energy's policy is to fund amounts for its US. qualified pension plans on an actuarial basis to provide assets sufficient to meet benefit payments to be paid l o  plan 

participants. Duke Energy did not require Duke Energy Ohio to make contributions to the legacy Cinergy qualified or non-qualified pension plans during the three and six 
months ended June 30, 2008 and Duke Energy does not anticipate requiring Duke Energy Ohio to make contributions to the legacy Cinergy qualified or non-qualified pension 
plans during the remainder of 2008. During the six months ended June 30, 2007, approximately $350 million of qualified pension plan contributions were made to the legacy 
Cinergy qualified pension plans, of which approximately $83 million represents contributions made by Duke Energy Ohio. Additionally, Duke Energy Ohio participates in Cinergy 
sponsored employee savings plans that cover substantially all Duke Energy Ohio employees. Duke Energy Ohio made its proportionate share of pre-tax employer matching 
contributions of approximately $2 million and $3 million during the three and six months ended June 30, 2008, respectively. Duke Energy Ohio made its proportionate share of 
pre-tax employer matching contributions of approximately $1 million and $2 million during the three and six months ended June 30, 2007, respectively. 
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7. Goodwill and Intangibles 
Carrylng Amount of Goodwill 

segment and $1,137 million was reflected in the Franchised Electric and Gas segment. 

lntanglble Assets 

The carrying amount of goodwill as of both June 30, 2008 and December 31, 2007 was $2,325 million, of which $1,188 million was reflected in the Commercial Power 

The carrying amount and accumulated amortization of intangible assets as of June 30, 2008 and December 31 ~ 2007 are as follows: 

- 
Emission allowances in the table above include emission allowances which were recorded at fair value on the date of Duke Energy's merger with Cinergy and emission 

allowances purchased by Duke Energy Ohio. Additionally, Duke Energy Ohio is allocated certain zero cost emission allowances on an annual basis. The carrying value of 
emission allowances sold or consumed during the three months ended June 30, 2008 and 2007 were $26 million and $33 million, respectively. The carrying value of emission 
allowances sold or consumed during the six months ended June 30, 2008 and 2007 were $42 million and $100 million, respectively. See Note 3 for discussion of gains and 
losses on sales of emission allowances at Commercial Power during the three and six months ended June 30, 2008 and 2007. 

$13 million, respectively. Amortization expense for gas, coal and power contracts and other intangible assets for the six months ended June 30, 2008 and 2007 was 
Amortization expense for gas, coal and power contracts and other intangible assets for the three months ended June 30, 2008 and 2007 was approximately $4 million and 

approximately $10 million and $25 million respective1 
On July 11 2008 the U S Court of Appeals for t l e  District of Columbia issued a decision vacating the Clean Air Interstate Rule (CAIR) See Note 11 for a discussion of 

the decision Duke Energy Ohio is current1 evaluating the effect of the decision on the carryin value of emission allowances held by its non-regulated businesses Based on 
current market prices for sulfur dioxide (S&) allowances and the uncertainty associated with %lure federal re uirements to reduce emissions management believes that it is 
5ossible that Duke Energ Ohio ma incur an impairment of the carrying value of emission allowances held byeommercial Power of up to $100 million in the third quarter of 
008 Thls current estimaye IS  baseJon total allowances held by Commercial Power as of June 30, 2008 compared to amounts projected to be utilized in operations through 

2037 

Intangible Liabilities 

standard service offer (MBSSO) in Ohio, which is being recognized in earnings over the remaining regulatory period that ends on December 31, 2008. The carrying amount of 
this intangible liability was approximately $34 million and $67 million at June 30, 2008 and December 31, 2007, respectively. Duke Energy Ohio also recorded approximately 
$56 million of intangible liabilities associated with other power sale contracts in connection with the merger. The carrying amount of this intangible liability was approximately 
$19 million and $22 million at June 30, 2008 and December 31, 2007, respectively. During the three and six months ended June 30, 2008, Duke Energy Ohio amortized 
approximately $$8 million and $36 million, respectively, to income related to these intangible liabilities During the three and six months ended June 30, 2007, Duke Energy 
Ohio amortized approximately $10 million 

In connection with the Duke Energy and Cinergy merger, Ruke Energy Ohio recorded an intangible liability of approximately $113 million associated with the market based 
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and $14 million, respectively, to income related to these intangible liabilities. Intangible liabilities are classified as Other Deferred Credits and Other Liabilities on the 
Consolidated Balance Sheets. 

8. Related Pa* Transactions 

regulations. Balances due to or due from related parties included in the Consolidated Balance Sheets as of June 30, 2008 and December 3 1 ,  2007 are as foliows: 
Duke Energy Ohio engages in related party transactions, which are generally performed at cost and in accordance with the applicable state and federal commission 

Balances exclude assets or liabilities associated with accrued pension and other post-retirement benefits, Cinergy Receivables and money pool arrangements, all of which 
are discussed below. 

Of the balance at June 30, 2008, approximately $36 million is classified as Receivables, approximately $7 million is classified as Other within Current Assets, and 
approximately $1 million is classified as Unrealized gains on mark-to-market and hedging transactions within Current Assets on the Consolidated Balance Sheets. The 
balance at December 31, 2007 is classified as Receivables on the Consolidated Balance Sheets. 

The balance at June 30, 2008 is classified as Unrealized gains on mark-to-market and hedging transactions within Investments and Other Assets on the Consolidated 
Balance Sheets. 

Of the balance at June 30, 2008, approximately $(297) million is classified as Accounts payable and approximately $(11) million is classified as Taxes accrued on the 
Consolidated Balance Sheets. Of the balance at December 31, 2007, approximately $(256) million is classified as Accounts payable and approximately $( 10) million is 
classified as Taxes accrued on the Consolidated Balance Sheets. 

Of the balance at June 30, 2008, approximately $(I ,465) million is classified as Deferred income taxes, approximately $(15) million is classified as Investment tax credits, 
and approximately $23 million is classified as Other within Current Assets on the Consolidated Balance Sheets. Of the balance at December 31, 2007, approximately 
$(I ,409) million is classified as Deferred income taxes, aDDroximatelv $(16) million is classified as Investment tax credits, and approximately $24 million is classified as . . .  . .  
Other h h i n  Current Assets on the Consolidated Balance Sheets. 
Duke Energy Ohio is allocated its proportionate share of corporate governance and other costs by a consolidated affiliate of Duke Energy and a consolidated afflliate of 

Cinergy. Corporate governance and other shared services costs are primarily allocations of corporate costs, such as human resources, legal and accounting fees, as well as 
other third party costs. The expenses associated with certain allocated corporate governance and other service costs for Duke Energy Ohio, which are recorded in Operation. 
maintenance and other within Operating Expenses on the Consolidated Statements of Operations were approximately $59 million and $60 million for the three months ended 
June 30, 2008 and 2007, respectively, and approximately $120 million and $116 million for the six months ended June 30, 2008 and 2007, respectively. 

subsidiary. These expenses, which are recorded in Operation. maintenance and other within Operating Expenses on the Consolidated Statements of Operations, were 
approximately $3 million and $10 million for the three months ended June 30, 2008 and 2007, respectively, and approximately $7 million and $14 million for the six months 
ended June 30, 2008 and 2007, respectively. Additionally, Duke Energy Ohio records income associated with the rental of office space to a consolidated affiliate of Duke 
Energy. Rental income was approximately $3 million for each of the three months ended June 30, 2008 and 2007, respectively, and approximately $5 million for each of the six 
months ended June 30, 2008 and 2007, respectively. 

share of expenses associated with these plans (see Note 6). Additionally, Duke Energy Ohio has been allocated accrued pension and other post-retirement benefit obligations 
from Cinergy of approximately $300 million at June 30. 2008 and approximately $266 million at December 31, 2007. These amounts have been classified in the Consolidated 
Balance Sheets as follows: 

Duke Energy Ohio incurs expenses related to its property insurance coverage through Bison Insurance Company Limited, Duke Energy's wholly-owned captive insurance 

Duke Energy Ohio participates in Cinergy's qualified pension plan, non-qualified pension plan and other post-retirement benefit plans and is allocated its proportionate 

June 30, December 31, 
2008 2007 
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As discussed in Note 1, certain trade receivables have been sold by Duke Energy Ohio to Cinergy Receivables. The proceeds obtained from the sales of receivables are 
largely cash, but do include a subordinated note from Cinergy Receivables for a portion of the purchase price. This subordinated note is classified as Receivables in the 
Consolidated Balance Sheets and was approximately $107 million and $189 million, as of June 30, 2008 and December 31, 2007, respectively. The interest income associated 
with the subordinated note, which is recorded in Other Income and Expenses, net on the Consolidated Statements of Operations, was approximately $4 million and $5 million 
for three months ended June 30, 2008 and 2007. respectively, and approximately $12 million and $13 million for the six months ended June 30. 2008 and 2007, respectively. 

During the second quarter of 2007, Duke Energy Ohio received a $29 million capital contribution from its parent, Cinergy. Additionally, during the second quarter of 2007, 
Duke Energy Ohio paid dividends to its parent, Cinergy, of $135 million 

As discussed further in Note 5, Duke Energy Ohio participates in a money pool arrangement with Duke Energy and other Duke Energy subsidiaries. The expenses 
associated with money pool activity, which are recorded in Interest Expense on the Consolidated Statements of Operations, were an insignificant amount and approximately $1 
million for the three months ended June 30, 2008 and 2007, respectively, and approximately $1 million and $3 million for the six months ended June 30, 2008 and 2007, 
respectively. 

9. Risk Management Instruments 
As discussed in Note 1, on January 1,2008, Duke Energy Ohio adopted FSP No. FIN 39-1. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value 

amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or payable against fair value 
amounts recognized for derivative instruments executed with the same counterparty under the same master netting agreement. Amounts presented in the table below exclude 
cash collateral amounts which are disclosed separately in Note 1. 

Net Derlvatlve Portfollo Assets (Liabllltles) reflected In the Consolldated Balance Sheets: 

The following table shows the carrying value of Duke Energy Ohio’s derivative portfolio as of June 30, 2008, and December 31, 2007. 

June 30, December 31, 
2008 2007 

i L _ _ I O L  __-. - -. . ._.-.___. i I : ( m  - 
The amounts in the table above represent the combination of assets and (liabilities) for unrealized gains and losses on mark-to-market and hedging transactions on Duke 

The $159 million increase in the undesignated derivative portfolio fair value is due primarily to unrealized mark-to-market gains within Commercial Power, primarily as a 

Commodity Cash Flow Hedges.As of June 30. 2008, approximately $45 million of the pre-tax unrealized net losses on derivative instruments related to commodity cash 

Energy Ohio’s Consolidated Balance Sheets. 

result of higher coal prices. 

flow hedges included on the Consolidated Balance Sheet in Accumulated Other Comprehensive Loss are expected to be recognized in earnings during the next 12 months as 
the hedged transactions occur However, due to the volatility of the commodities markets, the corresponding values in Accumulated Other Comprehensive Loss will likely 
change prior to their reclassification into earnings. 

No gains or losses due to hedge ineffectiveness were recorded during the three and six months ended June 30,2008 and 2007, respectively. The amount recognized for 
transactions that no longer qualified as cash flow hedges was insignificant for the three and six months ended June 30, 2008 and June 30, 2007, respectively. 

See Note 12 for additional information related to the fair value of Duke Energy Ohio’s derivative instruments. 
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10. Regulatory Matters 
Regulatory Merger Approvals 

renamed Duke Energy Corporation). As a condition to the merger approval, the PUCO, and the Kentucky Public Service Commission (KPSC) required that certain merger, , 
related savings be shared with consumers in Ohio and Kentucky, respectively. The commissions also required Duke Energy Ohio and Duke Energy Kentucky to meet additional 
conditions. Key elements of these conditions include: 

On April 3, 2006, the merger between Duke Energy and Cinergy was consummated to create a newly formed company, Duke Energy Holding Corp (subsequently 

* The PUCO required that Duke Energy Ohio provide (i) a rate reduction of approximately $15 million for one year to facilitate economic development in a time of 
increasing rates and market prices and (ii) a reduction of approximately $21 million to its gas and electric consumers in Ohio for one year, with both credits beginning 
January 1, 2006. During the first quarter of 2007, Duke Energy Ohio completed its merger related rate reductions and filed a report with the PUCO to terminate the 
merger credit riders. Approximately $2 million of the rate reductions was passed through to customers during the six months ended June 30, 2007. 

The KPSC required that Duke Energy Kentucky provide $8 million in rate reductions to its customers over five years, ending when new rates are established in the 
next rate case after January 1, 2008. Approximately $1 million of the rate reduction was passed through to customers during the three and six months ended June 30, 
2008. respectively. Approximately less than $1 million and $1 million of the rate reduction was passed through to customers during the three and six months ended 
June 30, 2007, respectively. 

The FERC approved the merger without conditions 

* 

* 

Franchised Electric and Gas 
Rate Related Information. The KPSC approves rates for retail electric and gas services within the Commonwealth of Kentucky. The PUCO approves rates and market 

prices for retail gas and electric service within the state of Ohio, except that non-regulated sellers of gas and electric generation also are allowed to operate in Ohio (see 
"Commercial Power" below). The FERC approves rates for electric sales to wholesale customers served under cost-based rates. 

Duke Energy Ohio Nectr ic Rate Filings. Duke Energy Ohio operates under a RSP, a MBSSO approved by the PUCO in November 2004. in March 2005, the Office of 
the Ohio Consumers' Council (OCC) appealed the PUCO's approval of the MBSSO to the Supreme Court of Ohio which issued its decision in November 2006. It upheld the 
MBSSO in virtually every respect but remanded to the PUCQ on two issues. The Supreme Court of Ohio ordered the PUCO to support a certain portion of its order with 
reasoning and record evidence and to require Duke Energy Ohio to disclose certain confidential commercial agreements with other parties previously requested by the OCC. 
Duke Energy Ohio has complied with the disclosure order. 

In October 2007, the PIJCO issued its ruling affirming the MBSSO, with certain modifications, and maintaining the current price. The ruling provided for continuation of the 
existing rate components, including the recovery of costs related to new pollution control equipment and capacity costs associated with power purchase contracts to meet 
customer demand, but provided customers an enhanced opportunity to avoid certain pricing components if they are served by a competitive supplier. The ruling also attempted 
to modify the statutory requirement that Duke Energy Ohio transfer its generating assets to an exempt wholesale generator (EWG) and ordered Duke Energy Ohio to retain 
ownership for the remainder of the RSP period. The ruling also incorrectly implied that Duke Energy Ohio's nonresidential RTC will terminate at the end of 2008. On 
November 23, 2007, Duke Energy Ohio filed an application for rehearing on the portions of the PUCOs ruling relating to whether certain pricing components may be avoided by 
customers, the right to transfer generating assets, and the termination date of the RTC. On December 19, 2007, the PUCO issued its Entry on Rehearing granting in part and 
denying in part Duke Energy Ohio's Application for Rehearing Among other things, the PUCQ modified and clarified the applicability of various rate riders during customer 
shopping situations. It also clarified that the residential RTC terminates at the end of 2008 and that the nonresidential RTC terminates at the end of 2010 and agreed to give 
further consideration to whether Duke Energy Ohio may transfer its generating assets to an EWG. 

Energy Ohio's RSP. The October 2007 order permits non-residential customers to avoid certain charges associated with the costs of Duke Energy Ohio standing ready to serve 
such customers if they return afler being served by another supplier Duke Energy Ohio believes the PlJCO exceeded its authority in modifying the charges that may be 
avoided, resulting in 

On February 15, 2008. Duke Energy Ohio filed a notice of appeal with the Ohio Supreme Court challenging a portion of the PUCO's decision on remand regarding Duke 
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Duke Energy Ohio having to subsidize Ohio's competitive electric market Duke Energy Ohio has asked the Ohio Supreme Court to reverse the PUCO ruling and require that 
non-residential customers pay the charges associated with Duke Energy Ohio standing ready to serve them should they return from a competitive supplier On March 28, 2008, 
Duke Energy Ohio voluntarily withdrew its appeal. The OCC filed a notice of appeal challenging the PUCO's October 2007 decision as unlawful and unreasonable. The OCC 
and Ohio Partners for Affordable Energy (OPAE) also filed appeals from the PUCO's November 20, 2007 order approving Duke Energy Ohio's MBSSO riders Duke Energy 
Ohio has intervened in each appeal. Pending the Ohio Supreme Court's consideration of its initial appeal, the OCC requested that the PUCO stay implementation of the 
Infrastructure Maintenance Fund charge to be collected from customers approved in the October 2007 order. The Commission denied the OCC's request and the OCC filed a 
similar request with the Ohio Supreme Court. On July 9. 2008, the court denied the OCC's request to stay implementation of the Infrastructure Maintenance Fund. On April 30, 
2008, the Ohio Supreme Court granted Duke Energy Ohio's motion to intervene in the OCC's appeal. At this time, Duke Energy Ohio cannot predict whether the Ohio Supreme 
Court will reverse the PUCO's decision. Additionally, Duke Energy Ohio cannot predict the outcome of the MBSSO rider appeal: however, Duke Energy Ohio does not 
anticipate the resolution of this matter will have a material impact on its results of operations, cash flows or financial position. 

New legislation (SB 221) was passed on April 23, 2008 and signed by the Governor of Ohio on May 1. 2008. The new law codifies the PUCOs authority to approve an 
electric utility's standard service offer through an electric security plan (ESP), which would allow for pricing structures similar to the current MBSSO Electric utilities are required 
to file an ESP and may also file an application for a market rate option at the same time. The market rate option is a price determined through a competitive bidding process If 
a market rate option price is approved, the utility would blend in the MBSSO or ESP price with the market rate option price over a six- to ten-year period, subject to the PUCO's 
discretion. SB 221 provides for the PUCO to approve non-by-passable charges for new generation, including construction work-in-process from the outset of construction, as 
part of an ESP. The new law grants the PUCO discretion to approve single issue rate adjustments to distribution and transmission rates and establishes new alternative energy 
resources (including renewable energy) portfolio standards, such that the utility's portfolio must consist of at least 25% of these resources by 2025. SB 221 also provides a 
separate requirement for energy efficiency, which must reduce 22% of the utility's load by 2025. The utility's earnings under the ESP can be subject to an annual earnings test 
and the PUCO must order a refund if it finds that the utility's earnings significantly exceed the earnings of benchmark companies with similar business and financial risks. The 
earnings test acts as a cap to the ESP price. SB 221 also limits the ability of a utility to transfer its dedicated generating assets to an EWG absent PUCO approval 

On July 31, 2008, Duke Energy Ohio filed its ESP, a new generation pricing formula to be effective January 1, 2009, when the current RSP is scheduled to expire. Among 
other things, the plan provides pricing mechanisms for compensation related to the advanced energy, including renewables and energy efficiency portfolio standards 
established by SB 221, At this time, Duke Energy Ohio cannot predict the outcome of this proceeding. 

Duke Energy Ohio Gas Rate Case. In July 2007. Duke Energy Ohio filed an application with the PlJCO for an increase in its base rates for gas service. Duke Energy 
Ohio sought an increase of approximately $34 million in revenue, or approximately 5.7%, to be effective in the spring of 2008. The application also requested approval to 
continue tracker recovery of costs associated with the accelerated gas main replacement program The staff of the PlJCO issued a Staff Reporl in December 2007 
recommending an increase of approximately $14 million to $20 million in revenue. The Staff Report also recommended approval for Duke Energy Ohio to continue tracker 
recovery of costs associated with the accelerated gas main replacement program On February 28, 2008. Duke Energy Ohio reached a settlement agreement with the PUCO 
Staff and all of the intervening parties on its request for an increase in natural gas base rates. The settlement called for an annual revenue increase of approximately $18 million 
in base revenue, or 3% over current revenue, permitted continued recovery of costs through 2018 for Duke Energy Ohio's accelerated gas main replacement program and 
permitted recovery of carrying costs on gas stored underground via its monthly gas cost adjustment filing The settlement did not resolve a proposed rate design for residential 
customers, which involved moving more of the fixed charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, 
from the per unit charges to the monthly charge On May 28, 2008, the PUCO approved the settlement in its entirety and the proposed rate design On June 28. 2008, the OCC 
and OPAE filed Applications for Rehearing opposing the rate design. On July 23, 2008, the Ohio Commission issued an Entry denying the rehearing requests of OCC and 
OPAE Duke Energy Ohio does not anticipate the resolution of this matter will have a material impact on its results of operations, cash flows or financial position. 
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service of approximately $86 million. or 4 8% on total electric revenues, to be effective in the second quarter of 2009. Among other things, the rate request includes a proposal 
to increase the monthly residential customer charge from 54.50 to 510, with an offsetting reduction in the usage-based charge. This change in rate design will make customer 
bills more even throughout the year Duke Energy Ohio also proposes a distribution modernization tracker that would allow smaller annual increases to reflect increased 
investment in the delivery system. It would also facilitate the move to a SmartGrid, which would create an interactive delivery system that provides enhanced system 
maintenance and automatic meter reading, eliminating the need for estimated meter readings and inside meter reading. SmartGrid technology will also provide customers with 
real-time usage information to help customers monitor and control their energy usage. 

costs associated with an accelerated gas main replacement program The approval authorized a tracking mechanism to recover certain costs including depreciation and a rate 
of return on the program's capital expenditures. The Kentucky Attorney General appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism as well 
as the KPSC's subsequent approval of annual rate adjustments under this tracking mechanism. In 2005, both Duke Energy Kentucky and the KPSC requested that the court 
dismiss these cases. 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism and for a $14 million annual 
increase in base rates. A portion of the increase is attributable to recovery of the current cost of the accelerafed gas main replacement program in base rates. In December 
2005, the KPSC approved an annual rate increase of $8 million and re-approved the tracking mechanism through 2011. In February 2006, the Kentucky Attorney General 
appealed the KPSC's order to the Franklin Circuit Court, claiming that the order improperly allows Duke Energy Kentucky to increase its rates for gas main replacement costs in 
between general rate cases, and also claiming that the order improperly allows Duke Energy Kentucky to earn a return on investment for the costs recovered under the tracking 
mechanism which permits Duke Energy Kentucky to recover its gas main replacement costs. 

In August 2007, the Franklin Circuit Court consolidated all the pending appeals and ruled that the KPSC lacks legal authority to approve the gas main replacement 
tracking mechanism, and any other annual rate adjustments under the tracking mechanism. To date, Duke Energy Kentucky has collected approximately $9 million in annual 
rate adjustments under the tracking mechanism Duke Energy Kentucky and the KPSC have appealed these cases to the Kentucky Court of Appeals and Duke Energy 
Kentucky continues to utilize tracking mechanisms in its billed rates to customers. At this time, Duke Energy Kentucky cannot predict the outcome of these proceedings. 

Energy Efficiency. On July 11,2007, the PUCO approved Duke Energy Ohio's Demand Side ManagemenffEnergy Efficiency Program (DSM Program). The DSM 
Program consists of ten residential and two commercial programs. Implementation of the programs has begun. The programs were first proposed in 2006 and were endorsed 
by the Duke Energy Community Partnership. which is a collaborative group made up of representatives of organizations interested in energy conservation, efficiency and 
assistance to low-income customers The programs' costs will be recouped through a cost recovery mechanism that will be adjusted annually to reflect the previous year's 
activity. Duke Energy Ohio is permitted to recover lost revenues, program costs and shared savings (once the programs reach 65% of the targeted savings level) through the 
cost recovery mechanism based upon impact studies to be provided to the Staff of the PUCO 

On November 15, 2007, Duke Energy Kentucky filed its annual application to continue existing energy efficiency programs, consisting of nine residential and two 
commercial and industrial programs, and to true-up its gas and electric tracking mechanism for recovery of lost revenues, program costs and shared savings. On February 11,  
2008, Duke Energy Kentucky filed a motion to amend its energy efficiency programs and applied to reinstitute a low income Home Energy Assistance Program. The KPSC 
bifurcated the proposed Home Energy Assistance Program from the other energy efficiency programs. On May 14, 2008, the KPSC approved the energy efficiency programs 
An order on the Home Energy Assistance Program is expected in the third quarter of 2008 

Other Matters 

investigation followed four explosions since 2000 caused by gas riser leaks, including an April 2000 explosion in Duke Energy Ohio's service area. In November 2006, the 
PUCO Staff released the expert report, which concluded that certain types of risers are prone to leaks under various conditions, including over-tightening during initial 
installation. The PUCO Staff 

Duke Energy Ohio Electric Distribution Rate Case. On June 25, 2008. Duke Energy Ohio filed notice with the PUCO that it will seek a rate increase for electric delivery 

Duke Energy Kentucky Gas Rate Cases. In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, among other things, recovery of 

Ohio Riser Leah Investigation. In April 2005, the P(JC0 issued an order opening a statewide investigation into riser leaks in gas pipeline systems throughout Ohio. The 

18 

Source: Duke Energy Ohio, In, 1042, August 14, 2008 



Table of Contents 
PART I 

DUKE ENERGY OHIO. INC 
Notes To Unaudited Consolidated Financial Statements-(Continued) 

recommended that natural gas companies continue to monitor the situation and study the cause of any further riser leaks to determine whether further remedial action is 
warranted. Duke Energy Ohio has approximately 87,000 of these risers on its distribution system. If the PUCO orders natural gas companies to replace all of these risers, Duke 
Energy Ohio estimates a replacement cost of approximately $40 million As part of the rate case filed in July 2007 (see "Duke Energy Ohio Gas Rate Case" above), Duke 
Energy Ohio requested approval from the PUCO to accelerate its riser replacement program. The riser replacement program is contained in the settlement reached with all 
interveners and will be completed at the end of 2012. 

whether to adopt a statewide standard for implementing smart metering. After an investigation, the PUCO issued a March 2007 order requiring all electric utilities to offer tariffs 
to all customer classes which are differentiated, at a minimum, based on on-peak and off-peak wholesale price periods. The PUCO noted that time-of-use meters should be 
available for customers subscribing to these tariffs. The order instructed PUCO Staff to conduct workshop meetings to study the costslbenefits of deploying smart metering 
These workshop meetings are in progress At this time, Duke Energy Ohio cannot predict the outcome of this proceeding. 

FERC 203 Application. On April 23, 2008, Duke Energy Ohio and certain affiliates filed an application with the FERC requesting approval to transfer Duke Energy Ohio's 
electric generating facilities, some of which are designated to serve Ohio customers, to affiliate companies. The affiliate companies would be consolidated by Duke Energy, but 
may not be consolidated by Duke Energy Ohio The FERC filing, if approved, does not obligate Duke Energy to make the transfer of the electric generating facilities, and 
management is in the process of evaluating the potential transfer. Management believes the proposed asset transfer could provide greater financial flexibility for the assets The 
asset transfer complies with Duke Energy Ohio's Corporate Separation Plan that was amended by the PUCO in 2007. As previously discussed, SB 221 limits the ability of a 
utility to transfer its designated generating assets to an EWG absent PUCO approval. The filing does not impact Duke Energy Ohio's current rates. 

Midwest Independent Transmission System Operator, Inc. (Midwest /SO) Resource Adequacy Filing. On December 28.2007, the Midwest IS0  filed its Electric 
Tariff Filing Regarding Resource Adequacy in compliance with the FERC's request of Midwest IS0  to file Phase II of its long-term Resource Adequacy plan by December 2007. 
The proposal includes establishment of a resource adequacy requirement in the form of planning reserve margin On March 26, 2008, the FERC ruled on the Midwest ISO's 
Resource Adequacy filing and ordered that Ihe new Module E tariff be effective March 27, 2008 This action established a Midwest ISO-wide resource adequacy requirement 
for the first Planning Year, which begins June 2009. In the Order, the FERC. among other things, clarified that States have the authority to set their own Planning Reserve 
Margins, as long as they are not inconsistent with any reliability standard approved by the FERC. Duke Energy Ohio does not believe the resource adequacy requirement will 
have a material impact on its consolidated results of operations, cash flows or financial position. 

Midwest /SO'S Establishment of an Ancillary Services Market. On February 25, 2008, the FERC conditionally accepted the Midwest IS0  proposal to implement a 
day-ahead and real-time ancillary services market (ASM). including a scarcity pricing proposal By approving the ASM proposal, the FERC essentially approved the transfer and 
consolidation of Balancing Authority for the entire Midwest I S 0  area This will allow the Midwest I S 0  to determine operating reserve requirements and procure operating 
reserves from all qualified resources from an organized market, in place of the current system of local management and procurement of reserves by the 24 Balancing 
Authorities. The Midwest IS0  has delayed the ASM launch date until September 9, 2008. At this time, Duke Energy Ohio does not believe the establishment of the Midwest 
Ancillary Services Market will have a material impact on its consolidated results of operations, cash flows or financial position. 

power ciistomers and load serving entities, known collectively as the RPM Buyers, filed a complaint at FERC. The complaint asks FERC to find that the results of the three 
transitional base residual auctions conducted by PJM to procure capacity for its RPM capacity market during the years 2008-2011 are unjust and unreasonable because, 
allegedly, they have produced excessive capacity prices, have failed to prevent suppliers from exercising market power, and have not produced benefits commensurate with 
costs. In their complaint, the RPM Buyers propose revised, administratively determined auction clearing prices Certain Duke Energy Ohio revenues are at risk, as Duke Energy 
Ohio planned to supply capacity to this market On July 11, 2008 Duke filed a response to the complaint with the FERC At this time, Duke Energy Ohio cannot predict the 
outcome of this proceeding. 

Ohio Smart Metering Evaluation. In December 2005. the PUCO initiated an investigation into implementing certain provisions of the Energy Policy Act of 2005, including 

PJM lnterconnection Reliability Pricing Model (RPMJ Buyers' Complaint. On May 30, 2008, a group of public utility commissions, state consumer counsels, industrial 
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Commerclal Power 
Reported results for Commercial Power are subject to volatility due to the over- or under-collection of certain costs, including fuel and purchased power, since Commercial 

Power is not subject to regulatory accounting pursuant to SFAS No. 71. In addition, Commercial Power could be impacted by certain of the regulatory matters discussed above, 
including the Duke Energy Ohio electric rate filings. 

11. Commitments and Contingencies 

Environmental 
Duke Energy Ohio is subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other environmental matters. 

These regulations can be changed from time to time, imposing new obligations on Duke Energy Ohio. 
Remediation Activities. Duke Energy Ohio and its affiliates are responsible for environmental remediation at various contaminated sites. These include some properties 

that are part of ongoing Duke Energy Ohio operations, sites formerly owned or used by Duke Energy Ohio entities, and sites owned by third parties. Remediation typically 
involves management of contaminated soils and may involve groundwater remediation. Managed in conjunction with relevant federal, state and local agencies, activities vary 
with site conditions and locations, remedial requirements, complexity and sharing of responsibility. If remediation activities involve statutory joint and several liability provisions, 
strict liability, or cost recovery or contribution actions, Duke Energy Ohio or its affiliates could potentially be held responsible for contamination caused by other parties. In some 
instances, Duke Energy Ohio may share liability associated with contamination with other potentially responsible parties, and may also benefit from insurance policies or 
contractual indemnities that cover some or all cleanup costs. All of these sites generally are managed in the normal course of business or affiliate operations. Duke Energy Ohio 
believes that completion or resolution of these matters will have no material adverse effect on its consolidated results of operations, cash flows or financial position. 

Clean Water Ac t  376(bJ. The US. Environmental Protection Agency (EPA) finalized its cooling water intake structures rule in July 2004. The rule established aquatic 
protection requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs, estuaries, oceans, or other U.S. 
waters for cooling purposes. Three of six coal-fired generating facilities in which Duke Energy Ohio is either a whole or partial owner are affected sources under that rule. On 
January 25,2007. the US. Court of Appeals for the Second Circuit issued its opinion in Riverkeepec lnc v. EPA, Nos. 04-6692-ag(L) et. al. (2d Cir. 2007) remanding most 
aspects of the EPA's rule back to the agency. The court effectively disallowed those portions of the rule most favorable to industry, and the decision creates a great deal of 
uncertainty regarding future requirements and their timing. On April 14, 2008, the U.S. Supreme Court issued an order granting review of the case and briefs were filed on 
July 14, 2008. A decision is not likely until 2009. If the Supreme Court upholds the lower court decision, it is expected that costs will increase as a result of the court's decision, 
althou h Duke Energy Ohio is unable lo estimate its costs lo com ly. 

65ean Air  lnterstate Rule (CAR). The EPAfinallzed its CAlk in May 2005. The CAlR was to have limited total annual and summertime nitrogen oxides NOx emissions 
and annual SO2 emissions from electrlc generatin facilities across the Eastem U S. through a two-phased cap-and-trade program. Phase 1 was to be in in 2609 )or NOx and 
in 2010 for SOz. Phase 2 was to be in in 2015 for%oth NOx and SOz. On March 25 2008 the U S  Court of Appeals for the District of Columbia (D C. Eircuit) heard oral 
argument in a case involving multipk challen es to the CAIR. Near1 all aspects of the ruld were challenged but Duke Ener y challen ed on1 the portions pertainin to SO2 
allowance allocations. On July 11 2008 the 8.C. CircuiAssued its &cision in North Carolina v. EPA No. 05:1244 vacating t& CAlR *e EPklhas until August 25 2808 to 
appeal the decision The D.C Cirkuit's decision creates uncertainty regardin future NOx and SOz emission reductions re uirements and their timin Although as'a result of 
the decision there ma be a dela in the timin of federal requirements to r e f c e  emissions it is ex ected that electric se8or emission reductions afieast as strin ent as those 
imposed by CAlR Will ie requ i rd in  the near future through new federal rules andlor individual stak requirements. CAlR remains in effect until the Court issues iis mandate 
which will not be before the period for petitions for rehearing runs Duke Ener y Ohio's plan had been to spend approximately $150 million between 2008 and 2012 to compljl 
with Phase 1 of CAlR at plants that Duke Energy Ohio owns or partially owns%ut does not operate. It has not been determined how the court's decision will affect these 
planned expenditures Duke Energ Ohio did not expect to incur any signjficant costs for corn lying with Phase 2 of CAlR. Duke Energy Ohio receives partial recovery of 
depreciation and financing costs rerated to environmental compliance projects for 2005-2008 krough Its RSP (see Note I O ) .  
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Duke Energy Ohio is unable to estimate the costs to comply with any new rule EPA may issue as a result of this decision. See Note 7 for a discussion of the potential 

Clean Air Mercury Rule (CAMR). The EPA finalized its CAMR in May 2005. The CAMR was to have limited total annual mercury emissions from coal-fired power plants 
impact of the D.C. Circuit Court's decision to vacate CAlR on the carrying value of emission allowances. 

across the US.  through a two-phased cap-and-trade program beginning in 2010. On February 8, 2008, the D.C. Circuit issued its opinion in New Jersey v €PA, No. 05-1097 
vacating the CAMR. Requests for rehearing were denied. Parties have until August 18, 2008 to request U S. Supreme Court review of the D.C. Circuit's decision. The D C. 
Circuit's decision creates uncertainty regarding future mercury emission reduction requirements and their timing, but makes it fairly certain that there will be a delay in the 
implementation of federal mercury requirements for existing coal-fired power plants. At this point, Duke Energy Ohio is unable to estimate the costs to comply with any future 
mercury regulations that might result from the D.C. Circuit's decision. 

Coal Combustion Product ICCP) Manaqement. Duke Energy Ohio currently estimates that it will spend approximately $95 million over the period 2008-2012 to install 

Extended €nvironmenfalAcfivific?s andkc rua ls .  Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets were total 
accruals related to extended environmental-related activities of approximately $8 million as of both June 30, 2008 and December 31, 2007, respectively. These accruals 
represent Duke Energy Ohio's provisions for costs associated with remediation activities at some of its current and former sites, as well as other relevant environmental 
contingent liabilities. Duke Energy Ohio believes that completion or resolution of these matters will have no material impact on its consolidated results of operations, cash flows 
or financial position. 

Lltigatlon 
New Source Review (NSR) In 1999-2000 the U S. Department of Justice acting on behalf of the EPA and joined by various citizen rou s and states filed a number of 

complaints and notices of violatioi a ainst multi$e utiliiies across the country fo i  alleged violations of the NSR provisions of the Clean Air,& (8AA Generally the 
government alleges that pro'ects petormed at various coal-fired units were major modifications as defined in the CAA and that the utilities violatedihe CAA when they 
undertook those projects wihout obtaining permits and installing the best available emission cohtrols for SO2 NOx and particulate matter. The com laints seek injunctive relief 
to require installation of pollution control technolo y on various allegedly violating generating units and unspckified civil penalties in amounts of u Po $32 500 per day for each 
violation. Two of Duke Energy Ohio's plants have%een subject to these allegations. Duke Energy Ohio asserts that there were no CAA violations Fecausi the applicable 
regulations do not require permitting in cases where the projects undertaken are "routine" or otherwise do not result in a net increase in emissions. 

the CAA at Duke Energy Ohio's W.C Beckjord and Miami Fort Stations. Three northeast states and two environmental groups have intervened in the case. A jury trial 
commenced on May 5,2008 and jury verdict was returned on May 22,2008. The jury found in favor of Cinergy, Duke Energy Ohio and Duke Energy Indiana, Inc. on all but 
three units at Wabash River. The remedy phase of the case is expected to commence in December 2008. Based on previous rulings by the judge in this case, the Wabash 
River units are not subject to civil penalties; and therefore, the remedy phase will address only the appropriate injunctive relief Additionally, the plaintiffs had claimed that Duke 
Energy Ohio violated an Administrative Consent Order entered into in 1998 between the EPA and Cinergy relating to alleged violations of Ohio's State Implementation Plan 
(SIP) provisions governing particulate matter at Duke Energy Ohio's W.C. Beckjord Station. The judge previously granted summary judgment against Duke Energy Ohio with 
respect to this allegation and it will be considered during the December 2008 remedy phase as well. 

a station operated by DP&L and jointly-owned by DP&L, Columbus Southem Power Company 

In November 1999, the U.S. brought a lawsuit in the US.  Federal District Court for the Southem District of Indiana against Duke Energy Ohio alleging various violations of 

Duke Energy Ohio has been informed by Dayton Power and Light (DP&L) that in June 2000, the EPA issued a NOV to DP&L for alleged violations of CAA requirements at 
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(CSP), and Duke Energy Ohio. The NOV indicated the EPA may issue an order requiring compliance with the requirements of the Ohio SIP, or bring a civil action seeking 
injunctive relief and civil penalties of up to $27,500 per day for each violation. In September 2004, Marilyn Wall and the Sierra Club brought a lawsuit against Duke Energy Ohio, 
DP&L and CSP for alleged violations of the CAA at this same generating station. Trial of this case was originally scheduled to commence in August 2008, however, the parties 
have reached an agreement in principle to settle this matter, subject to the execution of a definitive agreement, which is currently being negotiated, and court approval. The 
proposed settlement will not have a material adverse effect on Duke Energy Ohio's consolidated results of operations, cash flows or financial position. 

Section f26  Petitions. In March 2004, the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that sources in 13 upwind states, 
including Ohio, significantly contribute to North Carolina's non-attainment with certain ambient air quality standards. In August 2005. the EPA issued a proposed response to the 
petition. The EPA proposed to deny the ozone portion of the petition based upon a lack of contribution to air quality by the named states The EPA also proposed to deny the 
particulate matter portion of the petition based upon the CAlR Federal Implementation Plan (FIP), that would address the air quality concerns from neighboring states. On 
April 28, 2006, the EPA denied North Carolina's petition based upon the final CAlR FIP described above North Carolina has filed a legal challenge to the EPA's denial At this 
time, Duke Energy Ohio cannot predict the outcome of this roceeding. 

Carbon Dioxide (COz) Litigation. In July 2004 the s i t e s  of Connecticut, New York, Cajifomia, Iowa. New Jersey, Rhode Island, Vermont, Wisconsin and the,City of 
New,York brough! a lawsuit in the U.S. District Court tor the Southern D!strict of New York a ainst Cinerg , American Electric Power Company Inc., American Electric Power 
Service Corporation The Southem Company Tennessee Valley Authority and Xcel Energyync A similariawsuit was filed in the US. District dourt for the Southem District of 
New York against thk same companies by Open Space Institute Inc , Opkn Space Consewan,$ Inc., and The Audubon Socjety of New Hampshire. These lawsuits allege that 
the defendants' emissions of COz from the combustion of fossil tuels at electric generating facili ies contribute to lobal warmin and a,mount to a public nuisance. The 
complaints also allege that the defendants could generate the same amount of electricity while emittin si nificanyly less COz. ?he plaintiffs are seekin an injunction re uiring 
each defendanl!o cap its COz emissions and then reduce them by a specified, percenta e each ear f% a? least a decade. In September 2005. the Di i r ic t  Court grante1,the. 
defendants' motion to dismiss the lawsuit. The plaintiffs have ap ealed !his rulin to the tecond Zircuit Court of Appeals. Oral arguments were held before the Second Circuit 
Court of Appeals on June 7 2006. It is not possible to predict wiph certainty wheiher Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke 
Energy Ohio might incur in konnection with this matter 

Zirnrner Generating Station (Zimrner Station) Lawsuit. In November 2004, a citizen of the Village of Moscow, Ohio, the town adjacent to Duke Energy Ohio's Zimmer 
Station, brought a purported class action in the US. District Court for the Southern District of Ohio seeking monetary damages and injunctive relief against Duke Energy Ohio 
for alleged violations of the CAA, the Ohio SIP, and Ohio laws against nuisance and common law nuisance. The plaintiffs have filed a number of additional notices of intent to 
sue and two lawsuits raising claims similar to those in the original claim. One lawsuit was dismissed on procedural grounds, and the remaining two have been consolidated. On 
December 28. 2006, the District Court certified this case as a class action. Discovery in the case continues At this time, Duke Energy Ohio cannot predict whether the outcome 
of this matter will have a material impact on its consolidated results of operations, cash flows or financial position. Duke Energy Ohio intends to defend this lawsuit vigorously in 
court. 

Hurricane Katrina Lawsuit. In April 2006, Cinergy was named in the third amended complaint of a purported class action lawsuit filed in the U.S District Court for the 
Southern District of Mississippi. Plaintiffs claim that Cinergy, along with numerous other utilities, oil companies, coal companies and chemical companies, are liable for 
damages relating to losses suffered by victims of Hurricane Katrina Plaintiffs claim that defendants' greenhouse gas emissions contributed to the frequency and intensity of 
storms such as Hurricane Katrina. On August 30, 2007, the court dismissed the case. The plaintiffs have filed their appeal to the Fifth Circuit Court of Appeals and oral 
argument was heard on August 6.2008 It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke 
Erkrgy Ohio might incur in connection with this matter. 

in the Southem District of Ohio Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas & Electric Company (CG&E)), conspired to provide inequitable and unfair price 
advantages for certain large business consumers by entering into non-public option agreements with such consumers in exchange for their withdrawal of challenges to Duke 
Energy Ohio's (then CG&E's) pending RSP, which was implemented in early 2005 Duke Energy Ohio denies the allegations made in the lawsuit. Following Duke Energy 
Ohio's filing of a motion to dismiss plaintiffs' claims, plaintiffs amended their complaint on May 30, 2008. Plaintiffs now contend that the contracts at issue were an illegal rebate 
which violate antitrust and RlCO statutes. Defendants have again moved to 

Ohio Antitrust Lawsuit. In January 2008, four plaintiffs, including individual, industrial and non-profit customers, filed a lawsuit against Duke Energy Ohio in federal court 
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dismiss the claims. It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke Energy Ohio might 
incur in connection with this matter, 

Asbestos-related lnjuries and Damages Claims. Duke Energy Ohio has been named as a defendant or co-defendant in lawsuits related to asbestos at its electric 
generating stations. The impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position of these cases to date has not been material. Based 
on estimates under varying assumptions concerning uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos during construction or 
maintenance of Duke Energy Ohio's generating plants; (ii) the possible incidence of various illnesses among exposed workers; and (iii) the potential settlement costs without 
federal or other legislation that addresses asbestos tort actions, Duke Energy Ohio estimates that the range of reasonably possible exposure in existing and future suits over 
the foreseeable future is not material. This estimated range of exposure may change as additional settlements occur and claims are made and more case law is established. 

of business, some of which involve substantial amounts. Duke Energy Ohio believes that the final disposition of these proceedings will not have a material adverse effect on its 
consolidated results of operations, cash flows or financial position. 

insignificant reserves for these proceedings and exposures. Duke Energy Ohio expenses legal costs related to the defense of loss contingencies as incurred 

Other Commitments and Contlngencles 

that may or may not be recognized on the Consolidated Balance Sheets 

12. Fair Value of Financial Assets and Liabilities 

limited to financial instruments and to non-financial derivatives as, in February 2008, the FASB issued FSP No. 157-2, which delayed the effective date of SFAS No. 157 for one 
year for non-financial assets and liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis. There was no 
cumulative effect adjustment to retained earnings for Duke Energy Ohio as a result of the adoption of SFAS No. 157. 

SFAS No. 157 defines fair value, establishes a framework for measuring fair value in GAAP and expands disclosure requirements about fair value measurements. Under 
SFAS No. 157, fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement 
date. The fair value definition under SFAS No. 157 focuses on an exit price, which is the price that would be received by Duke Energy Ohio to sell an asset or paid to transfer a 
liability versus an entry price, which would be the price paid to acquire an asset or received to assume a liability Although SFAS No 157 does not require additional fair value 
measurements, it applies to other accounting pronouncements that require or permit fair value measurements. 

Duke Energy Ohio determines fair value of financial assets and liabilities based on the following fair value hierarchy, as prescribed by SFAS No 157, which prioritizes the 
inputs to valuation techniques used to measure fair value into three levels: 

Level 1 inputs -unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy Ohio has the ability to access. An active market for the 
asset or liability is one in which transactions for the asset or liability occur with sufficient frequency and volume to provide ongoing pricing information. Duke Energy Ohio does 
not adjust quoted market prices on Level 1 inputs for any blockage factor. 

Level 2 inputs -inputs other than quoted market prices included in Level 1 that are observable, either directly or indirectly, for the asset or liability. Level 2 inputs include, 
but are not limited to, quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in markets that are not active and 
inputs other than quoted market prices that are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly quoted intervals, 
volatilities, credit risk and default rates. 

Other Lit igation and Legal Proceedings. Duke Energy Ohio and its subsidiaries are involved in other legal. tax and regulatory proceedings arising in the ordinary course 

Ruke Energy Ohio has exposure to certain legal matters that are described herein. As of June 30, 2008 and December 31, 2007, Duke Energy Ohio has recorded 

General. Duke Energy Ohio enters into various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or power purchase contracts) 

On January 1, 2008, Duke Energy Ohio adopted SFAS No. 157, "Fair Value Measurements" (SFAS No. 157). Duke Energy Ohio's adoption of SFAS No. 157 is currently 

Level 3 Inputs - unobservable inputs for the asset or liability 
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In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option forFinancial Assets and Financial Liabilities-including an amendment of FASB Sfatemenf 
No 11s (SFAS No. 159), which permits entities to elect to measure many financial instruments and certain other items at fair value. For Duke Energy Ohio, SFAS No. 159 was 
effective as of January 1, 2008 and had no impact on amounts presented for periods prior to the effective date Duke Energy Ohio does not currently have any financial assets 
or financial liabilities for which the provisions of SFAS No. 159 have been elected However, in the future, Duke Energy Ohio may elect to measure certain financial instruments 
at fair value in accordance with this standard. 

and hedging transactions and Unrealized losses on mark-to-market and hedging transactions on Duke Energy Ohio's Consolidated Balance Sheets at fair value at June 30, 
2008. Amounts presented in the table below exclude cash collateral amounts which are disclosed separately in Note 1. 

The following table provides the fair value measurement amounts for assets and liabilities recorded in both current and non-current Unrealized gains on mark-to-market 

Total Fair Value 
Amounts at 

June 30,2008 Level 1 Level 2 Level 3 - - - 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis where the determination 
of fair value includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derivatlves (net) 

(in mllllons) 

~~~~sEndedJune308-- 2 . ... .-. _I_......_.1.-.....__-__. .. _ l . . _ _ . _ ~ _ . ~ ~ _ ~ ~ - ~ _ ~ ~ ~ - ~ ~ ~ ~  
- 

Falance at A ril 1, 2008 
m p r e - i x  realized or unrealized gains included in eamngs: 

r Total pre-tax losses included in other comprehensive Income 

/-l'iii$gains included onbalancesheetmregulatoryassety5r as non-current liability 

68 - Revenue, non-regulated - - 
(Sm 

I 
Net urchases. sales, issuances and settlements 

pix Months Ended June 30,2008 _-! 1-L-l 

Revenue, ~ n m . r a r n ~ a l 4 c . A  77 

Balance at Janua I, 2008 
[ Total pre-tax rGlized or unrealized gains included in earnings: -rpT 
j Total pre-tax losses iricii 

Net purchases, sales, is 

,u,,-,k!jw,a,k" . .  
ided In other comprehensive income __ -- I I .. . .__I 

suances and settlements 

Balance at June 30,2008 ___ I Is iIIIzZ 
- 

re-tax amounts included in the Consolidated Statements of Operations related to Level 3 
measurements outstanding at June 30, 2008: 

Revenue, non-regulated 63 

The valuation method of the primary fair value measurements disclosed above is as follows: 

spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and 
Commodity derivatives: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is adjusted for liquidity (bid-ask 
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discounted to present value The primary difference between a Level 2 and a Level 3 measurement has to do with the level of activity in forward markets for the commodity If 
the market is relatively inactive, the measurement is deemed to be a Level 3 measurement. Some commodity derivatives are NYMEX contracts, which Duke Energy Ohio 
classifies as Level 1 measurements. 

13. New Accounting Standards 

presented in the accompanying Consolidated Financial Statements: 
The following new accounting standards were adopted by Duke Energy Ohio subsequent to June 30. 2007 and the impact of such adoption, if applicable, has been 

SFAS No 157. Refer to Note 12 for a discussion of Duke Energy Ohio's adoption of SFAS No 157. 
SFAS No 759 Refer to Note 12 for a discussion of Duke Energy Ohio's adoption of SFAS No. 159. 
FSPNo FIN 39-7. Refer to Note 1 for a discussion of Duke Energy Ohio's adoption of FSP No. FIN 39-1. 
The following new accounting standards have been issued, but have not yet been adopted by Duke Energy Ohio as of June 30, 2008: 
SFAS No 147 (revised 2007). "Business Combinations"fSFAS No 147R) In December 2007, the FASB issued SFAS No. 141R. which replaces SFAS No 141, 

"Business Combinations." SFAS No. 141R retains the fundamental requirements in SFAS No. 141 that the acquisition method of accounting be used for all business 
combinations and that an acquirer be identified for each business combination. This statement also establishes principles and requirements for how an acquirer recognizes and 
measures in its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling (minority) interests in an acquiree. and any goodwill acquired in 
a business combination or gain recognized from a bargain purchase. For Duke Energy Ohio, SFAS No. 141R must be applied prospectively to business combinations for which 
the acquisition date occurs on or after January 1, 2009. The impact to Duke Energy Ohio of applying SFAS No. 141R for periods subsequent to implementation will be 
dependent upon the nature of any transactions within the scope of SFAS No. 141R. SFAS No. 141R changes the accounting for income taxes related to prior business 
combinations, such as Duke Energy's merger with Cinergy. Subsequent to the effective date of SFAS No. 141R. the resolution of tax contingencies relating to Cinergy that 
existed as of the date of the merger will be required to be reflected in the Consolidated Statements of Operations instead of being reflected as an adjustment to the purchase 
price via an adjustment to goodwill 

SFAS No. 761, "Disclosures about Derivative Instruments and Hedging Activities-an amendment to FASB Statement No f33"(SFAS No. 16fj In March 2008, the FASB 
issued SFAS No. 161. which amends and expands the disclosure requirements for derivative instruments and hedging activities prescribed by SFAS No 133, "Accounting for 
Derivative Instruments and Hedging Activities." SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures 
about fair value amounts of and gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. Duke Energy 
Ohio will adopt SFAS No. 161 as of January 1, 2009 and SFAS No. 161 encourages, but does not require, comparative disclosure for earlier periods at initial adoption. The 
adoption of SFAS No 161 will not have any impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position. 

14. Income Taxes and Other Taxes 

Duke Energy, where the separate return method is used to allocate tax expenses and benefits to the subsidiaries whose investments or results of operations provide these tax 
expenses and benefits. The accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohio were a separate 
company filing its own tax return as a C-Corporation. 

At June 30, 2008, Duke Energy Ohio has approximately 546 million recorded for unrecognized tax benefits and no portion of the total unrecognized tax benefits, if 
recognized, would affect the effective tax rate. Additionally, at June 30, 2008, Duke Energy Ohio has approximately 57 million of unrecognized tax benefits related to 
premerger tax positions that, if recognized prior to the adoption of SFAS No. 141R, would affect goodwill. It is reasonably possible that Duke Energy Dhio will reflect an 
approximate $35 million reduction in unrecognized tax benefits within the next twelve months due to expected settlements. 

Consolidated Statements of Operations related to income taxes. At June 30, 2008, Duke Energy 

The taxable income of Duke Energy Ohio is reflected in Duke Energy's U S. federal and state income tax returns. Duke Energy Ohio has a tax sharing agreement with 

During the three and six months ended June 30, 2008, Duke Energy Ohio recognized net interest expense of approximately 51 million and 52 million, respectively, in the 
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Ohio had approximately $8 million of interest payable, which reflects all interest related to income taxes, and no amount has been accrued for the payment of penalties in the 
Consolidated Balance Sheets. 

Duke Energy Ohio has the following !ax years open: 

Jurlsdlction - 
Fed era I 
State 

The effective tax rate for the three months ended June 30, 2008 was approximately 35.9% as compared lo the effective tax rate of 39 8% for the same period in 2007. The 
effective tax rate for the six months ended June 30, 2008 was approximately 35.8% as compared to the effective tax rate of 39.0% for !he same period in 2007. The decrease in 
the effective tax rate for both the three and six months ended June 30, 2008 is due primarily to less of an effect to the effective tax rate calculation from permanent items in 
2008 as compared to 2007 as a result of significantly higher pre-tax income in 2008 

Excise Taxes. Certain excise taxes levied by state or local governments are collected by D u k e  Energy Ohio from its customers. These taxes, which are required to be 
paid regardless of Duke Energy Ohio's ability to collect from the customer, are accounted for on a gross basis. When D u k e  Energy Ohio acts as an agent, and the tax is not 
required to be remitted if it is not collected from the customer, the taxes are accounted for on a net basis. D u k e  Energy Ohio's excise taxes accounted for on a gross basis and 
recorded as Operating Revenues in the accompanying Consolidated Statements of Operations for !he three and six months ended June 30, 2008 and 2007 were as follows: 

2000 and after 
Closed through 2001, with the exception of any adjustments related to open federal years 

Three Months Three Months Six Months SIX Months 
Ended Ended Ended Ended 

June 30,2008 June 30,2007 June 30,2008 June 30, 2007 

15. Comprehensive Income and Total Comprehensive Income 
Comprehensive Income. Comprehensive income includes net income and all other non-owner changes in equity. The table below provides !he components of other 

comprehensive income and total comprehensive income for the three months ended June 30, 2008 and 2007. Components of other comprehensive income and total 
comprehensive income for the six months ended June 30, 2008 and 2007 are presented in the Consolidated Statements of Common Stockholder's Equity and Comprehensive 
Income. 

Total Comprehenslve Income (Loss) 

Three Months Ended 
June 30, 

2008 2007 - - 

(a) Cash flow hedges, net of an insignificant tax benefit and $2 million tax expense for the three months ended June 30, 2008 and 2007, respectively. 

16. Subsequent Events 
For information on subsequent events related to goodwill and intangibles, regulatory matters and commitments and contingencies, see Notes 7, 10 and 11, respectively 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations. 

Management's Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements. 
Duke Energy Ohio, Inc. (Duke Energy Ohio) is a wholly-owned subsidiary of Cinergy Corp (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation 

(Duke Energy). Duke Energy Ohio's principal lines of business include generation, transmission and distribution of electricity, the sale of and/or transportation of natural gas, 
and energy marketing 

INTRODUCTION 

BASIS OF PRESENTATION 

lo-Q. 

DUKE ENERGY OHIO 

The results of operations and variance discussion for Duke Energy Ohio is presented in a reduced disclosure format in accordance with General Instructions H(2) of Form 

Six Months Ended 
June 30, 

Increase 
2008 2007 (Decrease) - -  

. ~ - ~ - . ~ ~ _ _ _ _ _ _ ~  
Pperating revenues 11,7861 .__ 

1,346 

_ _ I -  -. 

.... 
........... ............... 

_ _ _ _ I _  

.. 
....... ......................... ........... ... ............... 1:- -[:T-Gq----J::l:mr ---3---K33B , Income=rmaxes - ._ 

EE!M3? ............. . _. . ................ .... . . . ~ ~ . ~ 9 ~ - -  ' ~ . - - ~ ~ ~ - ~ ~ ~ ~ ~ ~ ~ ~ ~ ~  

- - ~  
.. -. 107 Income tax expense 162 - -  

___ __ ..._-..--__._--._I__.-..-..-_ ... -_ ... .... __ .... 

7 -  - 
The $204 million increase in Duke Energy Ohio's Net Income was primarily due to the following factors: 

Operating Revenues The increase was primarily due to 

* A $60 million increase in net mark-to-market revenues on non-qualifying power and capacity hedge contracts. consisting of mark-to-market gains of $11 million in 2008 
compared to losses of $49 million in 2007. 

A $30 million increase in retail electric revenues primarily due to increased amortization of purchase accounting valuation liability of the rate stabilization plan, 

- A $16 million increase in regulated fuel revenues driven mainly by higher natural gas costs. 

An $8 million increase due to higher PJM capacity revenues in 2008 compared to 2007, partially offset by lower generation volumes from the Midwest gas-fired 
generation assets, 

An $8 million increase related to the Demand Side Management rider implemented in the third quarter of 2007, 

- A $5 million increase in wholesale revenues due to higher generation volumes in 2008 compared to 2007, and 

* 

Partially offsetting these increases were: 

- 

A $4 million increase due to implementation of new gas rates in Ohio 

A $27 million decrease in volumes of coal sales due to expiration of contracts, and 

* A $4 million decrease due to milder weather in 2008 compared to 2007 

Operating Expenses The decrease was primarily due to 

* A $100 million decrease in fuel expense due to mark-to-market gains on non-qualifying fuel hedge contracts of $145 million in 2008 compared to gains of $45 million in 
2007, 
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- A $32 million decrease due primarily to lower sulfur dioxide emission allowance expenses due to installation of flue gas desulphurization equipment, 

* A $26 million decrease in expenses associated with coal sales due to expiration of contracts, 

* A $13 million decrease in retail fuel and purchased power expenses due to realized gains from the settlement of certain fuel contracts, and 

- 
Partially offsetting these decreases were: 

- 

A $7 million decrease in fuel and operating expenses for the Midwest gas-fired generation assets primarily due to lower generation volumes in 2008 compared to 2007. 

An $18 million increase in regulated fuel expense primarily due to higher natural gas costs, and 

* A $5 million increase in amortization of the Ohio Demand Side Management costs. 

Gains (Losses) on Sales of OtherAssets and Other, net Increase in 2008 compared to 2007 is attributable to gains on sales of emission allowances in 2008 compared to 
losses on sales of emission allowances in 2007. Gains in 2008 were a result of sales of zero cost basis emission allowances. Losses in 2007 were a result of sales of emission 
allowances acquired in connection with Duke Energy's merger with Cinergy in April 2006 which were written up to fair value as part of purchase accounting. 

h o m e  Tax Expense Income Tax Expense increased for the six months ended June 30,2008 as compared to the same period in the prior year. The increase is primarily 
the result of higher pre-tax income, partially offset by a lower effective tax rate for the six months ended June 30, 2008 (36%) compared to the same period in 2007 (39%). The 
decrease in the effedive tax rate is due primarily to less of an effect to the effective tax rate calculation from permanent items in 2008 as compared to 2007 as a resun of 
significantly higher pre-tax income in 2008. 

MATTERS IMPACTING FUTURE RESULTS 
On July 11, 2008, the U.S. Court of Appeals far the District of Columbia issued a decision vacating the Clean Air Interstate Rule. See Note 11, "Commitments and 

Contingencies," to the Consolidated Financial Statements for a discussion of the decision. Duke Energy Ohio is currently evaluating the effect of the decision on the carrying 
value of emission allowances held by its non-regulated businesses. Based on current market prices for sulfur dioxide allowances, and the uncertainty associated with future 
federal requirements to reduce emissions, management believes that it is possible that Duke Energy Ohio may incur an impairment of the carrying value of emission 
allowances held by Commercial Power of up to $100 million in the third quarter of 2008. This current estimate is based on total allowances held by Commercial Power as of 
June 30, 2008 compared to amounts projected to be utilized in operations through 2037. 

OTHER MATTERS 
At June 30, 2008, Duke Energy Ohio had approximately $440 million of auction rate pollution control bonds outstanding. The maximum auction rate for approximately 

$270 million of this debt is 1.75times one-month London Interbank Offered Rate (LIBOR) and the maximum auction rate for the remaining balance of approximately $170 
million is 2.0 times one-month LIBOR. While Duke Energy Ohio intends to refund and refinance these tax exempt auction rate bonds, the timing of such refinancing transactions 
is uncertain and subject to market conditions. 
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PART I 

item 4. Controls and Procedures. 

Disclosure Controls and Procedures 

reports it files or submits under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and reported, within the time periods specified by the 
Securities and Exchange Commission's (SEC) rules and forms. 

disclosed by Duke Energy Ohio in the reports it files or submits under the Exchange Act is accumulated and communicated to management8 including the Chief Executive 
Officer and Chief Financial Ofticer, as appropriate, to allow timely decisions regarding required disclosure. 

effectiveness of its disclosure controls and procedures (as such term is defined in Rule 13a-I5(e) and 15d-I5(e) under the Exchange Act) as of June 30, 2008, and, based 
upon this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective in providing reasonable assurance 
of compliance. 

Changes in Internal Control over Financial Reporting 

changes in internal control over financial reporting (as such term is defined in Rules 13a-l5(f) and 15d..15(f) under the Exchange Act) that occurred during the fiscal quarter 
ended June 30, 2008 and have concluded that no change has materially affected, or is reasonably likely to materially affect, internal control over financial reporting. 

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by Duke Energy Ohio in the 

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information required lo be 

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated the 

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated 
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PART II. OTHER INFORMATION 

Item 1. Legal Proceedings 
the Consolidated Financial Statements, "Regulatory Matters" and Note 1 1  to the Consolidated Financial Statements, "Commitments and Contingencies." 

Item 1A. Risk Factors 
Ohio's Annual Report on Form 10-K for the year ended December 31, 2007, which could materially affect Duke Energy Ohio's financial condition or future results. Additional 
risks and uncertainties not currently known to Duke Energy Ohio or that Duke Energy Ohio currently deems to be immaterial also may adversely affect Duke Energy Ohio's 
financial condition andlor results of operations. 

For information regarding legal proceedings that became reportable events or in which there were material developments in the second quarter of 2008, see Note 10 to 

In addition to the other information set forth in this report, careful consideration should be given to the factors discussed in Part I, "Item 1A. Risk Factors" in Duke Energy 
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Item 6. Exhibits 

(a) Exhibits 
Exhibits filed or furnished herewith are designated by an asterisk (*)" 

Exhlblt 
Number 

'31.1 

'31.2 

*32.1 

'32.2 

Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Qxley Act of 2002. 

Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxiey Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as an exhibit does not exceed 
10% of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon request of the Securities and Exchange Commission, to 
furnish copies of any or all of such instruments to it. 
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SIGNATURES 

Pursuant to the requlrements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned 
thereunto duly authorized. 

DUKE ENERGY OHIO, INC. 

Date: August 14. 2008 Is/ DAVID L. HAUSER 

Date: August 14, 2008 
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David L. Hauser 
Group Executive and 
Chief Financial Officer 

1st STEVEN K. YOIJNG 

Steven K. Young 
Senior Vice President and 

Controller 

Source: Duke Energy Ohio, In, IO-Q, August 14, 2008 



EXHIBIT 31.1 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James E Rogers, certify that: 

1) I have reviewed this quarterly report on Form 10-Q of Duke Energy Ohio, Inc ; 

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-I5(e) and 15d-I5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-15(9 and 15d-15(9) for the registrant and have: 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known lo us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles: 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

5)  The registrant's other certifying oificer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting. to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial 
reporting 

b) 

Date: August 14, 2008 

Is/ JAMES E. ROGERS - 
James E. Rogers 

Chief Executive Officer 

Source: Duke Energy Ohio, In, 10-Q, August 14, 2008 



EXHIBIT 31.2 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, David L. Hauser, certify that: 

1) I have reviewed this quarterly report on F o n  IO-Q of Duke Energy Ohio, Inc ; 

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the Statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial Statements, and other financial information included in this report, fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-15(9 and 15d-l5(f)) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial 
reporting 

b) 

Date: August 14, 2008 

IS/ DAVID L. HAUSER 
David L Hauser 

Group Executive and 
Chief Financial Officer 

Source: Duke Energy Ohio, In, 10-Q, August 14, 2008 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of D u k e  Energy Ohio, lnc. ("Duke Energy Ohio") on Form 10-Q for the period ending June 30, 2008 as filed with the Securities and 
Exchange Commission on the date hereof (the "Report"), I, James E. Rogers, Chief Executive Officer of D u k e  Energy Ohio, certify, pursuant to 18 U.S.C. section 1350, as 
adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of D u k e  Energy Ohio. 

Is/  JAMES E. ROGERS 
James E Rogers 

Chief Executive Officer 
August 14,2008 

Source: Duke Energy Ohio, In, 1 0 4 ,  August 14, 2008 



EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of D u k e  Energy Ohio, Inc. ("Duke Energy Ohio") on Form 10-Q for t h e  period ending June 30, 2008 as filed with the Securities and 
Exchange Commission on the date hereof (the "Report"), I .  David L. Hauser, Group Executive and Chief Financial Officer of Duke Energy Ohio, certify, pursuanf to 18 U.S.C 
section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

( 1 )  

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke Energy Ohio. 

I S /  DAVID L. HAUSER 
David L. Hauser 

Group Executive and Chief Financial Offtcer 
August 14,2008 

Created by 1 OKWizard w v .  1 OKWizard,com 

Source: Duke Energy Ohio, In, 10-Q, August 14, 2008 
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

FORM 10-Q 
(Mark One) 

El QUARTERLY REPORT PURSUANTTO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the quarterly period ended June 30,2008 Or 

0 TRANSITION REPORT PURSUANTTO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the transition period from to 

Commission file number 1-1 232 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

Ohio 
(State or Other Jurisdiction of Incorporation) 

139 East Fourth Street 
Cincinnati, OH 

(Address of Principal Executive Offices) 

31-0240030 
(IRS Employer Identification No ) 

45202 
(Zip code) 

704-5946200 
(Registrant's telephone number, including area code) 

Indicate by check mark whether the registrant ( 1 )  has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 
months (or for such shorter period that the registrants were required lo file such reports), and (2) has been subject to such filing requirements for the past 90 days. YesEl NoU 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company See the definitions of 
"large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange Act (Check one): 

Large accelerated filer 0 
Non-accelerated filer El 

(Do not check if a smaller reporting company) 

Accelerated filerR 
Smaller reporting company 0 

indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange Act of 1934). 
YesR Nom 

All of the registrant's common stock is indirectly owned by Duke Energy Corporation (File No. 1-32853) which is a reporting company under the Securities Exchange Act of 
1934, as amended. 

The registrant meets the conditions set forth in General Instructions H(l)(a) and (b) of Form 10-Q and Is therefore filing this form with the reduced disclosure format specified in 
General Instructions H(2) of Form 10-Q. 
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This document includes foward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 
1934 Foward-looking statements are based on management's beliefs and assumptions These forward-looking statements are identified by terms and phrases such as 
"anticipate," "believe," "intend," "estimate," "expect," "continue," "should," "could," "may," "plan," "project," "predict," "will," "potential," "forecast." "target," and similar expressions 
Forward-looking statements involve risks and uncertainties that may cause actual results lo be materially different from the results predicted. Factors that could cause actual 
results to differ materially from those indicated in any forward-looking statement include, but are not limited to: 

State and federal legislative and regulatory initiatives, including costs of compliance with existing and future environmental requirements; 

* State and federal legislative and regulatory initiatives and rulings that affect cost and investment recovery or have an impact on rate structures; 

* Costs and effects of legal and administrative proceedings, settlements, investigations and claims; 

- Industrial. commercial and residential growth in Duke Energy Ohio, Inc.'s (Duke Energy Ohio) sewice territories; 

Additional competition in electric markets and continued industry consolidation; 

- The influence of weather and other natural phenomena on Duke Energy Ohio's operations, including the economic, operational and other effects oftornados, droughts 
and other natural phenomena; 

The timing and extent of changes in commodity prices and interest rates; . 
* Unscheduled generation outages, unusual maintenance or repairs and electric transmission system constraints; 

. The performance of electric generation facilities; 

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

Declines in the market prices of equity securities and resultant cash funding requirements of Duke Energy Ohio for Cinergy Corp.3 defined benefit pension plans; - 
* The level of credit worthiness of counterparties to Duke Energy Ohio's transactions; 

- Employee workforce factors, including the potential inability to attract and retain key personnel; 

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

* 

In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a 
The effect of accounting pronouncements issued periodically by accounting standard-setting bodies 

different time than Duke Energy Ohio has described. Duke Energy Ohio undertakes no obligation to publicly update or revise any forward-looking statements, whether as a 
result of new information. future events or otherwise. 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Unaudited) 
(In millions) 

Item I. Financial Statements. 

Three Months Six Months 
Ended Ended 

June 30, June 30, 

2008 2007 2008 2007 

i Total operating revenues I J [ 7  94 I p 64 1 1 1,78q 1 1 1.67q 1 

- ~ _ _ ~ _ _  
36q / L 
199 

I I /  
- 1 Property and other taxes 64 IT 64 I I 13511 

Total operating expenses 565 668 1,346 1,499 

Operating Income 263 95 486 169 
pa ins  (Losses) on Sales of Other Assets and Other, net ' I I 1  331 I 1-l I I 4q / I (  l r u  

p ther  Income and Expenses, net -. I l l s i  I I  81 1 I 14 I 1 1711 

b e t  Income - I Dl 157 I 4q  i$j 290/ b 1 8 q  

Interest Expense 23 22 49 45 
Income Before Income Taxes ~~ I k4z.r&i 1 1 811 I 1 45q 1 I 141L1 
Income Tax Expense 89 32 162 55 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS 

(Unaudited) 
(In millions) 

June 30, December 31, 
2008 2007 

!ASSETS ~ ~ . ... --l-l-- I ILIU 1.- I 
[ Cash and cash equivalents . . _ _ _ _ ~ .  ______________- ~ - __ -- -. JIx Current Assets ~ _ _ _  ~ ____ ~ - _ b ~ - 3 - ~  iip- 

Receivables (net of allowance for doubtful accounts of $4 at June 30, 2008 
263 334 

IT--1!228/ 1 T 1 ZIZi 
152 22 

695 

62 

514 551 

and $3 at December 31,2007) - __ __ I Inventory 

[ Other 

;Investments and Other Assets 

1- 
-.L_ii.-l--JL_i-_-t-.L 

2& 

~ j - . l l X I ~ l ~ ~ J  

rrmsl II I 
Unrealized gains on mark-IC-market and hedging transactions ___-- 

Total current assets 731 

60 
_.-__I____.___ ~ 

Restricted funds held in tmst 
i Goodwill -~ ~ ___I______ .. 

j x a i i z e d  g a i n ~ ~ n . . m ~ ~ ~ t o - m a r k e t a ~ ~ h e ~ g ~ - ~ ~ ~ ~ ! o n _ s _  .. . . . -... .. 
Intangibles, net ~ _ _ _ _  -__ 

-. - . . ..". . . . .. . .. ..I 
utner LY JJ 

I -- I-- I /  I 3,023 I /  1 1 2.9881 

I T -  Tg,Eiq I1 I I 9,5771 

I I I 7,599/ / I  I I 7,480: 

._ --__ -- --- ____ - - - - L I T I l I n - T I L n  
I I  I 3511 /I  1 _- I 4011 

Total investments and other assets 
- ___ - - -  - - - - __ - - 

________ ___ --- - - - -  I _  I _-  
Less accumulated deprecration and amortization 2,213 2,097 

Net property, plant and equipment- _ ~ _ ~  
Regulatory Assets and Deferred Debits 

90 
[ Deferred debt ex ense 

[ Other 
Total regulatory assets and deferred debits 471 514 

I Total Assets - p ~11,824~--~~ b 1 - 11,6771 

I-____ ______ __ 2 Regulatory asset: related to income taxes 
- --._ - I 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS-(Continued) 

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

June 30, December 31, 
2008 2007 

FlABlLlTlES AND COMMON STOCKHOLDER'S EQUITY ~ I I I  11-1 

I Taxes accrued --lzxIII 15Wl . 1 
1 Current maturities of long-term debt 611 1 12q j  

r nthrr 

_ ~ _ _ _ _ . _ _  __ ..- Current Liabilities 
1 Accounts payable _-__-..A- ip; 1 -m/ -111q 

8 

23 

.~ i 17211 
Notes pxab le  

Interest accrued - --- 

Unrealized losses on mark-to-market and hedging transactions __ - 

24 

109 24 
I 

.- 

1- I I 

Total deferred credits and other liabilities I 1 1 2,179; 1 I I 2,1101 i 
Commitments and Contingencies 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 
(In millions) 

Six Months Ended 
June 30, 

2008 2007 

201 188 

[ ~ _ _ _  Regulatory assetlliability amortization 
~ 

14 21 Accrued ension and other ostretirement benefit costs .- 

(Increase) decrease in: - 
Contribu:on to company-spEnsored pension and other postretirement benefitplans -___ + I  I 1 (83N 

Net realized and unrealized mark-to-market and hedging transactions 1 [I531 1 I I S U  
Receivables 94 92 

2 
i inventory [ (4) 1 I i 1 2 / 1  

I Taxes accrued I I I ( 3  I 1 p2q 
i I I I (  

1 ,-- I 1 1 (449 I 
PAsH FLOWS FROM INVESTING WTlVlT lEs 

Capital expenditures .~ 
1 Purchases of emission allowances 

Sales of emission allowances 
[ B e  in restricted funds held in trust 

Other 

Other current assets ___ 88 - 
[ Increase (decrease) in: I Accounts payable 37 I ni 51 

Other current liabilities 7 
Regulatory assetlliability deferrals 1 4.31 
Other assets 34 84 
Other liabilities I I (401 

Net cash provided by operating activities 539 308 
~--.l-lJ.-L--l-lLJ 

_ _ _ _ _ - _ - ~ - _ _ _ _ _ _ ~ - -  

Net cash used in investing activities I 1 X239) 1 1 X277U 

1 R e d e m & n m g *  ~ ~ __._______._______ I.--l.-K1241 1.- I 1 @I 
\-Dividends to ~arent__--....- I ____ I-..-___. -...-I 

Net cash used in financing activities I I I I I (5qJ 

I Cash and cash equivalents at beginning of period I I 1 451 

CASH FLOWS FROM FINANCING ACTIVITIES 

J /*$g 
Notes payable to afflliate.net 

Capital contribution from parent 29 

(25 

Cash and cash equivalents at end of period $ 32 $ 20 

- ' Net decrease in cash and cash equivalents 

~_ ~ ~ 

______--- __ 
;Supplemental Disclosures ___.-____- __-I - - _ _ - - x m - z m z n  
Significant noncash transactions: 
1 Purchase accountingd~ustments I D l i l  k 1 (8M 

Accrued capital expenditures $ 31 $ 26 

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO. INC. 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS EQUITY AND COMPREHENSIVE INCOME 

(Unaudited) 
(In millions) 

Accumulated Other Comprehensive 
Income (Loss) 

Net Galns 
Additional (Losses) on 

Common Paid-In Retained Cash Flow SFAS No. 158 
Total 

- 86 

Adjustment Stock Capital Earnings Hedges 
~ -- 

,Balance at December31,2006 I b I  764 B 5,6011 1 B 1 5 Y I  C 1 ( 36) I B I (2)l 16 k380I j  

I 
86 __ - Net income - 

0th-rehensive income ---J7-=-- I 1 1 1  1 1 __ 4 1 / 1 1 
8 Cash fl0-d- - - - 

.- - 
I -;comprehensive income - L n I r I  I I1 I 1  1 1  1 1 I I 

[ Push-down accountingAdjustments J I I E I I 3 - - 1 - .  1 (811 _-.L-. .- i l .LI_l.L -I 1 ---_- 

__ 
- - __ 

I_ 29 Capital contribution from parent - 
Adoption of SFAS No. 158-measurement date provision I_ - 

I I I  

I I l l  I I / I  1 / 1 1  I I I I I I / I  I /  I1 
r Netincome 2 1 1 4  - / + I  1 m i  1 4  i ~ -(I I I 29o;j 

___ [ Dividend to parent -.TI i (4QI I I ( 
Balance at June 30,2007 $ 762 $ 5,576 $ 49 $ (28) $ (4) $ 6,355 

Balance at December 31,2007 $ 762 $ 5,570 $ 227 $ (32) $ 7 $ 6,534 

I Y - r r  2 q - ]  
7 $ 6,826 

-1-1 _- .- I Total comprehensive income 
Balance at June 30,2008 ' k '76,' b ',,57:' k '51i" ' \ ( 31 I) $ 

(a) 

(b) 

Net of $4 tax expense in 2007. 

Net of $1 tax expense in 2008. 

See Notes to Unaudited Consolidated Financial Statements 
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Notes To Unaudited Consolidated Financial Statements 

1. Basis of Presentation 

Cinergy Carp. (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation (Duke Energy). Duke Energy Ohio is a combination electric and gas public utility 
company that provides service in the southwestern portion of Ohio and through its wholly-owned subsidiary, Duke Energy Kentucky, lnc. (Duke Energy Kentucky), in nearby 
areas of Kentucky, as well as unregulated electric generation in parts of Ohio, Illinois. Indiana and Pennsylvania. Duke Energy Ohio's principal lines of business include 
generation, transmission and distribution of electricity, the sale of andlor transportation of natural gas, and energy marketing Duke Energy Kentucky's principal lines of 
business include generation, transmission and distribution of electricity as well as the sale of andlor transportation of natural gas. Except where separately noted, references to 
Duke Energy Ohio herein relate to the consolidated operations of Duke Energy Ohio, including its wholly-owned subsidiary Duke Energy Kentucky. These Unaudited 
Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of Duke Energy Ohio and all majority-owned subsidiaries 
where Duke Energy Ohio has control, as well as Duke Energy Ohio's proportionate share of certain generation and transmission facilities in Ohio, Kentucky and Indiana. 

for interim financial information and with the instructions to Form 1 0 4  and Regulation S-X. Accordingly, these Consolidated Financial Statements do not include all of the 
information and footnotes required by GAAP for annual financial statements Because the interim Consolidated Financial Statements and Notes do not include all of the 
information and footnotes required by GAAP for annual financial statements, the Consolidated Financial Statements and other information included in this quarterly report 
should be read in conjunction with the Consolidated Financial Statements and Notes in Duke Energy Ohio's Form 10-K for the year ended December 31, 2007. 

financial position and results of operations. Amounts reported in the interim Consolidated Statements of Operations are not necessarily indicative of amounts expected for the 
respective annual periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, the timing of maintenance on electric generating 
units. changes in mark-to-market valuations, changing commodity prices and other factors 

Use o f  Estimates. To conform to GAAP in the US., management makes estimates and assumptions that affect the amounts reported in the Consolidated Financial 
Statements and Notes. Although these estimates are based on management's best available knowledge at the time, actual results could differ. 

Reclasslficatlons. Certain prior period amounts on the Consolidated Balance Sheets have been reclassified in connection with the adoption of Financial Accounting 
Standards Board (FASB) Staff Position (FSP) No FIN 39-1, "Amendment ofFASB lnterpretation No 39, Offsetting ofAmounts Related to Certain Contracts," (FSP No. FIN 
341)  on January 1, 2008. as discussed below, the effects of which require retrospective application to the Consolidated Balance Sheets. 

Netting o f  Cash Collateral and Derivative Assets and Liabilities Under Master Netting Arrangements. On January 1 ,  2008, Duke Energy Ohio adopted FSP No FIN 
39-1" In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value amounts (or amounts that approximate fair value) recognized on its Consolidated Balance 
Sheets related to cash collateral amounts receivable or payable against fair value amounts recognized for derivative instniments executed with the same counterparty under 
the same master netting agreement. Prior to the adoption of FSP No FIN 39-1, Duke Energy Ohio offset the fair value amounts recognized for derivative instruments executed 
with the same counterparty under the same master netting agreement in accordance with FIN 39, "Offsetting ofAmounts Related to Certain Contracts." but presented cash 
collateral on a gross basis within the Consolidated Balance Sheets. At June 30, 2008 and December 31, 2007, Duke Energy Ohio had receivables related to the right to reclaim 
cash collateral of approximately $16 million and $5 million, respectively, and had payables related to obligations to return cash collateral of approximately $82 million and an 
insignificant amount, respectively, that have been offset against net derivative positions in the Consolidated Balance Sheets. Duke Energy Ohio had insignificant cash collateral 
receivables and payables under master netting arrangements that have not been offset against net derivative positions at June 30, 2008 or December 31, 2007. 

Unbllled Revenue. Revenues on sales of electricity and gas are recognized when either the service is provided or the product is delivered Unbilled revenues are 
estimated by applying an average revenue per kilowatt hour or per thousand cubic feet (Mcf) for all customer classes to the number of estimated kilowatt hours or Mcfs 
delivered but not billed. The amount of unbilled revenues can vary sig- 

Nature of operations and Basis of Consolidation. Duke Energy Ohio, Inc. (Duke Energy Ohio), an Ohio corporation organized in 1837, is a whollyowned subsidiary of 

These Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles (GAAP) in the United States of America (U S.) 

These Consolidated Financial Statements reflect all normal recurring adjustments that are, in the opinion of management, necessary to fairly present Duke Energy Ohio's 
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nificantly period to period as a result of factors including seasonality, weather, customer usage patterns and customer mix Unbilled revenues, which are included in 
Receivables on the Consolidated Balance Sheets, primarily relate to wholesale sales at Commercial Power and were approximately $57 million and $38 million at June 30, 
2008 and December 31, 2007, respectively. Additionally, receivables for unbilled revenues of approximately $104 million and $145 million at June 30, 2008 and December 31, 
2007, respectively, relafed to refail accounts receivable at Duke Energy Ohio and Duke Energy Kentucky are included in the sales of accounts receivable to Cinergy 
Receivables Company, LLC (Cinergy Receivables). Duke Energy Ohio and Duke Energy Kentucky sell, on a revolving basis, nearly all of their retail accounts receivable and 
related collections to Cinergy Receivables, a bankruptcy remote, special purpose entity that is a wholly-owned limited liability company of Cinergy. The securitization transaction 
was structured to meet the criteria for sale treatment under Statement of Financial Accounting Standards (SFAS) No. 140, "Accounting for Jransfers and Servicing of Financial 
Assets and Extinguishments of Liabilities-a replacement of FASB Statement No 125," and, accordingly, Cinergy does not consolidate Cinergy Receivables and the transfers of 
receivables are accounted for as sales. 

Other Regulatory Assets and Deferred Debits. The state of Ohio passed comprehensive electric deregulation legislation in 1999, and in 2000, the Public Utilities 
Commission of Ohio (PLJCO) approved a stipulation agreement relating to Duke Energy Ohio's transition plan creating a Regulatory Transition Charge (RTC) designed to 
recover Duke Energy Ohio's generation-related regulatory assets and transition costs over a ten-year period beginning January 1, 2001 and ending December 2010. 
Accordingly, application of SFAS No 71, "Accounting for Certain Types of Regulation" (SFAS No 71), was discontinued for the generation portion of Duke Energy Ohio's 
business. Duke Energy Ohio has a RTC related regulatory asset balance of approximately $191 million and $239 million as of June 30, 2008 and December 31, 2007, 
respectively, which is classified in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets. 

2. Business Segments 

an Enterprise and Related Information": Franchised Electric and Gas and Commercial Power. Duke Energy Ohio's chief operating decision maker regularly reviews financial 
information about each of these business segments in deciding how to allocate resources and evaluate performance. There is no aggregation within Duke Energy Ohio's 
reportable business segments. 

Franchised Electric and Gas, which conducts operations primarily through Duke Energy Ohio and its wholly-owned subsidiary Duke Energy Kentucky, generates, 
transmits, distributes and sells electricity in southwestern Ohio and northern Kentucky, as well as transports and sells natural gas in southwestern Ohio and northem Kentucky. 

Commercial Power owns, operates and manages non-regulated power plants and engages in the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants as well as other contractual positions. Commercial Power's generation asset fleet consists of Duke Energy Ohio's non-regulated 
generation in Ohio and five Midwestern gas-fired non-regulated generation assets that were transferred from Duke Energy in connection with Duke Energy's merger with 
Cinergy in Aprit 2006. Commercial Power's assets comprise approximately 7,600 megawatts of power generation primarily located in the Midwestem U S. The asset portfolio 
has a diversified fuel mix with baseload and mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units. Most of the generation asset output in Ohio 
has been contracted through the rate stabilization plan (RSP) (see Note 10). 

The remainder of Duke Energy Ohio's operations is presented as Other. While it is not considered a business segment, Other primarily includes certain allocated 
governance costs (see Note 8) 

Duke Energy Ohio's reportable segments offer different products and services and are managed separately as business units. Accounting policies for Duke Energy Ohio's 
segments are the same as those described in the Notes to the Consolidated Financial Statements in Duke Energy Ohio's Annual Report on Form 10-K for the year ended 
December 31, 2007. Management evaluates segment performance based on earnings before interest and taxes from continuing operations (EBIT). On a segment basis, EBlT 
excludes discontinued operations and represents all profits from continuing operations (both operating and non-operating and excluding corporate governance costs) before 
deducting interest and taxes 

Cash, cash equivalents, and short-term investments, if any, are managed centrally by Duke Energy, so the interest and dividend income on those balances are excluded 
from segment EBIT. Transactions between reportable segments, if any, are included in segment EBIT. 

Duke Energy Ohio operates the following business segments, which are considered reportable business segments under SFAS No. 131, "Disclosures about Segments of 
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Business Segment Data 

Segment €BIT/ 
Consolidated Income Depreciation 

Amortlzation 
Unaffiliated Before Income and 
Revenues'n' Taxes 

( ~ m i l l l o n s  .~ = - q x z 2 ! q T I z z  
jThree Months Ended June 30,2008 I 
Franchised Electric and Gas 
pommercial Power I 1 45q t I 244 I I I 44 

Total reportable segments 795 283 100 
! I l l  1 I r i  (la1 ._I ;Other .~ 

I I l l  I I Y !  I jnterest income and other - - - - (23) Interest expense - 
Total consolidated $ 795 $ 246 $ 100 

- -  -~ - _ _ I - - - ? L ~ - L I I  
387 1 1-7 $ 138 .$ 116 - - =  p i x  Months Ended June 30,2008 

Franchised Electric and Gas __ 
'Fommercial Power 

Total reportable segment - 
[Other ~ - 1 -  

Interest expense 
ilnterest income and other 
Total consolidated $ 1,786 $ 452 $ 199 

-"-.-.--l-zI 
! I t  -11 pommerciai Power 768/ 8q I 

1 
1 ! 

I 846/ 
1,786 525 199 

IT--EIE-l-- _. 

I I l l  I I 
- - ( 4 9 )  - 1q I - 

_. 

129 - $ 107 

209 188 

$ 7zTl--_i 911 $-- 
F M X ~ h - ,  2007 '7- 
Franchised Electric and Gas 

- ---r--r-r_-i-n:11'*zg~ - 
Total reportable segment 

- ;+E$ -_ 
@her 
Interest expense 
:Interest income and other 

__ - -- 
Total consolidated $ 1,679 $ 141 $ 188 

(a) There were no intersegment revenues for the three and six months ended June 30, 2008 and 2007 
Duke Energy Ohio's chief operating decision maker does not regularly review any asset information at a business segment level in deciding how to allocate resources 
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December 31, June 30, 
2008 2007 

3. Sales of Other Assets 

recorded in Gains (Losses) on Sales of Other Assets and Other, net on the Consolidated Statements of Operations. For the six months ended June 30, 2008. the sale of other 
assets resulted in approximately $60 million in proceeds and net pre-tax gains of approximately $46 million recorded in Gains (Losses) on Sales of OtherAssets and Other, net 
on the Consolidated Statements of Operations, These amounts primarily relate to Commercial Power's sales of zero cost basis emission allowances. 

For the three months ended June 30, 2007, the sale of other assets resulted in approximately $2 million in proceeds and net pre-tax gains of an insignificant amount 
recorded in Gains (Losses) on Sales of Other Assets and Other, net on the Consolidated Statements of Operations. For the six months ended June 30, 2007. the sale of other 
assets resulted in approximately $24 million in proceeds and net pre-tax losses of approximately $ 1  1 million recorded in Gains (Losses) on Sales of Other Assets and Other, 
net on the Consolidated Statements of Operations. These amounts primarily relate to Commercial Power's sales of emission allowances acquired in connection with Duke 
Energy's merger with Cinergy in April 2006. which were written up to fair value as part of purchase accounting. 

4. Inventory 

is recorded primarily using the average cost method. 

For the three months ended June 30, 2008, the sale of other assets resulted in approximately $44 million in proceeds and net pre-tax gains of approximately $33 million 

Inventory consists primarily of coal held for electric generation, materials and supplies, and natural gas held in storage for transmission and sales commitments. Inventory 

June 30, December 31, 
2008 2007 

5. Debt and Credit Facilities 
Money Pool Arrangement. Duke Energy Ohio and its wholly-owned subsidiary, Duke Energy Kentucky, receive support for their short-term borrowing needs through their 

participation with Duke Energy and other Duke Energy subsidiaries in a money pool arrangement. Under this arrangement, those companies with short-term funds may provide 
short-term loans to affiliates participating under this arrangement. The money pool is structured such that Duke Energy Ohio and Duke Energy Kentucky separately manage 
their cash needs and working capital requirements. Accordingly, there is no net settlement of receivables and payables of Duke Energy Ohio and Duke Energy Kentucky, as 
each of these entities independently participate in the money pool. As of June 30. 2008, Duke Energy Ohio had net receivables of approximately $6 million, which are classified 
within Receivables in the accompanying Consolidated Balance Sheets, and Duke Energy Kentucky had net borrowings of approximately $8 million. which are classified within 
Notes payable in the accompanying Consolidated Balance Sheets. As of December 31, 2007, Duke Energy Ohio and Duke Energy Kentucky had combined net borrowings of 
approximately $189 million, which are classified within Notes payable in the accompanying Consolidated Balance Sheets. During the six months ended June 30, 2008 and 
2007, the $181 million decrease and $53 million increase in the money pool borrowings, respectively, are reflected in Notes payable to affiliate. net within Net cash used in 
financing activities on the Consolidated Statements of Cash Flows. During the six months ended June 30, 2008, the $6 million increase in the money pool receivables is  
reflected in Other within Net cash used in investing activities on the Consolidated Statements of Cash Flows 
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At June 30, 2008 and December 31, 2007, approximately $96 million of certain pollution control bonds, which are short-term obligations by nature, are classified as 
Long-term Debt on the Consolidated Balance Sheets due to Duke Energy Ohio's intent and ability to utilize such borrowings as long-term financing. Duke Energy's credit 
facilities with non-cancelable terms in excess of one year as of the balance sheet date give Duke Energy Ohio the ability to refinance these short-term obligations on a 
long-term basis. 

the borrowing capacity was increased by $550 million to $3.2 billion. Pursuant to the amendment, the additional credit capacity of $550 million specifically increased the 
borrowing sub limit for Duke Energy Ohio (excluding Duke Energy Kentucky) by $250 million to $750 million. In May 2008. Duke Energy reallocated the borrowing sub limits 
under the master credit facility and reduced Duke Energy Ohio's borrowing sub limit by $50 million to $700 million. The borrowing sub limit of Duke Energy Kentucky did not 
change. 

The amount available to Duke Energy Ohio and Duke Energy Kentucky under their sublimits to Duke Energy's master credit facility is reduced by borrowings through the 
money pool arrangement, issuances of letters of credit and other borrowings. 

Duke Energy's credit agreement contains various financial and other covenants, including, but not limited to, a covenant regarding the debt-to-total capitalization ratio at 
Duke Energy, Duke Energy Ohio and Duke Energy Kentucky to not exceed 65%. Duke Energy Ohio's debt agreements also contain various financial and other covenants. 
Failure to meet these covenants beyond applicable grace periods could result in accelerated due dates andlor termination of the agreements. As of June 30, 2008. Duke 
Energy, Duke Energy Ohio and Duke Energy Kentucky were in compliance with all covenants that would impact Duke Energy Ohio's ability to borrow funds under its debt and 
credit facilities. In addition, some credit agreements may allow for acceleration of payments or termination of the agreements due to nonpayment, or the acceleration of other 
significant indebtedness of the borrower or some of its subsidiaries. None of the debt or credit agreements contain material adverse change clauses. 

Available Credit Facllitles and Restrictlve Debt Covenants. In March 2008, Duke Energy entered into an amendment to its $2.65 billion master credit facility whereby 

6. Employee Benefit Obligations 

Cinergy were as follows: 
Duke Energy Ohio participates in pension and other post-retirement benefit plans sponsored by Cinergy. Duke Energy Ohio's net periodic benefit costs as allocated by 

Three Months Ended Six Months Ended 
June 30, June 30, 

~ 

2008 2007 2008 2007 
____ - 

(a) These amounts exclude approximately $1 million and $4 million forthe three months ended June 30, 2008 and 2007, respectively. and approximately $2 million and $7 
million for the six months ended June 30, 2008 and 2007, respectively, of regulatory asset amortization resulting from purchase accounting. 

(b) These amounts exclude approximately $1 million for each of the three months ended June 30. 2008 and 2007, respectively, and approximately $1 million and $2 million 
for the six months ended June 30, 2008 and 2007, respectively, of regulatory asset amortization resulting from purchase accounting. 
Duke Energy's policy is to fund amounts for its U.S. qualified pension plans on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 

participants. Duke Energy did not require Duke Energy Ohio to make contributions to the legacy Cinergy qualified or non-qualified pension plans during the three and six 
months ended June 30, 2008 and Duke Energy does not anticipate requiring Duke Energy Ohio to make contributions to the legacy Cinergy qualified or non-qualified pension 
plans during the remainder of 2008 During the six months ended June 30, 2007, approximately $350 million of qualified pension plan contributions were made to the legacy 
Cinergy qualified pension plans, of which approximately $83 million represents contributions made by Duke Energy Ohio. Additionally, Duke Energy Ohio participates in Cinergy 
sponsored employee savings plans that cover substantially all Duke Energy Ohio employees. Duke Energy Ohio made its proportionate share of pre-tax employer matching 
contributions of approximately $2 million and $3 million during the three and six months ended June 30. 2008, respectively. Duke Energy Ohio made its proportionate share of 
pre-tax employer matching contributions of approximately $1 million and $2 million during the three and six months ended June 30, 2007, respectively. 
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7. Goodwill and Intangibles 
Carrying Amount of Goodwill 

segment and $1,137 million was reflected in the Franchised Electric and Gas segment. 

Intangible Assets 

The carrying amount of goodwill as of both June 30, 2008 and December 31, 2007 was $2,325 million, of which $1 I 188 million was reflected in the Commercial Power 

The carrying amount and accumulated amortization of intangible assets as of June 30, 2008 and December 31, 2007 are as follows: 

-- _- - .. l K ? ~ . .  
/a!accumulatedanoGfioL ~ -. . . P-4 E-:-.IlI:-ml 
mzhtan-eh !lc-- - - . . ______--....-I.._ II-=I.:&:::EI31. I:: ::3=--:1.--mli 

- 
-- -----.____--..-__I_._.._ - 

Emission allowances in the table above include emission allowances which were recorded at fair value on the date of Duke Energy's merger with Cinergy and emission 
allowances purchased by Duke Energy Ohio. Additionally, Duke Energy Ohio is allocated certain zero cost emission allowances on an annual basis. The carrying value of 
emission allowances sold or consumed during the three months ended June 30, 2008 and 2007 were $26 million and $33 million, respectively. The carrying value of emission 
allowances sold or consumed during the six months ended June 30, 2008 and 2007 were $42 million and $100 million, respectively. See Note 3 for discussion of gains and 
losses on sales of emission allowances at Commercial Power during the three and six months ended June 30, 2008 and 2007. 

$13 million, respectively. Amortization expense for gas, coal and power contracts and other intangible assets for the six months ended June 30, 2008 and 2007 was 
Amortization expense for gas, coal and power contracts and other intangible assets for the three months ended June 30, 2008 and 2007 was approximately $4 million and 

approximalely $10 million and $25 million respective1 
On July 11 2008 the U S Court of Appeals for tKe District of Columbia issued a decision vacating the Clean Air Interstate Rule (CAIR) See Note 11 for a discussion of 

the decision Duke Enkrgy Ohio is current1 evaluating the effect of the decision on the carryin value of emission allowances held by its non-regulated businesses Based on 
current market prices for sulfur dioxide (S&) allowances and the uncertainty associated with h u r e  federal re uirements to reduce emissions management believes that it is 
y s i b l e  that Duke Energ Ohio ma inciir an impairment of the carrying value of emission allowances held by%ommercial Power of up to $100 million in the third quarter of 
008 This current estimak is baseJon total allowances held by Commercial Power as of June 30 2008 compared lo amounts projected to be utilized in operations lhrough 

2037 

Intangible Llabllities 

standard service offer (MBSSO) in Ohio, which is being recognized in earnings over the remaining regulatory period that ends on December 31, 2008. The carrying amount of 
this intangible liability was approximately $34 million and $67 million at June 30, 2008 and December 31, 2007, respectively Duke Energy Ohio also recorded approximately 
$56 million of intangible liabilities associated with other power sale contracts in connection with the merger. The carrying amount of this intangible liability was approximately 
$19 million and $22 million at June 30, 2008 and December 31, 2007, respectively" During the three and six months ended June 30, 2008, Duke Energy Ohio amortized 
approximately $18 million and $36 million, respectively, to income related to these intangible liabilities During the three and six months ended June 30, 2007, Duke Energy 
Ohio amortized approximately $10 million 

In connection with the Duke Energy and Cinergy merger, Duke Energy Ohio recorded an intangible liability of approximately $113 million associated with the market based 
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and 514 million, respectively, to income related to these intangible liabilities Intangible liabilities are classified as Other Deferred Credits and Other Liabilities on the 
Consolidated Balance Sheets. 

8. Related Party Transactions 

regulations. Balances due to or due from related parties included in the Consolidated Balance Sheets as of June 30, 2008 and December 31, 2007 are as follows: 
Duke Energy Ohio engages in related party transactions, which are generally performed at cost and in accordance with the applicable state and federal commission 

December 31, 
2008 2007 

June 30, 

I_ 

kurrent assets due from affiliated corn aniesta7(b7. 

ket deferred tax liabilities to Duke 5 (1,401) 

Noncurrent assets due from affiliated :om 5 1 5 
urrent liabilities due to affiliated corn ani& aXd)- 

(a) Balances exclude assets or liabilities associated with accrued pension and other post-retirement benefits, Cinergy Receivables and money pool arrangements, all of which 
are discussed below. 

Of the balance at June 30, 2008, approximately 536 million is classified as Receivables, approximately 57 million is classified as Other within Current Assets, and 
approximately 51 million is classified as Unrealized gains on mark-to-market and hedging transactions within Current Assets on the Consolidated Balance Sheets. The 
balance at December 31, 2007 is classified as Receivables on the Consolidated Balance Sheets. 

The balance at June 30, 2008 is classified as Unrealized gains on mark-to-market and hedging transactions within Investments and Other Assets on the Consolidated 
Balance Sheets. 

Of the balance at June 30, 2008, approximately 5(297) million is classified as Accounts payable and approximately $( I  1) million is classified as Taxes accrued on the 
Consolidated Balance Sheets. Of the balance at December 31, 2007, approximately 5(256) million is classified as Accounts payable and approximately $(lo) million is 
classified as Taxes accrued on the Consolidated Balance Sheets. 

(b) 

(c) 

(d) 

(e) Of the balance at June 30, 2008, approximately $( 1,465) million is classified as Deferred income taxes, approximately 5( 15) million is classified as Investment tax credits, 
and approximately 523 million is classified as Other within Current Assets on the Consolidated Balance Sheets. Of the balance at December 31, 2007. approximately 
$(1.409) million is classified as Deferred income taxes, approximately $(16) million is classified as Investment tax credits, and approximately 524 million is classified as 
Other within Current Assets on the Consolidated Balance Sheets. 
Duke Energy Ohio is allocated its proportionate share of corporate governance and other costs by a consolidated affiliate of Duke Energy and a consolidated affiliate of 

Cinergy, Corporate governance and other shared services costs are primarily allocations of corporate costs, such as human resources, legal and accounting fees, as well as 
other third party costs. The expenses associated with certain allocated corporate governance and other service costs far Duke Energy Ohio, which are recorded in Operation, 
maintenance and other within Operating Expenses on the Consolidated Statements of Operations were approximately $59 million and 560 million for the three months ended 
June 30, 2008 and 2007, respectively, and approximately $120 million and $116 million for the six months ended June 30, 2008 and 2007, respectively. 

subsidiary. These expenses, which are recorded in Operation, maintenance and other within Operating Expenses on the Consolidated Statements of Operations, were 
approximately 53 million and $10 million for the three months ended June 30, 2008 and 2007, respectively, and approximately 57 million and 514 million for the six months 
ended June 30, 2008 and 2007, respectively. Additionally, Duke Energy Ohio records income associated with the rental of office space to a consolidated affiliate of Duke 
Energy Rental income was approximately 53 million for each of the three months ended June 30, 2008 and 2007, respectively, and approximately $5 million for each of the six 
months ended June 30, 2008 and 2007, respectively. 

share of expenses associated with these plans (see Note 6). Additionally, Duke Energy Ohio has been allocated accrued pension and other post-retirement benefit obligations 
from Cinergy of approximately $300 million at June 30, 2008 and approximately $266 million at December 31, 2007 These amounts have been classified in the Consolidated 
Balance Sheets as follows: 

Duke Energy Ohio incurs expenses related to its property insurance coverage through Bison Insurance Company Limited, Duke Energy's wholly-owned captive insurance 

Duke Energy Ohio participates in Cinergy's qualified pension plan, non-qualified pension plan and other post-retirement benefit plans and is allocated its proportionate 

June 30, December 31, 
2008 2007 

259 
/Othercurrent liabiiiies ~ . . - . ~ _ _ _ _  
Accrued pension and other ost-retirement benefit costs 
P h X f s E d  its and & % e ~ b ~ I ~ -  -l-.--T 
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As discussed in Note 1, certain trade receivables have been sold by Duke Energy Ohio to Cinergy Receivables. The proceeds obtained from the sales of receivables are 
largely cash, but do include a subordinated note from Cinergy Receivables for a portion of the purchase price. This subordinated note is classified as Receivables in the 
Consolidated Balance Sheets and was approximately $1 07 million and $189 million, as of June 30, 2008 and December 3 1, 2007, respectively The interest income associated 
with the subordinated note, which is recorded in Other Income and Expenses, net on the Consolidated Statements of Operations, was approximately $4 million and $5 million 
for three months ended June 30, 2008 and 2007, respectively, and approximately $12 million and $13 million for the six months ended June 30, 2008 and 2007, respectively. 

During the second quarter of 2007, Duke Energy Ohio received a $29 million capital contribution from its parent, Cinergy. Additionally, during the second quarter of 2007, 
Duke Energy Ohio paid dividends to its parent, Cinergy, of $135 million. 

As discussed further in Note 5, Duke Energy Ohio participates in a money pool arrangement with Duke Energy and other Duke Energy subsidiaries The expenses 
associated with money pool activity, which are recorded in Interest Expense on the Consolidated Statements of Operations, were an insignificant amount and approximately $1 
million for the three months ended June 30, 2008 and 2007, respectively, and approximately $1 million and $3 million for the six months ended June 30, 2008 and 2007, 
respectively. 

9. Risk Management Instruments 
As discussed in Note 1, on January 1, 2008, Duke Energy Ohio adopted FSP No. FIN 39-1. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value 

amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or payable against fair value 
amounts recognized for derivative instruments executed with the same counterparty under the same master netting agreement. Amounts presented in the table below exclude 
cash collateral amounts which are disclosed separately in Note 1 

Net Derivative Portfolio Assets (Llabilltles) reflected In the Consolldated Balance Sheets: 

The following table shows the carrying value of Duke Energy Ohio's derivative portfolio as of June 30, 2008, and December 31, 2007. 

June 30, December 31, 
2008 2007 

(in millio;) , ~ 2 ~ ,  
3 -___.__I_- -L ~ 

Undesignated 166 

Tot&- ________ ~ i J-W!LI P I -C?3!?! - 
The amounts in the table above represent the combination of assets and (liabilities) for unrealized gains and losses on mark-to-market and hedging transactions on Duke 

The $159 million increase in the undesignated derivative portfolio fair value is due primarily to unrealized mark-to-market gains within Commercial Power, primarily as a 

Commodity Cash Flow Hedges. As of June 30, 2008, approximately $45 million of the pre-tax unrealized net losses on derivative instruments related to commodity cash 

Energy Ohio's Consolidated Balance Sheets. 

result of higher coal prices. 

flow hedges included on the Consolidated Balance Sheet in Accumulated Other Comprehensive Loss are expected to be recognized in earnings during the next 12 months as 
the hedged transactions occur. However, due to the volatility of the commodities markets, the corresponding values in Accumulated Other Comprehensive Loss will likely 
change prior to their reclassification into earnings. 

No gains or losses due to hedge ineffectiveness were recorded during the three and six months ended June 30, 2008 and 2007, respectively. The amount recognized for 
transactions that no longer qualified as cash flow hedges was insignificant for the three and six months ended June 30, 2008 and June 30, 2007, respectively. 

See Note 12 for additional information related to the fair value of Duke Energy Ohio's derivative instruments. 
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I O .  Regulatory Matters 
Regulatory Merger Approvals 

renamed Duke Energy Corporation). As a condition to the merger approval, the PUCO, and the Kentucky Public Service Commission (KPSC) required that certain merger 
related savings be shared with consumers in Ohio and Kentucky, respectively. The commissions also required Duke Energy Ohio and Duke Energy Kentucky to meet additional 
conditions. Key elements of these conditions include: 

On April 3,2006, the merger between Duke Energy and Cinergy was consummated to create a newly formed company, Duke Energy Holding Corp. (subsequently 

- The PUCO required that Duke Energy Ohio provide (i) a rate reduction of approximately $15 million for one year to facilitate economic development in a time of 
increasing rates and market prices and (ii) a reduction of approximately $21 million to its gas and electric consumers in Ohio for one year, with both credits beginning 
January 1, 2006. During the first quarter of 2007, Duke Energy Ohio completed its merger related rate reductions and filed a report with the PUCO to terminate the 
merger credit riders. Approximately $2 million of the rate reductions was passed through to customers during the six months ended June 30, 2007. 

The KPSC required that Duke Energy Kentucky provide $8 million in rate reductions to its customers over five years, ending when new rates are established in the 
next rate case after January 1, 2008. Approximately $1 million of the rate reduction was passed through to customers during the three and six months ended June 30, 
2008, respectively, Approximately less than $1 million and $I million of the rate reduction was passed through to customers during the three and six months ended 
June 30, 2007, respectively. 

The FERC approved the merger without conditions 

* 

* 

Franchlsed Electric and Gas 
Rate Related Information. The KPSC approves rates for retail electric and gas services within the Commonwealth of Kentucky. The PlJCO approves rates and market 

prices for retail gas and electric service within the state of Ohio, except that non-regulated sellers of gas and electric generation also are allowed to operate in Ohio (see 
"Commercial Power" below). The FERC approves rates for electric sales to wholesale customers served under cost-based rates. 

Duke Energy Ohio Neclr ic Rate Filings. Duke Energy Ohio operates under a RSP, a MBSSO approved by the PUCO in November 2004 In March 2005, the Office of 
the Ohio Consumers' Council (OCC) appealed the PUCO's approval of the MBSSO to the Supreme Court of Ohio which issued its decision in November 2006. It upheld the 
MBSSO in virtually every respect but remanded to the PUCO on two issues. The Supreme Court of Ohio ordered the PUCO to support a certain portion of its order with 
reasoning and record evidence and to require Duke Energy Ohio to disclose certain confidential commercial agreements with other parties previously requested by the OCC. 
Duke Energy Ohio has complied with the disclosure order. 

In October 2007, the PUCO issued its niling affirming the MBSSO. with certain modifications, and maintaining the current price. The ruling provided for continuation of the 
existing rate components, including the recovery of costs related to new pollution control equipment and capacity costs associated with power purchase contracts to meet 
customer demand, but provided customers an enhanced opportunity to avoid certain pricing components if they are served by a competitive supplier. The ruling also attempted 
to modify the statutory requirement that Duke Energy Ohio transfer its generating assets to an exempt wholesale generator (EWG) and ordered Duke Energy Ohio to retain 
ownership for the remainder of the RSP period. The ruling also incorrectly implied that Duke Energy Ohio's nonresidential RTC will terminate at the end of 2008 On 
November 23, 2007, Duke Energy Ohio filed an application for rehearing on the portions of the PUCO's ruling relating to whether certain pricing components may be avoided by 
customers, the right to transfer generating assets, and the termination date of the RTC. On December 19, 2007, the PUCO issued its Entry on Rehearing granting in part and 
denying in part Duke Energy Ohio's Application for Rehearing. Among other things. !he PUCO modified and clarified the applicability of various rate riders during customer 
shopping situations. It also clarified that the residential RTC terminates at the end of 2008 and that the nonresidential RTC terminates at the end of 2010 and agreed to give 
further consideration to whether Duke Energy Ohio may transfer its generating assets to an EWG. 

Energy Ohio's RSP. The October 2007 order permits non-residential customers to avoid certain charges associated with the costs of Duke Energy Ohio standing ready to serve 
such customers if they return after being served by another supplier. Duke Energy Ohio believes the PUCO exceeded its authority in modifying the charges that may be 
avoided, resulting in 

On February 15, 2008, Duke Energy Ohio filed a notice of appeal with the Ohio Supreme Court challenging a portion of the PUCO's decision on remand regarding Duke 
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Duke Energy Ohio having to subsidize Ohio's competitive electric market. Duke Energy Ohio has asked the Ohio Supreme Court to reverse the PUCO ruling and require that 
non-residential customers pay the charges associated with Duke Energy Ohio standing ready to serve them should they return from a competitive supplier On March 28, 2008, 
Duke Energy Ohio voluntarily withdrew its appeal. The OCC filed a notice of appeal challenging the PUCO's October 2007 decision as unlawful and unreasonable. The OCC 
and Ohio Partners for Affordable Energy (OPAE) also filed appeals from the PUCOs November 20,2007 order approving Duke Energy Ohio's MBSSO riders. Duke Energy 
Ohio has intervened in each appeal. Pending the Ohio Supreme Court's consideration of its initial appeal, the OCC requested that the PUCO stay implementation of the 
Infrastructure Maintenance Fund charge to be collected from customers approved in the October 2007 order. The Commission denied the OCC's request and the OCC filed a 
similar request with the Ohio Supreme Court. On July 9, 2008, the court denied the OCC's request to stay implementation of the Infrastructure Maintenance Fund. On April 30, 
2008, the Ohio Supreme Court granted Duke Energy Ohio's motion to intervene in the OCC's appeal. At this time. Duke Energy Ohio cannot predict whether the Ohio Supreme 
Court will reverse the PUCOs decision. Additionally, Duke Energy Ohio cannot predict the outcome of the MBSSO rider appeal; however, Duke Energy Ohio does not 
anticipate the resolution of this matter will have a material impact on its results of operations, cash flows or financial position. 

New legislation (SB 221) was passed on April 23, 2008 and signed by the Governor of Ohia on May 1, 2008. The new law codifies the PUCO's authority to approve an 
electric utility's standard service offer through an electric security plan (ESP), which would allow for pricing structures similar to the current MBSSO. Electric utilities are required 
to file an ESP and may also file an application for a market rate option at the same time The market rate option is a price determined through a competitive bidding process. If 
a market rate option price is approved, the utility would blend in the MBSSO or ESP price with the market rate option price over a six- to ten-year period, subject to the PUCO's 
discretion. SB 221 provides for the PUCO to approve non-by-passable charges for new generation, including construction work-in-process from the outset of construction, as 
part of an ESP. The new law grants the PUCO discretion to approve single issue rate adjustments to distribution and transmission rates and establishes new alternative energy 
resources (including renewable energy) portfolio standards, such that the utility's portfolio must consist of at least 25% of these resources by 2025 SB 221 also provides a 
separate requirement for energy efficiency, which must reduce 22% of the utility's load by 2025. The utility's earnings under the ESP can be subject to an annual earnings test 
and the PUCO must order a refund if it finds that the utility's earnings significantly exceed the earnings of benchmark companies with similar business and financial risks. The 
earnings test acts as a cap to the ESP price. SB 221 also limits the ability of a utility to transfer its dedicated generating assets to an EWG absent PUCO approval 

On July 31, 2008, Duke Energy Ohio filed its ESP, a new generation pricing formula to be effective January 1. 2009, when the current RSP is scheduled to expire. Among 
other things, the plan provides pricing mechanisms for compensation related to the advanced energy, including renewables and energy efficiency portfolio standards 
established by SB 221. At this time, Duke Energy Ohio cannot predict the outcome of this proceeding 

Duke Energy Ohio Gas Rate Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas service Duke Energy 
Ohio sought an increase of approximately $34 million in revenue, or approximately 5.7%, to be effective in the spring of 2008 The application also requested approval to 
continue tracker recovery of costs associated with the accelerated gas main replacement program The staff of the PUCO issued a Staff Report in December 2007 
recommending an increase of approximately $14 million to $20 million in revenue. The Staff Report also recommended approval for Duke Energy Ohio to continue tracker 
recovery of costs associated with the accelerated gas main replacement program. On February 28, 2008. Duke Energy Ohio reached a settlement agreement with the PUCO 
Staff and all of the intervening parties on its request for an increase in natural gas base rates The settlement called for an annual revenue increase of approximately $18 million 
in base revenue, or 3% over current revenue, permitted continued recovery of costs through 2018 for Duke Energy Ohio's accelerated gas main replacement program and 
permitted recovery of carrying costs on gas stored underground via its monthly gas cost adjustment filing. The settlement did not resolve a proposed rate design for residential 
customers, which involved moving more of the fixed charges of providing gas service, such as capital investment in pipes and regulating equipment, billing and meter reading, 
from the per unit charges to the monthly charge. On May 28, 2008, the PUCO approved the settlement in its entirety and the proposed rate design. On June 28, 2008, the OCC 
and OPAE filed Applications for Rehearing opposing the rate design On July 23, 2008, the Ohio Commission issued an Entry denying the rehearing requests of OCC and 
OPAE Duke Energy Ohio does not anticipate the resolution of this matter will have a material impact on its results of operations, cash flows or financial position. 
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Duke Energy Ohio Nectr ic Distribution Rate Case. On June 25, 2008, Duke Energy Ohio filed notice with the PUCO that it will seek a rate increase for electric delivery 
service of approximately $86 million, or 4.8% on total electric revenues, to be effective in the second quarter of 2009. Among other things, the rate request includes a proposal 
to increase the monthly residential customer charge from $4.50 to $10, with an offsetting reduction in the usage-based charge. This change in rate design will make customer 
bills more even throughout the year Duke Energy Ohio also proposes a distribution modernization tracker that would allow smaller annual increases to reflect increased 
investment in the delivery system. It would also facilitate the move to a SmartGrid, which would create an interactive delivery system that provides enhanced system 
maintenance and automatic meter reading, eliminating the need for estimated meter readings and inside meter reading. SmartGrid technology will also provide customers with 
real-time usage information to help customers monitor and control their energy usage. 

costs associated with an accelerated gas main replacement program The approval authorized a tracking mechanism to recover certain costs including depreciation and a rate 
of return on the program's capital expenditures The Kentucky Attorney General appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism as well 
as the KPSC's subsequent approval of annual rate adjustments under this tracking mechanism. In 2005, both Duke Energy Kentucky and the KPSC requested that the court 
dismiss these cases. 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism and for a $14 million annual 
increase in base rates. A portion of !he increase is attributable to recovery of the current cost of the accelerated gas main replacement program in base rates. In December 
2005, the KPSC approved an annual rate increase of $8 million and re-approved the tracking mechanism through 2011. In February 2006, the Kentucky Attorney General 
appealed the KPSC's order to the Franklin Circuit Court, claiming that the order improperly allows Duke Energy Kentucky to increase its rates for gas main replacement costs in 
between general rate cases, and also claiming that the order improperly allows Duke Energy Kentucky to earn a return on investment for the costs recovered under the tracking 
mechanism which permits Duke Energy Kentucky to recover its gas main replacement costs. 

In August 2007, the Franklin Circuit Court consolidated all the pending appeals and ruled that the KPSC lacks legal authority to approve the gas main replacement 
tracking mechanism, and any other annual rate adjustments under the tracking mechanism. To date, Duke Energy Kentucky has collected approximately $9 million in annual 
rate adjustments under the tracking mechanism. Duke Energy Kentucky and the KPSC have appealed these cases to the Kentucky Court of Appeals and Duke Energy 
Kentucky continues to utilize tracking mechanisms in its billed rates to customers. At this time, Duke Energy Kentucky cannot predict the outcome of these proceedings. 

Energy Efficiency. On July 11,2007, the PUCO approved Duke Energy Ohio's Demand Side ManagemenWEnergy Efficiency Program (DSM Program). The DSM 
Program consists of ten residential and two commercial programs. Implementation of the programs has begun. The programs were first proposed in 2006 and were endorsed 
by the Duke Energy Community Partnership, which is a collaborative group made up of representatives of organizations interested in energy conservation, efficiency and 
assistance to low-income customers. The programs' costs will be recouped through a cost recovery mechanism that will be adjusted annually to reflect the previous year's 
activity. Duke Energy Ohio is permitted to recover lost revenues, program costs and shared savings (once the programs reach 65% of the targeted savings level) through the 
cost recovery mechanism based upon impact studies to be provided to the Staff of the PUCO. 

On November 15, 2007, Duke Energy Kentucky filed its annual application to continue existing energy efficiency programs, consisting of nine residential and two 
commercial and industrial programs, and to true-up its gas and electric tracking mechanism for recovery of lost revenues, program costs and shared savings. On February 11 ~ 

2008, Duke Energy Kentucky filed a motion to amend its energy efficiency programs and applied to reinstitute a low income Home Energy Assistance Program. The KPSC 
bifurcated the proposed Home Energy Assistance Program from the other energy efficiency programs. On May 14.2008, the KPSC approved the energy efficiency programs. 
An order on the Home Energy Assistance Program is expected in the third quarter of 2008. 

Other Matters 

investigation followed four explosions since 2000 caused by gas riser leaks, including an April 2000 explosion in Duke Energy Ohio's service area In November 2006, the 
PUCO Staff released the expert report, which concluded that certain types of risers are prone to leaks under various conditions, including over-tightening during initial 
installation. The PUCO Staff 

Duke Energy Kentucky Gas Rate Cases. In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, among other things, recovery of 

Ohio Riser Leak Investigation. In April 2005, the PUCO issued an order opening a statewide investigation into riser leaks in gas pipeline systems throughout Ohio. The 
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recommended that natural gas companies continue to monitor the situation and study the cause of any further riser leaks to determine whether further remedial action is 
warranted Duke Energy Ohio has approximately 87,000 of these risers on its distribution system. If the PUCO orders natural gas companies to replace all of these risers, Duke 
Energy Ohio estimates a replacement cost of approximately $40 million As par! of the rate case filed in July 2007 (see "Duke Energy Ohio Gas Rate Case" above), Duke 
Energy Ohio requested approval from the PUCO to accelerate its riser replacement program. The riser replacement program is contained in the settlement reached with all 
interveners and will be completed at the end of 2012. 

whether to adopt a statewide standard for implementing smart metering. After an investigation, the PUCO issued a March 2007 order requiring all electric utilities to offer tariffs 
to all customer classes which are differentiated, at a minimum, based on on-peak and off-peak wholesale price periods The PUCO noted that time-of-use meters should be 
available for customers subscribing to these tariffs. The order instructed PUCO Staff to conduct workshop meetings to study the costs/benefits of deploying smart metering 
These workshop meetings are in progress At this time, Duke Energy Ohio cannot predict the outcome of this proceeding. 

FERC 203 Application. On April 23. 2008, Duke Energy Ohio and certain affiliates filed an application with the FERC requesting approval to transfer Duke Energy Ohio's 
electric generating facilities. some of which are designated to serve Ohio customers, to affiliate companies. The affiliate companies would be consolidated by Duke Energy, but 
may not be consolidated by Duke Energy Ohio The FERC filing, if approved, does not obligate Duke Energy to make the transfer of the electric generating facilities, and 
management is in the process of evaluating the potential transfer Management believes the proposed asset transfer could provide greater financial flexibility for the assets. The 
asset transfer complies with Duke Energy Ohio's Corporate Separation Plan that was amended by the PUCO in 2007 As previously discussed, SB 221 limits the ability of a 
utility to transfer its designated generating assets to an EWG absent PUCO approval The filing does not impact Duke Energy Ohio's current rates. 

Midwest Independent Transmission System Operator, Inc. (Midwest /SO) Resource Adequacy Filing. On December 28, 2007, the Midwest IS0 filed its Electric 
Tariff Filing Regarding Resource Adequacy in compliance with the FERC's request of Midwest IS0  to file Phase II of its long-term Resource Adequacy plan by December 2007 
The proposal includes establishment of a resource adequacy requirement in the form of planning reserve margin. On March 26, 2008, the FERC ruled on the Midwest ISOs 
Resource Adequacy filing and ordered that the new Module E tariff be effective March 27, 2008 This action established a Midwest ISO-wide resource adequacy requirement 
for the first Planning Year, which begins June 2009. In the Order, the FERC, among other things, clarified that States have the authority to set their own Planning Reserve 
Margins, as long as they are not inconsistent with any reliability standard approved by the FERC Duke Energy Ohio does not believe the resource adequacy requirement will 
have a material impact on its consolidated results of operations, cash flows or financial position 

Midwest /SO'S Establishment of an Ancillary Services Market. On February 25, 2008. the FERC conditionally accepted the Midwest IS0 proposal to implement a 
day-ahead and real-time ancillary services market (ASM), including a scarcity pricing proposal. By approving the ASM proposal, the FERC essentially approved the transfer and 
consolidation of Balancing Authority for the entire Midwest IS0  area. This will allow the Midwest I S 0  to determine operating reserve requirements and procure operating 
reserves from all qualified resources from an organized market, in place of the current system of local management and procurement of reserves by the 24 Balancing 
Authorities. The Midwest IS0  has delayed the ASM launch date until September 9, 2008. At this time, Duke Energy Ohio does not believe the establishment of the Midwest 
Ancillary Services Market will have a material impact on its consolidated results of operations, cash flows or financial position. 

power customers and load serving entities, known collectively as the RPM Buyers, filed a complaint at FERC. The complaint asks FERC to find that the results of the three 
transitional base residual auctions conducted by PJM to procure capacity for its RPM capacity market during the years 2008-201 1 are unjust and unreasonable because, 
allegedly, they have produced excessive capacity prices, have failed to prevent suppliers from exercising market power, and have not produced benefits commensurate with 
costs. In their complaint, the RPM Buyers propose revised, administratively determined auction clearing prices Certain Duke Energy Ohio revenues are at risk, as Duke Energy 
Ohio planned to supply capacity to this market. On July 11, 2008 Duke filed a response to the complaint with the FERC. At this time, Duke Energy Ohio cannot predict the 
outcome of this proceeding. 

Ohio Smart Metering Evaluation. In December 2005, the PUCO initiated an investigation into implementing certain provisions of the Energy Policy Act of 2005, including 

PJM hterconnection Reliability Pricing Model (RPM) Buyers' Complaint. On May 30. 2008, a group of public utility commissions, state consumer counsels, industrial 
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Commerclal Power 
Reported results for Commercial Power are subject to volatility due to the over- or under-collection of certain costs, including fuel and purchased power, since Commercial 

Power is not subject to regulatory accounting pursuant to SFAS No. 7 1. In addition, Commercial Power could be impacted by certain of the regulatory matters discussed above, 
including the Duke Energy Ohio electric rate filings. 

11. Commitments and Contingencies 

Environmental 
Duke Energy Ohio is subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other environmental matters. 

These regulations can be changed from time to time, imposing new obligations on Duke Energy Ohio. 
Remediation Activities. Duke Energy Ohio and its affiliates are responsible for environmental remediation at various contaminated sites. These include some properties 

that are part of ongoing Duke Energy Ohio operations, sites formerly owned or used by Duke Energy Ohio entities, and sites owned by third parties. Remediation typically 
involves management of contaminated soils and may involve groundwater remediation. Managed in conjunction with relevant federal, state and local agencies, activities vary 
with site conditions and locations, remedial requirements, complexity and sharing of responsibility. If remediation activities involve statutory joint and several liability provisions, 
strict liability, or cost recovery or contribution actions, Duke Energy Ohio or its affiliates could potentially be held responsible for contamination caused by other parties. In some 
instances. Duke Energy Ohio may share liability associated with contamination with other potentially responsible parties, and may also benefit from insurance policies or 
contractual indemnities that cover some or all cleanup costs. All of these sites generally are managed in the normal course of business or affiliate operations. Duke Energy Ohio 
believes that completion or resolution of these matters will have no material adverse effect on its consolidated results of operations, cash flows or financial position. 

Clean Water Act 316(b). The US.  Environmental Protection Agency (EPA) finalized its cooling water intake structures rule in July 2004 The rule established aquatic 
protection requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams. lakes, reservoirs, estuaries, oceans, or other U.S 
waters for cooling purposes Three of six coal-fred generating facilities in which Duke Energy Ohio is either a whole or partial owner are affected sources under that rule. On 
January 25. 2007, the US.  Court of Appeals for the Second Circuit issued its opinion in Riverkeeper, lnc v. €PA. Nos. 04-6692-ag(L) et. al. (2d Cir. 2007) remanding most 
aspects of the EPA's rule back to the agency, The court effectively disallowed those portions of the rule most favorable to industry, and the decision creates a great deal of 
uncertainty regarding future requirements and their timing. On April 14, 2008, the U S  Supreme Court issued an order granting review of the case and briefs were filed on 
Julv 14. 2008. A decision is not likelv until 2009. If the Suoreme Court uaholds the lower court decision. it is exaected that costs will increase as a result of the court's decision. 
alth'ou h Duke Energy Ohio is unade to estimate its costs to com ly. 

d e a n  Air  lnterstate Rule (CAlRJ. The EPAfinalized its CAlk in May 2005. The CAlR was to have limited total annual and summertime nitrogen oxides NOx emissions 
and annual SO?. emissions from electric generatin facilities across the Eastern U.S. through a two-phased cap-and-trade program. Phase 1 was to be in in 2609 )or Nbx'and 
in 2010 for SO2. Phase 2 was to be in in 2015 for%oth NOx and SOz. On March 25 2008 the U.S Court ofAppeals for the District of Columbia (D.C !ircuit) heard oral 
argument in a case involving multipk challen es to the CAIR. Near2 a!l aspects of the ru16 were challenged, but Duke Ener y challen ed on1 the pohions pertainin to SO2 
allowance allocations On July 11 2008 the 8 C. Circuit issued its ecision in Norlh Carobna v. €PA No. 05-1244 vacating t8e CAIR. ?he EPxhas until August 25 2808 to 
appeal the decision. The D C. Circuit's decision creates uncertainty regardin future NOx and SO2 emission reductions re uirements and their timin Although as'a result of 
the decision there ma be a dela in the timin of federal requirements to r e h x  emissions it is ex ected that electric se4or emission reductions aaieast as strin ent as those 
imposed by CAIR will\, requiredlin the ne,ar Future, through new federal rules andlor individual stat% requirements. CAIR remains in effect until the Court issues ips mandate 
which will not be before the period for petitions for rehearing runs. Duke Ener y Ohio's plan had been to spend approximately $150 million between ZOO8 and 2012 to compljl 
with Phase 1 of CAlR at plants that Duke Energy Ohio owns or partially oys%ut  does not operate. It has not been determined how the court's decision will affect these 
planned expenditures. Duke Energ Ohio did not expect to incur any significant costs for com lying with Phase 2 of CAIR. Duke Energy Ohio receives partial recovery of 
depreciation and financing costs reyated to environmental compliance projects for 2005-2008 rhrough its RSP (see Note IO). 

' 
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Duke Energy Ohio is unable to estimate the costs to comply with any new rule EPA may issue as a result of this decision. See Note 7 for a discussion of the potential 

Clean A i r  Mercury Rule (CAMR). The EPA finalized its CAMR in May 2005. The CAMR was to have limited total annual mercury emissions from coal-fired power plants 
impact of the D.C. Circuit Court's decision to vacate CAIR on the carrying value of emission allowances. 

across the U.S. through a two-phased cap-and-trade program beginning in 2010. On February 8. 2008, the D.C. Circuit issued its opinion in New Jersey v. €PA, No. 05-1097 
vacating the CAMR. Requests for rehearing were denied. Parties have until August 18, 2008 to request US. Supreme Court review of the D.C. Circuit's decision. The D.C. 
Circuit's decision creates uncertainty regarding future mercury emission reduction requirements and their timing, but makes it fairly certain that there will be a delay in the 
implementation of federal mercury requirements for existing coal-fired power plants. At this point. Duke Energy Ohio is unable to estimate the costs to comply with any future 
mercury regulations that might result from the D.C. Circuit's decision. 

Coal Combustion Product ICCPI Manaaement. Duke Enerav Ohio currentlv estimates that it will soend aoDroximatelv $95 million over the oeriod 2008-2012 to install 

.. 
is unable to predict at this lime wtiat, if any, remedies or  pcitential penalties may result from thtFNOV/FQV. 

Extended Environmental Activities and Accruals. Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets were total 
accruals related to extended environmental-related activities of approximately $8 million as of both June 30, 2008 and December 31, 2007, respectively. These accruals 
represent Duke Energy Ohio's provisions for costs associated with remediation activities at some of its current and former sites, as well as other relevant environmental 
contingent liabilities. Duke Energy Ohio believes that completion or resolution of these matters will have no material impact on its consolidated results of operations, cash flows 
or financial position. 

Lltigatlon 
New Source Review (NSR). In 1999-2000, the U.S. Department of Justice, acting on, behalf of the EPA and joined by various citizen rou s and states, filed a number of 

complaints and notices of violation a ainst multiple utilities across the country for alle ed violations of the NSR provisions of the Clean Air f c t  (8AA Generally the 
government alleges that pro'ects pejormed at various coal-fired units were major mo%ifications as defined in the CAA and that the utilities violatedihe CAA when they 
undertooklhose projects wkou t  obtaining permits and insfalling the best avai!able emiss!on cobtrols for SOz, N O x  and particu!ate matter. The com lainis seek injunctive relief 
to requlre installation of pollution control technolo y on various allegedly violating generatin unlts and unspecified civil penalties in amounts of u Po $32,500 per day for each 
violation. Two of Duke Energy Qh,io's,plants have%een subject to these allegations. Duke d e r g y  Ohio asserts that there were no CAAviolatiqns gecause the applicable 
regulations do not require permitting in cases where the projects undertaken are "routine" or otherwise do not result in a net increase in emissions. 

the CAA at Duke Energy Ohio's W.C. Beckjord and Miami Fori Stations. Three northeast states and two environmental groups have intervened in the case Ajury trial 
commenced on May 5,2008 and jury verdict was returned on May 22,2008. The jury found in favor of Cinergy. Duke Energy Ohio and Duke Energy Indiana, Inc. on all but 
three units at Wabash River. The remedy phase of the case is expected to commence in December 2008. Based on previous rulings by the judge in this case, the Wabash 
River units are not subject to civil penalties; and therefore, the remedy phase will address only the appropriate injunctive relief. Additionally, the plaintiffs had claimed that Duke 
Energy Ohio violated an Administrative Consent Order entered into in 1998 between the EPA and Cinergy relating to alleged violations of Ohio's State Implementation Plan 
(SIP) provisions governing particulate matter at Duke Energy Ohio's W.C Beckjord Station. The judge previously granted summary judgment against Duke Energy Ohio with 
respect to this allegation and it will be considered during the December 2008 remedy phase as well 

a station operated by DP&L and jointly-owned by DP&L, Columbus Southern Power Company 

In November 1999, the U.S. brought a lawsuit in the U.S. Federal District Court for the Southem District of Indiana against Duke Energy Ohio alleging various violations of 

Duke Energy Ohio has been informed by Dayton Power and Light (DP&L) that in June 2000, the EPA issued a NOV to DP&L for alleged violations of CAA requirements at 
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(CSP). and Duke Energy Ohio. The NOV indicated the EPA may issue an order requiring compliance with the requirements of the Ohio SIP, or bring a civil action seeking 
injunctive relief and civil penalties of up to $27,500 per day for each violation. In September 2004, Marilyn Wall and the Sierra Club brought a lawsuit against Duke Energy Ohio, 
DPBL and CSP for alleged violations of the CAA at this same generating station Trial of this case was originally scheduled to commence in August 2008, however, the parties 
have reached an agreement in principle to settle this matter, subject to the execution of a definitive agreement, which is currently being negotiated, and court approval. The 
proposed settlement will not have a material adverse effect on Duke Energy Ohio's consolidated results of operations, cash flows or financial position 

Section 'I26 Petitions. In March 2004, the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that sources in 13 upwind states, 
including Ohio, significantly contribute to North Carolina's non-attainment with certain ambient air quality standards. In August 2005, the EPA issued a proposed response to the 
petition. The EPA proposed to deny the ozone portion of the petition based upon a lack of contribution to air quality by the named states. The EPA also proposed to deny the 
particulate matter portion of the petition based upon the CAlR Federal Implementation Plan (FIP), that would address the air quality concerns from neighboring states. On 
April 28. 2006, the EPA denied North Carolina's petition based upon the final CAlR FIP described above. North Carolina has filed a legal challenge to the EPA's denial. At this 

Zimmer Generating Station (Zimmer Station) Lawsuit In November 2004, a citizen of the Village of Moscow, Ohio, the town adjacent to Duke Energy Ohio's Zimmer 
Station, brought a purported class action in the U S. District Court for the Southern District of Ohio seeking monetary damages and injunctive relief against Duke Energy Ohio 
for alleged violations of the CAA, the Ohio SIP, and Ohio laws against nuisance and common law nuisance. The plaintiffs have filed a number of additional notices of intent to 
sue and two lawsuits raising claims similar to those in the original claim. One lawsuit was dismissed on procedural grounds, and the remaining two have been consolidated On 
December 28. 2006, the District Court certified this case as a class action. Discovery in the case continues At this time, Duke Energy Ohio cannot predict whether the outcome 
of this matter will have a material impact on its consolidated results of operations, cash flows or financial position. Duke Energy Ohio intends to defend this lawsuit vigorously in 
court. 

Hurricane Katrina Lawsuit. In April 2006, Cinergy was named in the third amended complaint of a purported class action lawsuit filed in the U S  District Court for the 
Southem District of Mississippi. Plaintiffs claim that Cinergy, along with numerous other utilities, oil companies, coal companies and chemical companies, are liable for 
damages relating to losses suffered by victims of Hurricane Katrina. Plaintiffs claim that defendants' greenhouse gas emissions contributed to the frequency and intensity of 
storms such as Hurricane Katrina. On August 30, 2007, the court dismissed the case The plaintiffs have filed their appeal to the Fifth Circuit Court of Appeals and oral 
argument was heard on August 6, 2008. It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke 
Energy Ohio might incur in connection with this matter. 

Ohio Antitrust Lawsuit. In January 2008, four plaintiffs, including individual, industrial and non-profit customers, filed a lawsuit against Duke Energy Ohio in federal court 
in the Southern District of Ohio Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas & Electric Company (CG&E)). conspired to provide inequitable and unfair price 
advantages for certain large business consumers by entering into non-public option agreements with such consumers in exchange for their withdrawal of challenges to Duke 
Energy Ohio's (then CG&E's) pending RSP, which was implemented in early 2005. Duke Energy Ohio denies the allegations made in the lawsuit Following Duke Energy 
Ohio's filing of a motion to dismiss plaintiffs' claims, plaintiffs amended their complaint on May 30, 2008 Plaintiffs now contend that the contracts at issue were an illegal rebate 
which violate antitrust and RlCO statutes. Defendants have again moved to 
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dismiss the claims. It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke Energy Ohio might 
incur in connection with this matter 

Asbestos-related lnjuries and Damages Claims. Duke Energy Ohio has been named as a defendant or co-defendant in lawsuits related to asbestos at its electric 
generating stations. The impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position of these cases to date has not been material. Based 
on estimates under varying assumptions concerning uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos during construction or 
maintenance of Duke Energy Ohio's generating plants; (ii) the possible incidence of various illnesses among exposed workers; and (iii) the potential settlement costs without 
federal or other legislation that addresses asbestos tort actions, Duke Energy Ohio estimates that the range of reasonably possible exposure in existing and future suits over 
the foreseeable future is not material. This estimated range of exposure may change as additional settlements occur and claims are made and more case law is established. 

of business, some of which involve substantial amounts. Duke Energy Ohio believes that the final disposition of these proceedings will not have a material adverse effect on its 
consolidated results of operations, cash flows or financial position. 

insignificant reserves for these proceedings and exposures. Duke Energy Ohio expenses legal costs related to the defense of loss contingencies as incurred. 

Other Commitments and Contlngencies 

that may or may not be recognized on the Consolidated Balance Sheets. 

12. Fair Value of Financial Assets and Liabilities 

limited to financial instruments and to non-financial derivatives as, in February 2008, the FASB issued FSP No. 157-2. which delayed the effective date of SFAS No. 157 for one 
year for non-financial assets and liabilities, except for items that are recognized or disclosed at fair value in the flnancial statements on a recurring basis. There was no 
cumulative effect adjustment to retained earnings for Duke Energy Ohio as a result of the adoption of SFAS No 157. 

SFAS No. 157 deflnes fair value, establishes a framework for measuring fair value in GAAP and expands disclosure requirements about fair value measurements. Under 
SFAS No. 157. fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement 
date. The fair value definition under SFAS No. 157 focuses on an exit price, which is the price that would be received by Duke Energy Ohio to sell an asset or paid to transfer a 
liability versus an entry price, which would be the price paid to acquire an asset or received to assume a liability. Although SFAS No. 157 does not require additional fair value 
measurements, it applies to other accounting pronouncements that require or permit fair value measurements. 

Duke Energy Ohio determines fair value of financial assets and liabilities based on the following fair value hierarchy, as prescribed by SFAS No. 157, which prioritizes the 
inputs to valuation techniques used to measure fair value into three levels: 

Level 1 inputs -unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy Ohio has the ability to access. An active market for the 
asset or liability is one in which transactions for the asset or liability occur with sufficient frequency and volume to provide ongoing pricing information. Duke Energy Ohio does 
not adjust quoted market prices on Level 1 inputs for any blockage factor. 

Level 2 Inputs - inputs other than quoted market prices included in Level 1 that are observable, either directly or indirectly, for the asset or liability. Level 2 inputs include, 
but are not limited to, quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in markets that are not active and 
inputs other than quoted market prices that are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly quoted intervals, 
volatilities, credit risk and default rates 

Other Lit igation and Legal Proceedings. Duke Energy Ohio and its subsidiaries are involved in other legal, tax and regulatory proceedings arising in the ordinary course 

Duke Energy Ohio has exposure to certain legal matters that are described herein. As of June 30,2008 and December 31, 2007, Duke Energy Ohio has recorded 

General. Duke Energy Ohio enters info various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or power purchase contracts) 

On January 1, 2008, Duke Energy Ohio adopted SFAS No 157, "Fair Value Measurements" (SFAS No. 157). Duke Energy Ohio's adoption of SFAS No. 157 is currently 

Level 3 inputs - unobservable inputs for the asset or liability. 
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In February 2007, the FASB issued SFAS No. 159. "The Fair Value Option for Financial Assets and Financial Liabilities-including an amendment of FASB Statement 
No 11s' (SFAS No. 159), which permits entities to elect to measure many financial instruments and certain other items at fair value. For Duke Energy Ohio, SFAS No. 159 was 
effective as of January 1 ,  2008 and had no impact on amounts presented for periods prior to the effective date. Duke Energy Ohio does not currently have any financial assets 
or financial liabilities for which the provisions of SFAS No. 159 have been elected. However, in the future, Duke Energy Ohio may elect to measure certain financial instruments 
at fair value in accordance with this standard. 

and hedging transactions and Unrealized losses on mark-to-market and hedging transactions on Duke Energy Ohio's Consolidated Balance Sheets at fair value at June 30, 
2008. Amounts presented in the table below exclude cash collateral amounts which are disclosed separately in Note 1. 

The following table provides the fair value measurement amounts for assets and liabilities recorded in both current and non-current Unrealized gains on mark-to-market 

Total Fair Value 
Amounts at 

June 30,2008 Level 1 Level 2 Level 3 - - - 
-~ -----i1 

Derivative assets $ 
Derivative liabilities I -- I 1911 --.....~-m- P 

The following table provides a reconciliation of beginning and ending balances of assets and liabilities measured at fair value on a recurring basis where the determination 
of fair value includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derivatlves (net) 

(In mlllions) 
~ ~- 

W M Z h s  Ended June 30,2008 L 17 _j 3 

7 I- / Total pre-tax losses included in other comprehensive income I (MQ 

$E--. (25 

68 

_ _ _ ~  Balance at April 1, 2008 
[ Total pre-tax realized or unrealized gains included in earnings: 

Net -urchases, sales, issuances and settlements 

1 
Revenue, non-regulated ~_ 

1 Totargains included on balance sheet as regulatory asset or I i a b w  or as non-current liability 

- 
P * w 3 0 , 2 ? j o 8 p  ~~ -1 2 Z Z Q  
FIX Months Ended J L ~ O F  I--_=- 

Revenue, non-regulated 77 

____.--.- ~ 

Balance at Janga I ,  2008 -- 

[ Total pre-tax losses included in other comprehensive income 

m x  r,cEd=- . 7-- 
1 1 I (?)I 

Net purchases, sales, issuances and settlements (17) 

palance at June 30,2008 ~- I .--- 

re-tax amounts included in the Consohdated Statements of Operations related to Level 3 
measurements outstanding at June 30, 2008: 

Revenue, non-regulated 63 

The valuation method of the primary fair value measurements disclosed above is as follows: 

spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and 
Commodity derivatlves: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is adjusted for liquidity (bid-ask 
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discounted to present value. The primary difference between a Level 2 and a Level 3 measurement has to do with the level of activity in forward markets for the commodity. If 
the market is relatively inactive, the measurement is deemed to be a Level 3 measurement. Some commodity derivatives are NYMEX contracts, which Duke Energy Ohio 
classifies as Level 1 measurements. 

13. New Accounting Standards 

presented in the accompanying Consolidated Financial Statements: 
The following new accounting standards were adopted by Duke Energy Ohio subsequent to June 30, 2007 and the impact of such adoption, if applicable, has been 

SFAS No 157. Refer to Note 12 for a discussion of Duke Energy Ohio's adoption of SFAS No 157. 
SFAS No. 759. Refer to Note 12 for a discussion of Duke Energy Ohio's adoption of SFAS No. 159. 
FSPNo FIN 39-1. Refer to Note 1 for a discussion of Duke Energy Ohio's adoption of FSP No. FIN 39-1. 
The following new accounting standards have been issued, but have not yet been adopted by Duke Energy Ohio as of June 30,2008: 
SFAS No 747 (revised 2007), "Business Combinations"(SFAS No. 741RJ In December 2007, the FASB issued SFAS No. 141R, which replaces SFAS No. 141, 

"Business Combinations." SFAS No. 141R retains the fundamental requirements in SFAS No. 141 that the acquisition method of accounting be used for all business 
combinations and that an acquirer be identified for each business combination, This statement also establishes principles and requirements for how an acquirer recognizes and 
measures in its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling (minority) interests in an acquiree, and any goodwill acquired in 
a business combination or gain recognized from a bargain purchase. For Duke Energy Ohio, SFAS No. 141 R must be applied prospectively to business cornbinations for which 
the acquisition date occurs on or after January 1, 2009. The impact to Duke Energy Ohio of applying SFAS No. 141R for periods subsequent to implementation will be 
dependent upon the nature of any transactions within the scope of SFAS No. 141R. SFAS No. 141R changes the accounting for income taxes related to prior business 
combinations, such as Duke Energy's merger with Cinergy Subsequent to the effective date of SFAS No. 141R, the resolution of tax contingencies relating to Cinergy that 
existed as of the date of the merger will be required to be reflected in the Consolidated statements of Operations instead of being reflected as an adjustment to the purchase 
price via an adjustment to goodwill. 

SFAS No, 161, "Disclosures about Derivative Instmmenfs and Hedging Activities-an amendment to FASB Statement No 133"(SFAS No. 767) In March 2008, the FASB 
issued SFAS No. 161, which amends and expands the disclosure requirements for derivative instruments and hedging activities prescribed by SFAS No. 133, "Accounting for 
Derivative Instruments and Hedging Activities." SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures 
about fair value amounts of and gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. Duke Energy 
Ohio will adopt SFAS No, 161 as of January 1, 2009 and SFAS No 161 encourages, but does not require, comparative disclosure for earlier periods at initial adoption The 
adoption of SFAS No. 161 will not have any impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position. 

14. Income Taxes and Other Taxes 

Duke Energy, where the separate retum method is used to allocate tax expenses and benefits to the subsidiaries whose investments or results of operations provide these tax 
expenses and benefits. The accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohio were a separate 
company filing its own tax return as a C-Corporation. 

At June 30, 2008, Duke Energy Ohio has approximately $46 million recorded for unrecognized tax benefits and no portion of the total unrecognized tax benefits, if 
recognized, would affect the effective tax rate. Additionally, at June 30, 2008, Duke Energy Ohio has approximately $7 million of unrecognized tax benefits related to 
premerger tax positions that, if recognized prior io the adoption of SFAS No. 141R. would affect goodwill. It is reasonably possible that Duke Energy Ohio will reflect an 
approximate $35 million reduction in unrecognized tax benefits within the next twelve months due to expected settlements. 

Consolidated Statements of Operations related to income taxes. At June 30, 2008, Duke Energy 

The taxable income of Duke Energy Ohio is reflected in Duke Energy's U S. federal and state income tax returns. Duke Energy Ohio has a tax sharing agreement with 

During the three and six months ended June 30, 2008, Duke Energy Ohio recognized net interest expense of approximately $1 million and $2 million, respectively, in the 
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Ohio had approximately $8 million of interest payable, which reflects all interest related to income taxes, and no amount has been accrued for the payment of penalties in the 
Consolidated Balance Sheets. 

Duke Energy Ohio has the following tax years open: 

Jurisdiction lkY!aE 
Federal 2000 and afler 
State Closed through 2001, with the exception of any adjustments related to open federal years 

The effective tax rate for the three months ended June 30, 2008 was approximately 35.9% as compared to the effective tax rate of 39.8% for the same period in 2007. The 
effective tax rate for the six months ended June 30, 2008 was approximately 35.8% as compared to the effective tax rate of 39.0% for the same period in 2007. The decrease in 
the effective tax rate for both the three and six months ended June 30, 2008 is due primarily to less of an effect to the effective tax rate calculation from permanent items in 
2008 as compared to 2007 as a result of significantly higher pre-tax income in 2008. 

Exclse Taxes. Certain excise taxes levied by state or local governments are collected by Duke Energy Ohio from its customers. These taxes, which are required to be 
paid regardless of Duke Energy Ohio's ability to collect from the customer, are accounted for on a gross basis. When Duke Energy Ohio acts as an agent, and the tax is not 
required to be remitted if it is not collected from the customer, the taxes are accounted for on a net basis. Duke Energy Ohio's excise taxes accounted for on a gross basis and 
recorded as Operating Revenues in the accompanying Consolidated Statements of Operations for the three and six months ended June 30, 2008 and 2007 were as follows: 

Three Months Three Months Six Months SIX Months 
Ended Ended Ended Ended 

June 30,2008 June 30,2007 June 30,2008 June 30,2007 

15. Comprehensive income and Total Comprehensive Income 
Comprehensive Income. Comprehensive income includes net income and all other non-owner changes in equity The table below provides the components of other 

comprehensive income and total comprehensive income for the three months ended June 30, 2008 and 2007. Components of other comprehensive income and Lotal 
comprehensive income for the six months ended June 30, 2008 and 2007 are presented in the Consolidated Statements of Common Stockholder's Equity and Comprehensive 
Income. 

Total Comprehensive Income (Loss) 

Three Months Ended 
June 30, 

2008 2007 - - 
in millions) 

-lEI% - 
pet Income -- --J 11571' I - __ 
-- Other comprehensive loss) income 

Cash flow hed/ey@) (I) - __. 

I I (ID I [-- Other comprehensive (loss) income, net of IF-- 1 1 1 4  - - 

(a) 

16. Subsequent Events 

Cash flow hedges, net of an insignificant tax benefit and $2 million tax expense for the three months ended June 30, 2008 and 2007, respectively. 

For information on subsequent events related to goodwill and intangibles. regulatory matters and commitments and contingencies, see Notes 7,  10 and 11, respectively 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations. 

Management's Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements. 
Duke Energy Ohio, Inc. (Duke Energy Ohio) is a wholly-owned subsidiary of Cinergy Corp (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation 

(Duke Energy). Duke Energy Ohio's principal lines of business include generation, transmission and distribution of electricity, the sale of and/or transportation of natural gas, 
and energy marketing. 

BASIS OF PRESENTATION 

1 e-Q. 

DUKE ENERGY OHIO 

INTRODUCTION 

The results of operations and variance discussion for Duke Energy Ohio is presented in a reduced disclosure format in accordance with General Instructions H(2) of Form 

SIX Months Ended 
June 30, 

Increase 
2008 2007 (Decrease) 

(ln rnlllions) 

-- - 
c2peratiitgrevenues - - - x k i l  .7861 p 11,679/ I 
Operating ex enses 1,346 1,499 

I e r a t i n g n c o m e _ _ - - .  " ~ I Trnl.-_i I mL1m 

Income before i n c o m E Z L  _____.._-__._.___.__-.. ~ I . .. 

i%3.EElncome-----.-.- 

pains (losse8 on sales of other assets and other, net -..--.lI--TI TF-' --TmIzE ~- -- -__ - - 
Other income and expenses, net 15 17 ... 

_I_ _- 
1 I 4 - 1 7 4 r 1 7 1 1 1  

~- 

Income tax expense 162 55 107 
- I _ .  

- - 
.. .. ._ __ _. .-. .. . ... . . -. -. I - z F l z 9 - n x  . . m I E g  - -  - 

The $204 million increase in Duke Energy Ohio's Net Income was primarily due to the following factors: 
Operating Revenues The increase was primariiy due to. 

* A $60 million increase in net mark-to-market revenues on nonqualifying power and capacity hedge contracts, consisting of mark-to-market gains of $11 million in 2008 
compared to losses of $49 million in 2007, 

* A $30 million increase in retail electric revenues primarily due to increased amortization of purchase accounting valuation liability of the rate stabilization plan, 

* A $16 million increase in regulated fuel revenues driven mainly by higher natural gas costs, 

* An $8 million increase due to higher PJM capacity revenues in 2008 compared to 2007, partially offset by lower generation volumes from the Midwest gas-fired 
generation assets, 

* An $8 million increase related to the Demand Side Management rider implemented in the third quarter of 2007, 

A $5 million increase in wholesale revenues due to higher generation volumes in 2008 compared to 2007, and 

* 

Partially offsetting these increases were: 

- 

A $4 million increase due to implementation of new gas rates in Ohio. 

A $27 million decrease in volumes of coal sales due to expiration of contracts, and 

- A $4 million decrease due to milder weather in 2008 compared to 2007 

Operating Expenses The decrease was primarily due to 

* A $100 million decrease in fuel expense due to mark-to-market gains on nonqualifying fuel hedge contracts of $145 million in 2008 compared to gains of $45 million in 
2007, 
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A $32 million decrease due primarily to lower sulfur dioxide emission allowance expenses due to installation of flue gas desulphurization equipment, 

- A $26 million decrease in expenses associated with coal sales due to expiration of contracts, 

* A $13 million decrease in retail fuel and purchased power expenses due to realized gains from the settlement of certain fuel contracts, and 

* 

Partially offsetting these decreases were: 

A $7 million decrease in fuel and operating expenses for the Midwest gas-fired generation assets primarily due to lower generation volumes in 2008 compared to 2007. 

An $18 million increase in regulated fuel expense primarily due to higher natural gas costs, and 

A $5 million increase in amortization of the Ohio Demand Side Management costs. 
Gains (Losses) on Sales of OtherAssets and Other; net Increase in 2008 compared to 2007 Is attributable to gains on sales of emission allowances in 2008 compared to 

losses on sales of emission allowances in 2007. Gains in 2008 were a result of sales of zero cost basis emission allowances. Losses in 2007 were a result of sales of emission 
allowances acquired in connection with Duke Energy's merger with Cinergy in April 2006 which were written up to fair value as part of purchase accounting. 

h o m e  Tax Expense Income Tax Expense increased for the six months ended June 30, 2008 as compared to the same period in the prior year, The increase is primarily 
the result of higher pre-tax income, partially offset by a lower effective tax rate for the six months ended June 30, 2008 (36%) compared to the same period in 2007 (39%). The 
decrease in the effective tax rate is due primarily to less of an effect to the effective tax rate calculation from permanent items in 2008 as compared to 2007 as a result of 
significantly higher pre-tax income in 2008. 

MATTERS IMPACTING FUTURE RESULTS 
On July I t .  2008, the U.S. Court of Appeals for the District of Columbia issued a decision vacating the Clean Air Interstate Rule. See Note 11, "Commitments and 

Contingencies," to the Consolidated Financial Statements for a discussion of the decision. Duke Energy Ohio Is currently evaluating the effect of the decision on the carrying 
value of emission allowances held by its non-regulated businesses. Based on current market prices for suifur dioxide allowances, and the uncertainty associated with future 
federal requirements to reduce emissions, management believes that it is possible that Duke Energy Ohio may incur an impairment of the carrying value of emission 
allowances held by Commercial Power of up to $100 million in the third quarter of 2008. This current estimate is  based on total allowances held by Commercial Power as of 
June 30, 2008 compared to amounts projected to be utilized in operations through 2037 

OTHER MATTERS 
At June 30, 2008, Duke Energy Ohio had approximately $440 miilion of auction rate pollution control bonds outstanding. The maximum auction rate for approximately 

$270 million of this debt is 1.75 times one-month London Interbank Offered Rate (LIBOR) and the maximum auction rate for the remaining balance of approximately $1 70 
million is 2.0 times one-month LIBOR. While Duke Energy Ohio intends to refund and refinance these tax exempt auction rate bonds, the timing of such refinancing transactions 
is uncertain and subject to market conditions. 
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Item 4. Controls and Procedures. 

Disclosure Controls and Procedures 

reports it files or submits under the Securities Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and reported, within the time periods specified by the 
Securities and Exchange Commission's (SEC) rules and forms. 

disclosed by Duke Energy Ohio in the reports it files or submits under the Exchange Act is accumulated and communicated to management, including the Chief Executive 
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. 

effectiveness of its disclosure controls and procedures (as such term is defined in Rule 13a-I5(e) and 15d-l5(e) under the Exchange Act) as of June 30, 2008, and, based 
upon this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective in providing reasonable assurance 
of compliance. 

Changes In Internal Control over Flnanclal Reportlng 

changes in internal control overfinancial reporting (as such term is defined in Rules 13a-15(9 and 15d-15(9 under the Exchange Act) that occurred during the fiscal quarter 
ended June 30, 2008 and have concluded that no change has materially affected, or is reasonably likely to materially affect, internal control over financial reporting. 

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by Duke Energy Ohio in the 

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information required to be 

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated the 

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated 
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item I. Legal Proceedings 

the Consolidated Financial Statements, "Regulatory Matters" and Note 11 to the Consolidated Financial Statements, "Commitments and Contingencies." 

Item I A .  Risk Factors 

Ohio's Annual Report on Form IO-K for the year ended December 31, 2007, which could materially affect Duke Energy Ohio's financial condition or future results, Additional 
risks and uncertainties not currently known to Duke Energy Ohio or that Duke Energy Ohio currently deems to be immaterial also may adversely affect Duke Energy Ohio's 
financial condition andlor results of operations. 

For information regarding legal proceedings that became reportable events or in which there were material developments in the second quarter of 2008, see Note 10 to 

In addition to the other information set forth in this report, careful consideration should be given to the factors discussed in Part I, "Item 1A. Risk Factors" in Duke Energy 
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Item 6. Exhibits 

(a) Exhlblts 

PART I I  

Exhibits filed or furnished herewith are designated by an asterisk (') 

Exhlbit 
Number 

'31.1 

'31 "2 

'32.1 

'32.2 

Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as an exhibit does not exceed 
10% of the total assets of the registrant and its subsidiaries on a consolidated basis. The registrant agrees, upon request of the Securities and Exchange Commission, to 
furnish copies of any or all of such instruments to it. 
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SIGNATURES 

Pursuant to the requlrernents of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the underslgned 
thereunto duly authorized. 

Date: August 14, 2008 

DUKE ENERGY OHIO, INC. 

Is/ DAVID L. HAUSER 

Date: August 14, 2008 

David L. Hauser 
Group Executive and 
Chief Financial Officer 

Is/ STEVEN K. YOUNG 

Steven K. Young 
Senior Vice President and 

Controller 
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EXHIBIT 31.1 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James E. Rogers, certify that: 

1) 

2) 

I have reviewed this quarterly report on Form 1 0 4  of Duke Energy Ohio, Inc ; 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-l5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-l5(f) and 15d-I5(f)) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting. to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a Significant role in the registrant's internal control over financial 
reporting 

b) 

Date: August 14, 2008 

Is1 JAMES E. ROGERS 
James E. Rogers 

Chief Executive Officer 

Saurce: Duke Energy Ohia, In, 10-Q, August 14, 2008 



EXHIBIT 31.2 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, David L. Hauser, certiy that: 

1) 

2) 

I have reviewed this quarterly report on Form 10-Q of Duke Energy Ohio, Inc.; 

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report. fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-I5(e) and 15d-I5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-i5(f) and 15d-t5(f)) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant. including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting. or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably iikely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial 
reporting 

b) 

Date: August 14, 2008 

/s/ DAVID L. HAUSER 
David L. Hauser 

Group Executive and 
Chief Financial Officer 

Source: Duke Energy Ohio, In, IO-Q, August 14, ZOO8 



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Duke Energy Ohio, Inc. ("Ruke Energy Ohio") on Form 10-Q for the period ending June 30, 2008 as filed with the Securities and 
Exchange Commission on the date hereof (the "Report"), I, James E. Rogers, Chief Executive Ofticer of Duke Energy Ohio, certify, pursuant to 18 U.S.C. section 1350, as 
adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke Energy Ohio 

Is/ JAMES E. ROGERS 
James E. Rogers 

Chief Executive Officer 
August 14,2008 

Saurce: Duke Energy Ohio, In, I O Q ,  August 14, 2008 



EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

in connection with the Quarterly Report of Duke Energy Ohio, Inc. ("Duke Energy Ohio") on Form IO-Q for the period ending June 30, 2008 as filed with the Securities and 
Exchange Commission on the date hereof (the "Report"). I, David L. Hauser, Group Executive and Chief Financial Officer of Duke Energy Ohio, certify, pursuant to 18 U.S C, 
section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxiey Act of 2002, that: 

( 1 )  

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Duke Energy Ohio 

Is/ DAVID L. HAUSER 
David L Hauser 

Group Executive and Chief Financial Officer 
August 14,2008 

Created by IOKWizard www. 10KWizard.com 
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Item 8.01. Other Events. 

SIGNATURE 



UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 

Date of Report (Date of earliest event reported): May 28,2008 

DUKE ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 

1-32853 
(Commission 
File Number) 

526 South Church Street, Charlotte, North Carolina 28202 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number. including area code) 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

001-1 232 
(Commission 
File Number) 

Indiana 
(State or Other Jurisdiction 

of Incorporation) 

139 East Fourth Street, Cincinnati, Ohio 45202 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY INDIANA, INC. 
(Exact Name of Registrant as Specified in  its Charter) 

1-3543 
(Cornmission 
File Number) 

1000 East Main Street, Plainfield, Indiana 46168 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

20-2777218 
(IRS Employer 

Identification No.) 

31-0240030 
(IRS Employer 

Identification No.) 

35-0594457 
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Check the appropriate box below ifthe Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

PI-e-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act ( I  7 CFR 240. 13e-4(c)) 

Source: Duke Energy Ohia, In, 8-K, May 28, 2008 



Item 8.01. Other Events. 

As previously reported in the registrants’ prior disclosures, in 1999-2000, the IJS. Justice Department, acting on behalf of the EPA, 
filed a number of complaints and notices of violation against multiple utilities across the country for alleged violations of the New 
Source Review (NSR) provisions of the Clean Air Act (CAA). Generally, the government alleged that projects performed at various 
coal-fired units were major modifications, as defined in the CAA, and that the utilities violated the CAA when they undertook those 
projects without obtaining permits and installing emission controls for SO& NOx and particulate matter. The complaints seek 
(1) injunctive relief to require installation of pollution control technology on various allegedly violating generating units, and 
(2) unspecified civil penalties in amounts of up to $27,500 per day for each violation. A number of Duke Energy’s owned and 
operated plants have been subject to these allegations and lawsuits. The registrants asserted that there were no CAA violations 
because the applicable regulations do not require permitting in cases where the projects undertaken are “ro~tine” or otherwise were 
not expected to result i n  a net increase in emissions. 

On May 22, 2008, a jury verdict was returned finding in favor of the registrants on 10 of the 14 prqjects being disputed. The four 
projects that were ruled in favor of the government related to three units at Duke Energy Indiana, I tx ’s  Wabash River station. The 
remedy phase of the case related to the Wabash River units is scheduled to begin December 8, 2008. Based on previous rulings by the 
judge in this case, the Wabash River units are not sub.ject to civil penalties; and therefore, the remedy phase will address only the 
appropriate injunctive relief. 
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SIGNATURE 

Pursuant to the requirements of the Securities and Exchange Act of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

DUKE ENERGY CORPORATION 

Date: May 28,2008 

Date: May 28,2008 

Date: May 28, 2008 

By: IsMarc E. Manly 
Name: Marc E. Manly 
Title: Group Executive and Chief Legal Officer 

DUKE ENERGY OHIO, INC. 

By: IdMarc E. Manly 
Name: Marc E. Manly 
Title: Group Executive and Chief Legal Officer 

DUKE ENERGY INDIANA, INC. 

By: /sfMarc E. Manly 
Name: Marc E. Manly 
Title: Group Executive and ChieFLegal Officer 
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PART 11.  
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D C. 20549 

FORM 10-Q 
(Mark One) 

Kl QUARTERLY REPORT PURSUANTTO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the quarterly period ended March 31, 2008 Or 

a TRANSITION REPORT PURSUANTTO SECTION 13 OR i q d )  OF THE SECURITIES EXCHANGE ACT OF 1934 
For the transition period from to 

Commission file number 1-1232 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

Ohio 
(State or Other Jurisdiction of Incorporation) 

139 East Fourth Street 
Cincinnati, OH 

(Address of Principal Executive Offices) 

31-0240030 
(IRS Employer Identification No.) 

45202 
(Zip code) 

704-594-6200 
(Registrant's telephone number, including area code) 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 
months (or for such shorter period that the registrants were required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes@ No0 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions of 
"large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b2 of the Exchange Act (Check one): 

Large accelerated filer I3 
Non-accelerated filer IXi 

(Do not check if a smaller reporting company) 

Accelerated filer 0 
Smaller reporting company 0 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Securities Exchange Act of 1934). 
yeso  N O K ~  

All of the registrant's common stock is indirectly owned by Duke Energy Corporation (File No. 1-32853) which is a reporting company under the Securities Exchange Act of 
1934, as amended. 

The registrant meets the conditions set forth in General Instructions H(l)(a) and (b) of Form 10-Q and is therefore filing this form with the reduced disclosure format specified in 
General Instructions H(2) of Form 1 0 4 .  

Source. Duke Energy Ohio, In, 10-Q, May 15, 2008 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

30 

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

State and federal legislative and regulatory initiatives, including costs of compliance with existing and future environmental requirements; 

State and federal legislative and regulatory initiatives and rulings that affect cost and investment recovery or have an impact on rate structures: 

Costs and effects of legal and administrative proceedings, settlements, investigations and claims: 

Industrial, commercial and residential growth in Duke Energy Ohio, Inc.'s (Duke Energy Ohio) service tenitories; 

Additional competition in electric markets and continued industry consolidation; 

The influence of weather and other natural phenomena on Duke Energy Ohio operations, including the economic, operational and other effects of tornados, droughts 
and other natural phenomena; 

The timing and extent of changes in commodity prices and interest rates; 

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

The performance of electric generation facilities; 

The results of financing efforts. including Duke Energy Ohio's ability to obtain financing on favorable terms, which can be affected by various factors, including Duke 
Energy Ohio's credit ratings and general economic conditions: 

Declines in the market prices of equity securities and resultant cash funding requirements of Duke Energy Ohio for Cinergy's defined benefit pension plans; 

The level of credit worthiness of counterparties to Duke Energy Ohio's transactions; 

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

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

The effect of accounting pronouncements issued periodically by accounting standard-setting bodies. 
In light of these risks, uncertainties and assumptions, the events described in the forward-looking statements might not occur or might occur to a different extent or at a 

different time than Duke Energy Ohio has described Duke Energy Ohio undertakes no obligation to publicly update or revise any forward-looking statements, whether as a 
result of new information, future events or otherwise. 

Source: Duke Energy Ohio, In, 10-Q, May 15, 2008 
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PART I. FINANCIAL INFORMATION 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Unaudited) 
(In millions) 

Item 1. Financial Statements. 

Three Months 
Ended 

March 31, 

2008 2007 
. - Dperatlng Revenues 

Re ulated electnc 
Regulated natural gas 

Non-re ulated electric and other ~ ~ _ _  I k L92 k L 4 J 1  

1-Tp42/ I 53: 
31 .__ _ _ _ _ ~  ._ 

357 
d 

Total operating revenues 1 p911 I p 1611 
pperating Expenses 

[ cost of natural gas 

Fuel used in electric generation and purchased power __ __--_-...--1- 1.-1177/ I-PZ 
- __  - __ __ 1 p5q 1 p 5yJ 

[ Property and other taxes I / I  734 I I 734 J 

I I I  11)) [Gains (Losses) on Sales of Other Assets and Other, net 1q I / (  

@her hlcome and E x E n s e s L n e t  ____ ~ .- ~ - I 1 .- 41 
h c o m e  Before hcome Taxes- __________ _ _ _ _ _ _ ~ _ _ _ _ _  __--- I -_- - - - ____ - ____ - _I _-_____I- I 12 

pficome -___ _-----~~t-___u!zL-E 1221 I 

Operation. maintenance and other 182 185 

Depreciation and amortization 99 93 
- 

Total operating expenses 781 831 

Operating Income 223 74 

Interest Expense 26 23 

Income Tax Expense 73 23 
oq 1 1 __ 6q'j 

See Notes to Unaudited Consolidated Financial Statements 
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PART I 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS 

(Unaudited) 
(In millions) 

See Notes to Unaudited Consolidated Financial Statements 
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PART I 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED BALANCE SHEETS-(Continued) 

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

See Notes to Unaudited Consolidated Financial Statements 
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DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Unaudited) 
(In millions) 

Three Months Ended 
March 31, 

Source: Duke Energy Ohio, In, IO-Q, May 15, 2008 



Table of Contents 
PART I 

DUKE ENERGY OHIO, INC. 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY AND COMPREHENSIVE INCOME 

(Unaudited) 
(In millions) 

Accumulated Other Comprehensive 
Income (Loss) 

SFAS No. 
158 

.- 
411 ] 
4 

~ ~ _ _ _ _  I--_i.-.?:L--. 1 -  ! 
.__-._I-, - -1:7 I 

Balance at March 31,2007 5 762 5 5,605 5 88 5 (32) 5 
I I l l  I I I I I I /  / / /  I l i  I /  / I  I j  

I 1 1 - 4  I 
--E:IrLE3.zIiEa 

Tz.:3' 4-.- - - Push-down accountin ad'ustments -- --..--I 
1 Total comprehensive income 

1 Adoption of SFAS No.g15i-measurement d m r l - - - r - q - - -  1 1 (4 ;I -r--r 
(2) 5 2 ( 

Balance at December 31,2007 5 762 5 5,570 5 227 $ (32) 5 7 5 6,534 
I Net income 1 4  I I 1341 1 I 4 -~--~-ii.i-- i . I  33311 

__ -- income, net of tax effect of m- 
___I- 

l - - - . t  I -4 1 1-I ! 1-4 

i_ -- Total cwxeJhensive income __ _ _  __ I I !  _ - - l - i i _ _ L -  I I -....--L-l -L-_L--ll - -1-m 
,Balance at March 31,2008 ! i s 1  762/ R /5,570/ I 360// 1 ( 3QI I 16 I 71 I $ /6,6691 

See Notes to Unaudited Consolidated Financial Statements 
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Table of Contents 
PART I 

DUKE ENERGY OHIO. INC. 
Notes To Unaudited Consolidated Financial Statements 

1. Basis of Presentation 
Nature o f  Operations and Basis of Consolldation. Duke Energy Ohio, Inc. (Duke Energy Ohio), an Ohio corporation organized in 1837. is a wholly-owned subsidiary of 

Cinergy Corp. (Cinergy). Cinergy is a wholly-owned subsidiary of Duke Energy Corporation (Duke Energy) Duke Energy Ohio is a combination electric and gas public utility 
company that provides service in the southwestem portion of Ohio and through Duke Energy Kentucky, Inc (Duke Energy Kentucky) in nearby areas of Kentucky Duke Energy 
Ohio's principal lines of business include generation, transmission and distribution of electricity, the sale of and/or transportation of natural gas, and energy marketing. Duke 
Energy Ohio's principal subsidiary is Duke Energy Kentucky, a Kentucky corporation organized in 1901 Duke Energy Kentucky's principal lines of business include generation, 
transmission and distribution of electricity as well as the sale of andlor transportation of natural gas References herein to Duke Energy Ohio includes Duke Energy Ohio and its 
subsidiaries. 

subsidiaries where Duke Energy Ohio has control. These Consolidated Financial Statements also reflect Duke Energy Ohio's proportionate share of certain generation and 
transmission facilities in Ohio and Kentucky. 

for interim financial information and with the instructions to Form 10-Q and Regulation S-X. Accordingly, these Consolidated Financial Statements do not include all of the 
information and footnotes required by GAAP for annual financial statements. Because the interim Consolidated Financial Statements and Notes do not include all of the 
information and footnotes required by GAAP for annual financial statements, the Consolidated Financial Statements and other information included in this quarterly report 
should be read in conjunction with the Consolidated Financial Statements and Notes in Duke Energy Ohio's Form 10-K for the year ended December 31, 2007. 

financial position and results of operations. Amounts reported in the interim Consolidated Statements of Operations are not necessarily indicative of amounts expected for the 
respective annual periods due to the effects of seasonal temperature variations on energy consumption, regulatory rulings, the timing of maintenance on electric generating 
units, changes in mark-to-market valuations, changing commodity prices, and other factors. 

Use o f  Estimates. To conform to GAAP in the U S , management makes estimates and assumptions that affect the amounts reported in the Consolidated Financial 
Statements and Notes. Although these estimates are based on management's best available knowledge at the time, actual results could differ. 

Reclassifications. Certain prior period amounts on the Consolidated Balance Sheets have been reclassified in connection with the adoption of Financial Accounting 
Standards Board (FASB) Staff Position (FSP) No FIN 39-1, "Amendment of FASB lnterpretation No 39, Offsetting ofAmounts Related to Certain Contracts," (FSP No FIN 
39-1) on January 1, 2008, as discussed befow, the effects of which require retrospective application to the Consolidated Balance Sheets. 

Netting of cash collateral and derivatlve assets and liabilitles under master netting arrangements. On January 1, 2008, Duke Energy Ohio adopted FSP No FIN 
39-1. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value amounts (or amounts that approximate fair value) recognized on its Consolidated Balance 
Sheets related to cash collateral amounts receivable or payable against fair value amounts recognized for derivative instruments executed with the same counterparty under 
the same master netting agreement. Prior to the adoption of FSP No FIN 351,  Duke Energy Ohio offset the fair value amounts recognized for derivative instruments executed 
with the same counterparty under the same master netting agreement in accordance with FIN 39, "Offsetfing ofAmounts Related to Certain Contracts," but presented cash 
collateral on a gross basis within the Consolidated Balance Sheets. At March 31, 2008 and December 31, 2007, Duke Energy Ohio had receivables related to the right to 
reclaim cash collateral of approximately 516 million and 55 million, respectively, and had payables related to obligations to return cash collateral of approximately $34 million 
and an immaterial amount, respectively, that have been offset against net derivative positions in the Consolidated Balance Sheets. Duke Energy Ohio had immaterial cash 
collaterai receivables under master netting arrangements that have not been offset against net derivative positions at March 31, 2008 and December 31, 2007, respectively. 
Duke Energy Ohio had an immaterial amount of cash collateral payables under master netting arrangements that have not been offset against net derivative positions at 
March 31,2008 and December 31,2007. 

Unbllled Revenue. Revenues on sales of electricity and gas are recognized when either the service is provided or the product is delivered Unbilled revenues are 
estimated by applying an average revenue per kilowatt hour or per thousand cubic feet (McO for all cus- 

These Consolidated Financial Statements include, after eliminating intercompany transactions and balances, the accounts of Duke Energy Ohio and all majority-owned 

These Consolidated Financial Statements have been prepared in accordance with generally accepted accounting principles (GAAP) in the United States of America (US) 

These Consolidated Financial Statements reflect all normal recuring adjustments that are, in the opinion of management, necessary to fairly present Duke Energy Ohio's 
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tomer classes to the number of estimated kilowatt hours or Mcf's delivered but not billed. The amount of unbilled revenues can vary significantly period to period as a result of 
factors including seasonality, weather, customer usage patterns and customer mix. Receivables for unbilled revenues of 5121 million and 5145 million at March 31, 2008 and 
December 31, 2007, respectively are included in the sales of accounts receivable to Cinergy Receivables Company, LLC (Cinergy Receivables), an unconsolidated entity 
formed by Cinergy. 

Other Regulatory Assets and Deferred Debits. The state of Ohio passed comprehensive electric deregulation legislation in 1999, and in 2000, the Public Utilities 
Commission of Ohio (PUCO) approved a stipulation agreement relating to Duke Energy Ohio's transition plan creating a Regulatory Transition Charge (RTC) designed to 
recover Duke Energy Ohio's generation-related regulatory assets and transition costs over a ten-year period beginning January 1 ,  2001 and ending December 2010. 
Accordingly, application of Statement of Financial Accounting Standards (SFAS) No. 71, "Accounting for Certain Types of Regulation," (SFAS No. 71) was discontinued for the 
generation portion of Duke Energy Ohio's business. Duke Energy Ohio has a RTC related regulatory asset balance of approximately 5215 million and 5239 million as of 
March 31, 2008 and December 31, 2007, respectively, which is classified in Other Regulatory Assets and Deferred Debits on the Consolidated Balance Sheets 

2. Business Segments 
Duke Energy Ohio operates the following business units: Franchised Electric and Gas and Commercial Power. Duke Energy Ohio's chief operating decision maker 

regularly reviews financial information about each of these business units in deciding how to allocate resources and evaluate performance. Both of the business units are 
considered reportable segments under SFAS No. 131, "Disclosures about Segments of an Enterpdse and Related Infomation." There is no aggregation within Duke Energy 
Ohio's defined business segments. 

Franchised Electric and Gas generates, transmits, distributes and sells electricity in southwestem Ohio and northern Kentucky. Franchised Electric and Gas also 
transports and sells natural gas in southwestem Ohio and northern Kentucky, It conducts operations primarily through Duke Energy Ohio and Duke Energy Kentucky 

Commercial Power owns, operates and manages non-regulated power plants and engages in the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants as well as other contractual positions. Commercial Power's generation asset fleet consists of Duke Energy Ohio's non-regulated 
generation in Ohio and the five Midwestem gas-fired non-regulated generation assets. Commercial Power's assets comprise approximately 7,600 megawatts of power 
generation primarily located in the Midwestem U.S. The asset portfolio has a diversified fuel mix with baseload and mid-merit coal-fired units as well as combined cycle and 
peaking natural gas-fired units. Most of the generation asset output in Ohio has been contracted through the rate stabilization plan (RSP). 

The remainder of Duke Energy Ohio's operations are presented as Other. While it is not considered a business segment. Other primarily includes certain allocated 
governance costs (see Note 8). 

Duke Energy Ohio's reportable segments offer different products and services and are managed separately as business units. Accounting policies for Duke Energy Ohio's 
segments are the same as those described in the Notes to the Consolidated Financial Statements in Duke Energy Ohio's Annual Report on Form 10-K for the year ended 
December 31, 2007. Management evaluates segment performance based on earnings before interest and taxes from continuing operations (EBIT). 

On a segment basis, €BIT excludes discontinued operations and represents all profits from continuing operations (both operating and non-operating and excluding 
corporate governance costs) before deducting interest and taxes. Cash, cash equivalents, and investments in marketable securities, if any, are managed centrally by Duke 
Energy, so the interest and dividend income on those balances are excluded from the segments' EBIT. 

Transactions between reportable segments are accounted for on the same basis as unaffiliated revenues and expenses in the accompanying Consolidated Financial 
Statements. 
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Buslness Segment Data 

Segment EBlTl 
Consoildated Income 

from Continulng Depreciation 
Unaffiliated Operations Before and 
Revenuesla' Income Taxes Amortization 

(in milllons) 

-- 

I 
$ 

I 

I 

/Other ___._____ 2 : I  u 
interest expense- ~ _ _ _ - - . _ _ _ . -  
{nteres! income and other 
Total consolidated $ 991 $ 206 $ 

' 58 

T - 3 N  (26) -. _. 

I /Three Months Ended March 31,2008 . 1 l.--L--d $- 599--$ __- 
97 

242 
I I 7- 394 1 I 14q 1 I I 411 

Franchised Electric and Gas ___- 
pommercial Power 
Total reportable segments 99 - 991 _ _ _ ~  - 

- ___ - - - 
81 I 

99 
1 - I  

(a) There were no intersegment revenues for the three months ended March 31,2008 and 2007 

Segment Assets 

March 31, December 31, 
2008 2007 

3. Dispositions 

and net pre-tax gains (losses) of $12 million and $(11) million, respectively, recorded in Gains (losses) on Sales of Other Assets and Other, net on the Consolidated Statements 
of Operations. These amounts primarily relate to Commercial Power's sales of emission allowances. 

For the three months ended March 31, 2008 and 2007, the sale of emission allowances resulted in approximately $12 million and $22 million, respectively, in proceeds 
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4. Inventory 

is recorded primarily using the average cost method. 
Inventory consists primarily of coal held for electric generation: materials and supplies: and natural gas held in storage for transmission and sales commitments. Inventory 

March 31, December 31, 
2008 2007 

_ _ _ _ _ _ _ _ _ _ _ ~  b a s  held in storage 
77 77 -eninration 

baterials and supplies ______________-- - -- s q - - 1  I €4 _________- 

1 Total Inventory . ~ _ _ _ _ _ -  I D I 1681 - D I 214 - 
5. Debt and Credit Facilities 

Duke Energy Ohio receives support for its short-term borrowing needs through its participation with Duke Energy and other Duke Energy subsidiaries in a money pool 
arrangement, which allows Duke Energy Ohio to better manage its cash and working capital requirements. Under this arrangement, those companies with short-term funds may 
provide short-term loans to affiliates participating under this arrangement As of March 31, 2008 and December 31, 2007, Duke Energy Ohio was in a payable position of $47 
million and $189 million, respectively, classified within Notes payable in the accompanying Consolidated Balance Sheets. During the three months ended March 31, 2008 and 
2007, the $142 million and $227 million change in the money pool, respectively, is reflected as a cash outflow in Notes payable to affiliate, net within Net cash used in financing 
activities on the Consolidated Statements of Cash Flows. 

Available Credit Facilities and Restrictive Debt Covenants In March 2008, Duke Energy entered into an amendment to its $2.65 billion master credit facility whereby the 
borrowing capacity was increased by $550 million to $3.2 billion. Pursuant to the amendment, the additional credit capacity of $550 million specifically increased the borrowing 
sub limit for Duke Energy Ohio (excluding Duke Energy Kentucky) by $250 million to $750 million. The borrowing sub limit of Duke Energy Kentucky did not change. In May 
2008, Duke Energy reallocated the borrowing sub limits under the master credit facility and reduced Duke Energy Ohio's borrowing sub limit by $50 million to $700 million. 

Duke Energy, Duke Energy Ohio and Duke Energy Kentucky to not exceed 65%. Duke Energy Ohio's debt agreements also contain various financial and other covenants. 
Failure to meet these covenants beyond applicable grace periods could result in accelerated due dates andlor termination of the agreements. As of March 31, 2008, Duke 
Energy and Duke Energy Ohio were in compliance with those covenants. In addition, some credit agreements may allow for acceleration of payments or termination of the 
agreements due to nonpayment, or the acceleration of other significant indebtedness of the borrower or some of its subsidiaries. None of the debt or credit agreements contain 
material adverse change clauses. 

Long-term Debt on the Consolidated Balance Sheets due to Duke Energy Ohio's intent and ability to utilize such borrowings as long-term financing. Duke Energy's credit 
facilities with non-cancelable terms in excess of one year as of the balance sheet date give Duke Energy Ohio the ability to refinance these short-term obligations on a 
long-term basis. 

The issuance of commercial paper, letters of credit and other borrowings reduces the amount available under the credit facility. 
Duke Energy's credit agreement contains various financial and other covenants, including, but not limited to, a covenant regarding the debt-to-total capitalization ratio at 

As of March 31, 2008 and December 31, 2007, approximately $96 million of certain pollution control bonds, which are short-term obligations by nature, are classified as 
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Duke Energy Ohio participates in pension and other post-retirement benefit plans sponsored by Cinergy. Duke Energy Ohio's net periodic benefit costs as allocated by 
6. Employee Benefit Obligations 

Cinergy were as follows: 

Three Months 
Ended 

Three Months 
Ended 

March 31, March 31, 
2008 2007 

-~ 
Dualifred Pension B e n e f i t ~ 7 ~ r -  - -i----r- - -- - 

Other Post-retirement Benefitdb7- $ 
- -- ---_- 

(a) These amounts exclude approximately $1 million and $3 million for the three months ended March 31, 2008 and 2007, respectively, of regulatory asset amortization 
resulting from purchase accounting. 

(b) The three months ended March 31, 2007 excludes approximately $1 million of regulatory asset amortization resulting from purchase accounting. 
Duke Energy's policy is to fund amounts for its U.S. qualified pension plans on an actuarial basis to provide assets sufficient to meet benefit payments to be paid to plan 

participants Duke Energy did not make contributions to the legacy Cinergy qualified or non-qualified pension plans during the three months ended March 31, 2008 or 2007. 
Duke Energy does not anticipate making contributions to the legacy Cinergy qualified or non-qualified pension plans during 2008. Duke Energy also sponsors employee 
savings plans that cover substantially all US. employees. Duke Energy Ohio expensed pre-tax employer matching contributions of approximately $1 million for each of the 
three months ended March 31,2008 and 2007. 

7. Goodwill and Intangibles 

Carrying Amount of Goodwill 

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

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

March 31, December 31, 
2008 2007 

(in millions -~ 
Emission allowances ~ - ______ w I3Gi d I 36511 
Gas, coal, and power contracts 271 271 
iOther-- ---------____I____- ~ - --- I I  A I - 

I I - 6231 -1 I 64y] 1 Total gross carrying amount _ _ _ ~  -~ 
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Emission allowances in the table above include emission allowances, which as part of the Duke Energy and Cinergy merger, were recorded at fair value on the date of the 
merger and emission allowances purchased by Duke Energy Ohio. Additionally, Duke Energy Ohio is allocated certain zero cost emission allowances on an annual basis. 
Carrying value of emission allowances sold or consumed during the three months ended March 31, 2008 and 2007 were $16 million and $67 million, respectively. See Note 3 
for discussion of gains and losses on sales of emission allowances at Commercial Power during the three months ended March 31, 2008 and 2007. 

Amortization expense for gas, coal and power contracts and other intangible assets for the three months ended March 31, 2008 and 2007 was approximately $6 million 
and $12 million, respectively. 

In connection with the Duke Energy and Cinergy merger, Duke Energy Ohio recorded an intangible liability of approximately $113 million associated with the market based 
standard service offer (MBSSO) in Ohio, which is being recognized in earnings over the remaining regulatory period that ends on December 31, 2008 During the three months 
ended March 31, 2008 and 2007, Duke Energy Ohio amortized approximately $17 million and less than $1 million, respectively, to income related to this intangible liability The 
carrying amount of this intangible liability was approximately $50 million and $67 million at March 31, 2008 and December 31, 2007, respectively. Duke Energy Ohio also 
recorded approximately $56 million of intangible liabilities associated with other power sale contracts in connection with the merger. The carrying amount of this intangible 
liability was approximately $21 million and $22 million at March 31, 2008 and December 31, 2007, respectively. During the three months ended March 31, 2008 and 2007, Duke 
Energy Ohio amortized approximately $1 million and $4 million, respectively, to income related to these power sale contracts. 

8. Related Party Transactions 
Duke Energy Ohio engages in related party transactions. These transactions are generally performed at cost and in accordance with the applicable state and federal 

commission regulations. Balances due to or due from related parties included in the Consolidated Balance Sheets as of March 31, 2008 and December 31, 2007 are as follows: 

March 31, December 31, 
2008 2007 

__ In m l l l l o n L  
;Current assets due from affiliated corn a n i e s r g  l----i$i-T\-- 58 
Current liabilities due to affiliated com t n i e s n  __ 

on-current liabilities due to affiliated !om a;jesra)----- . 
l e t  deferred tax liabilities to Duke Energy? 

(a) Balances exclude assets or liabilities associated with accrued pension and other post-retirement benefits, Cinergy Receivables and money pool arrangements as 
discussed below. 

Of the balance at March 31, 2008, approximately ($38) million is classified as Receivables and ($11) million is classified as Other Current Assets. The balance at 
December 31, 2007 is classified as Receivables on the Consolidated Balance Sheets. 

Of the balance at March 31, 2008, approximately ($159) million is classified as Accounts payable and ($62) million is classified as Taxes accrued on the Consolidated 
Balance Sheets Of the balance at December 31 ~ 2007, approximately ($256) million is classified as Accounts payable and ($10) million is classified as Taxes accrued on 
the Consolidated Balance Sheets. 

(d) The balance at March 31, 2008 is classified as Unrealized losses on mark-to-market and hedging transactions within Deferred Credits and Other Liabilities on the 
Consolidated Balance Sheets. 

Of the balance at March 31, 2008, approximately ($1,423) million is classified as Deferred income taxes, ($16) million is classified as Investment tax credits and $23 
million is classified as Other within Current Assets on the Consolidated Balance Sheets. Of the balance at December 31, 2007, approximately ($1,409) million is classified 
as Deferred income taxes, ($16) million is classified as Investment tax credits and $24 million is classified as Other within Current Assets on the Consolidated Balance 
Sheets. 

Duke Energy Ohio is allocated its proportionate share of corporate governance and other costs by a consolidated affiliate of Duke Energy and a consolidated affiliate of 
Cinergy. Corporate governance and other shared services costs are primarily allocations of corporate costs, such as human resources, legal and accounting fees, as well as 
other third party costs. The expenses associated with certain allocated corporate governance and other service costs for Duke Energy Ohio, which are recorded in Operation, 
maintenance and other within Operating Expenses on the Consolidated Statements of Operations were $61 rniilion and $56 million for the three months ended March 31, 2008 
and 2007, respectively. 

(b) 

(c) 

(e) 
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See Note 6 for detail on expense amounts allocated from Cinergy to Duke Energy Ohio related to Duke Energy Ohio's participation in Cinergy's qualified and non-qualified 
defined benefit pension plans and post-retirement heatth care and insurance benefits Additionally, Duke Energy Ohio has been allocated accrued pension and other 
post-retirement benefit obligations from Cinergy of approximately $293 million at March 31, 2008 and approximately $266 million at December 31, 2007 These amounts have 
been classified in the Consolidated Balance Sheets as follows 

March 31, December 31, 
2008 2007 

~ (in million;) , 
- -- -- -- ;Other cunent liabiltties 

pfher deferred credits and other liabilities 
259 Accrued pension and other peret i rement benefit costs - $ 285- -- 

____-________-__.__ ~ _ _ _ ~ _ _ _ _ _ _ - ~  ___ __- 2- _____I in;_ - L- 2 
Additionally, certain trade receivables have been sold by Duke Energy Ohio to Cinergy Receivables, an unconsolidated entity formed by Cinergy The proceeds obtained 

from the sales of receivables are largely cash but do include a subordinated note from Cinergy Receivables for a portion of the plJrchaSe price. This subordinated note is 
classified by Duke Energy Ohio as Receivables in the Consolidated Balance Sheets and was approximately $175 million and $189 million as of March 31, 2008 and 
December 31, 2007, respectively. The interest income associated with Cinergy Receivables for Duke Energy Ohio, which is recorded in Other Income and Expenses, net on the 
Consolidated Statements of Operations, was approximately $8 million for the three months ended March 31,2008 and 2007. 

was in a payable position of $47 million and $189 million, respectively, classified within Notes payable in the accompanying Consolidated Balance Sheets. The expenses 
associated wifh money pool activity for Duke Energy Ohio, which are recorded in Interest Expense on the Consolidated Statements of Operations for the three months ended 
March 31, 2008 and 2007 were $ 1  million and $2 million, respectively. See Note 5 for further discussion of the money pool arrangement 

9. Risk Management Instruments 
As discussed in Note 1. on January 1, 2008, Duke Energy Ohio adopted FSP No. FIN 39-1. In accordance with FSP No. FIN 39-1, Duke Energy Ohio offsets fair value 

amounts (or amounts that approximate fair value) recognized on its Consolidated Balance Sheets related to cash collateral amounts receivable or payable against fair value 
amounts recognized for derivative instruments executed with the same counterparty under the same master netting agreement. Amounts presented in the table below exclude 
cash collateral amounts which are disclosed separately in Note 1 

Net Derivative Portfolio Assets (Liabilltles) reflected In the Consolldated Balance Sheets: (in mllllons) 

Duke Energy Ohio participates in a money pool with Duke Energy and other Duke Energy st1bsidiaries.A~ of March 31,2008 and December 31, 2007, Duke Energy Ohio 

The following table shows the carrying value of Duke Energy Ohio's derivative portfolio as of March 31, 2008, and December 31, 2007 

March 31, December 31, 
2008 2007 

N g i n g  I is I (  23m is I (2W 
LJndesignaled 46 7 

lxmiL l̂ _.-____.__l...__-__ L -..EL% P - I l?_M)i - 
The amounts in the table above represent the combination of assets and (liabilities) for unrealized gains and losses on mark-to-markel and hedging transactions on Duke 

The $39 million increase in the undesignated derivative portfolio fair value is due primarily to unrealized mark-to-market gains within Commercial Power, primarily as a 
Energy Ohio's Consolidated Balance Sheets. 

result of increasing coal prices. 
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Commodity Cash Flow Hedges. As of March 31 I 2008, approximately $38 million of the pretax unrealized net losses on derivative instruments related to commodity 
cash flow hedges included on the Consolidated Balance Sheet in Accumulated Other Comprehensive Loss (AOCI) are expected to be recognized in earnings during the next 
12 months as the hedged transactions occur. However, due to the volatility of the commodities markets, the corresponding values in AOCI will likely change prior to its 
reclassification into earnings 

No gains or losses due to hedge ineffectiveness were recorded during the three months ended March 31, 2008 or 2007. The amount recognized for transactions that no 
longer qualified as cash flow hedges was not material for either the three months ended March 31 I 2008 or March 31, 2007. 

See Note 12 for additional information related to the fair value of Duke Energy Ohio's derivative instruments. 

I O .  Regulatory Matters 
Regulatory Merger Approvals On April 3,2006, the merger between Duke Energy and Cinergy was consummated to create a newly formed company, Duke Energy 

Holding Corp. (subsequently renamed Duke Energy Corporation). As a condition to the merger approval, the PUCO, and the Kentucky Public Service Commission (KPSC) 
required that certain merger related savings be shared with consumers in Ohio and Kentucky, respectively. The commissions also required Duke Energy Ohio and Duke Energy 
Kentucky to meet additional conditions. Key elements of these conditions include: 

* The PLJCO required that Duke Energy Ohio provide (i) a rate reduction of approximately $15 million for one year to facilitate economic development in a time of 
increasing rates and market prices and (ii) a reduction of approximately $21 million to its gas and electric consumers in Ohio for one year, with both credits beginning 
January 1, 2006. During the first quarter of 2007, Duke Energy Ohio completed its merger related rate reductions and filed a report with the PUCO to terminate the 
merger credit riders. Approximately $2 million of the rate reductions was passed through to customers during the three months ended March 31, 2007. 

The KPSC required that Duke Energy Kentucky provide $8 million in rate reductions to its customers over five years, ending when new rates are established in the 
next rate case after January 1, 2008. Approximately $1 million of the rate reduction was passed through to customers during each of the three months ended 
March 31,2008 and 2007. 

* 

Franchised Electric and Gas. Rate Related Infomation. The KPSC approves rates for retail electric and gas services within the Commonwealth of Kentucky. The PUCO 
approves rates and market prices for retail gas and electric service within the state of Ohio, except that non-regulated sellers of gas and electric generation also are allowed to 
operate in Ohio (see "Commercial Power below). The FERC approves rates for electric sales to wholesale customers served under cost-based rates. 

Duke Energy Ohio Electric Rate Filings Duke Energy Ohio operates under a RSP, a MBSSO approved by the PLJCO in November 2004. In March 2005, the Office of the 
Ohio Consumers' Council (OCC) appealed the PLJCO's approval of the MBSSO to the Supreme Court of Ohio and the Court issued its decision in November 2006. It upheld 
the MBSSO in virtually every respect but remanded to the PUCO on two issues. The Court ordered the PUCO to support a certain portion of its order with reasoning and record 
evidence and to require Duke Energy Ohio to disclose certain confidential commercial agreements with other parties previously requested by the OCC. Duke Energy Ohio has 
complied with the disclosure order. 

In October 2007, the PUCO issued its ruling affirming the MBSSO, with certain modifications, and maintaining the current price The ruling provides for continuation of the 
existing rate components, including the recovery of costs related to new pollution control equipment and capacity costs associated with power purchase contracts to meet 
customer demand, but provided customers an enhanced opportunity to avoid certain pricing components if they are served by a competitive supplier. The ruling also attempted 
to modify the statutory requirement that Duke Energy Ohio transfer its generating assets to an exempt wholesale generator (EWG) and ordered Duke Energy Ohio to retain 
ownership for the remainder of the RSP period. The ruling also incorrectly implied that Duke Energy Ohio's nonresidential RTC will terminate at the end of 2008 On 
November 23, 2007, Duke Energy Ohio filed an application for rehearing on the portions of the PUCQ's ruling relating to whether certain pricing components may be avoided by 
customers. the right to transfer generating assets, and the termination date of the RTC. On December 19, 2007, the PUCO issued its Entry on Rehearing granting in part and 
denying in part Duke Energy Ohio's Application for Rehearing. Among other things, the PUCO modified and clarified the applicability of various rate riders during customer 
shopping situations. It also clarified that the residential RTC terminates at the end of 2008 and that 

The FERC approved the merger without conditions 

15 

Source. Duke Energy Ohio, In, 10-Q, May 15, 2008 



LI.___ -_-_-__." ...I...__._" I "" _..__..lll-____.._..l,~.-.--....-.. __l_l..l.. "" ~ ............................................... ~ -2 

-S 
PART I 

DUKE ENERGY OHIO, INC. 
Notes To Unaudited Consolidated Financial Statements-(Continued) 

the nonresidential RTC terminates at the end of 2010 and agreed to give further consideration to whether Duke Energy Ohio may transfer its generating assets to an EWG 

Energy Ohio's RSP. The October 2007 order permits non-residential customers to avoid certain charges associated with the costs of Duke Energy Ohio standing ready to serve 
such customers if they return after being served by another supplier, Duke Energy Ohio believes the PUCO exceeded its authority in modifying the charges that may be 
avoided, resuiting in Duke Energy Ohio having to subsidize Ohio's competitive electric market. Duke Energy Ohio has asked the Supreme Court to reverse the PUCO ruling 
and require that non-residential customers pay the charges associated with Duke Energy Ohio standing ready to serve them should they return from a competitive supplier On 
March 28, 2008, Duke Energy Ohio voluntarily withdrew its appeal. The OCC filed a notice of appeal challenging the PUCOs October 2007 decision as unlawful and 
unreasonable. The OCC and Ohio Partners for Affordable Energy (OPAE) also filed appeals from the PUCO's November 20, 2007 order approving Duke Energy Ohio's 
MBSSO riders. Duke Energy Ohio has intervened in each appeal. Pending the Ohio Supreme Court's consideration of its initial appeal, the OCC has requested that the PUCO 
stay implementation of the Infrastructure Maintenance Fund charge to be collected from customers approved in the October 2007 order On April 14, 2008, Duke Energy Ohio 
filed a motion to intervene in OCC's appeal and on April 30, 2008, the Ohio Supreme Court granted such motion to intervene At this time, Duke Energy Ohio cannot predict 
whether the Ohio Supreme Court will reverse the PUCO's decision or whether the PUCO will grant the OCC's request for a stay Additionally, Duke Energy Ohio cannot predict 
the outcome of the MBSSO rider appeal; however, Duke Energy Ohio does not anticipate the resolution of this matter will have a material impact on its results of operations, 
cash flows or financial position. 

In August 2006, Duke Energy Ohio filed an application with the PUCO to amend its MBSSO through 2010. The proposal provides for continued electric system reliability, a 
simplified market price structure and clear price signals for customers, while helping to maintain a stable revenue stream for Duke Energy Ohio On November 30, 2007, due to 
new legislation pending in the Ohio General Assembly regarding the pricing of competitive retail generation services, Duke Energy Ohio requested PUCO approval, which the 
PUCO granted, to withdraw the Duke Energy Ohio application to amend its MBSSO New legislation (SB 221) was passed on April 23, 2008 and signed by the Governor of 
Ohio on May 1, 2008. The new law codifies the PUCO's authority to approve an electric utility's standard service offer through an electric security plan (ESP), which would allow 
for pricing structures similar to the current MBSSO. Electric utilities are required to file an ESP and may also file an application for a market rate option at the same time. The 
market rate option is a price determined through a competitive bidding process. If a market rate option price is approved, the utility would blend in the MBSSO or ESP price with 
the market rate option price over a two- to ten-year period, subject to the PUCO's discretion. SB 221 provides for the PUCO to approve non-by-passable charges for new 
generation, including construction work-in-process (CWIP) from the outset of construction, as part of an ESP The new law grants the PUCO discretion to approve single issue 
rate adjustments to distribution and transmission rates and establishes new alternative energy resources portfolio standards, such that the utility's portfolio must consist of at 
least 25% of these resources by 2025. SB 221 also provides a separate requirement for energy efficiency, which must reduce 22% of the utility's load by 2025. The utility's 
earnings under the ESP are subject to an annual earnings test and the PCJCO must order a refund if it finds that the utility's earnings significantly exceed the earnings of 
benchmark companies with similar business and financial risks. The earnings test acts as a cap to the ESP price SB 221 also limits the ability of a utility to transfer its 
dedicated generating assets to an EWG absent PUCO approval Duke Energy Ohio plans to file a new generation pricing formula before the MBSSO expires. 

RSP is scheduled to expire. The plan will also provide for pricing for the advanced energy, renewables and energy efficiency portfolio standards that Duke Energy Ohio is 
required to meet under SB 221. Duke Energy Ohio expects to make the filing on or shortly after the effective date of the new legislation. At this time, Duke Energy Ohio cannot 
predict the outcome of this proceeding. 

sought an increase of approximately $34 million in revenue, or approximately 5 7%, to be effective in the spring of 2008 The application also requests approval to continue 
tracker recovery of costs associated with an accelerated gas main replacement program. The PUCO accepted the application for filing in September 2007. The staff of the 
PUCO issued a Staff Report in December 2007 recommending an increase of approximately $14 million to $20 million in revenue. The Staff Report also recommended 
approval for Duke Energy Ohio to continue tracker recovery of costs associated with an accelerated gas main replacement program. On February 28, 2008, Duke Energy Ohio 
reached a settlement agreement with the PUCO Staff and all of the intervening parties on its 

On February 15, 2008, Duke Energy Ohio filed a notice of appeal with the Ohio Supreme Court challenging a portion of the PUCO's decision on remand regarding Duke 

Duke Energy Ohio is currently preparing an ESP filing under SB 221. This filing will address pricing for generation service beginning January 1, 2009, when the current 

Duke Energy Ohio Gas Rafe Case. In July 2007, Duke Energy Ohio filed an application with the PUCO for an increase in its base rates for gas service. Duke Energy Ohio 
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request for an increase in natural gas base rates. The settlement calls for an annual revenue increase of approximately $18 million in base revenue, or 3 percent over current 
revenue, and permits continued recovery of costs through 2018 for Duke Energy Ohio's accelerated gas main replacement program and permits recovery of carrying costs on 
gas stored underground via its monthly gas cost adjustment filing. The settlement is subject to the review and approval of the PUCO. An order is expected in the second quarter 
Of 2008" 

Duke Energy Kentucky Gas Rate Cases. In 2002, the KPSC approved Duke Energy Kentucky's gas base rate case which included, among other things, recovery of costs 
associated with an accelerated gas main replacement program. The approval authorized a tracking mechanism to recover certain costs including depreciation and a rate of 
return on the program's capital expenditures. The Kentucky Attorney General appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism as well as 
the KPSC's subsequent approval of annual rate adjustments under this tracking mechanism. In 2005, both Duke Energy Kentucky and the KPSC requested that the court 
dismiss these cases. 

In February 2005, Duke Energy Kentucky filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism and for a $14 million annual 
increase in base rates. A portion of the increase is attributable to recovery of the current cost of the accelerated gas main replacement program in base rates. In December 
2005, the KPSC approved an annual rate increase of $8 million and re-approved the tracking mechanism through 201 1. In February 2006, the Kentucky Attorney General 
appealed the KPSC's order to the Franklin Circuit Court, claiming that the order improperly allows Duke Energy Kentucky to increase its rates for gas main replacement costs in 
between general rate cases, and also claiming that the order improperly allows Duke Energy Kentucky to earn a return on investment for the costs recovered under the tracking 
mechanism which permits Duke Energy Kentucky to recover its gas main replacement costs. 

In August 2007, the Franklin Circuit Court consolidated all the pending appeals and ruled that the KPSC lacks legal authority to approve the gas main replacement 
tracking mechanism, and any other annual rate adjustments under the tracking mechanism To date, Duke Energy Kentucky has collected approximately $9 million in annual 
rate adjustments under the tracking mechanism. Duke Energy Kentucky and the KPSC have appealed these cases to the Kentucky Court of Appeals and Duke Energy 
Kentucky continues to utilize tracking mechanisms in its billed rates to customers At this time, Duke Energy Kentucky cannot predict the outcome of these proceedings. 

Energy Efficiency On July 11.2007, the PUCO approved Duke Energy Ohio's Demand Side Management1 Energy Efficiency Program (DSM Program) The DSM 
Program consists of ten residential and two commercial programs. Implementation of the programs has begun. The programs were first proposed in 2006 and were endorsed 
by the Duke Energy Community Partnership, which is a collaborative group made up of representatives of organizations interested in energy conservation, efficiency and 
assistance to low-income customers. The programs costs will be recouped through a cost recovery mechanism that will be adjusted annually to reflect the previous year's 
activity. Duke Energy Ohio is permitted to recover lost revenues, program costs and shared savings (once the programs reach 65% of the targeted savings level) through the 
cost recovery mechanism based upon impact studies to be provided to the Staff of the PIJCO. 

On November 15, 2007, Duke Energy Kentucky filed its annual application to continue existing energy efficiency programs, consisting of nine residential and two 
commercial and industrial programs, and to true-up its gas and electric tracking mechanism for recovery of lost revenues, program costs and shared savings. On February 11, 
2008, Duke Energy Kentucky filed a motion to amend its energy efficiency programs and applied to reinstitute a low income Home Energy Assistance Program. An order on 
both applications is expected in the second quarter of 2008 

Other. In April 2005, the PUCO issued an order opening a statewide investigation into riser leaks in gas pipeline systems throughout Ohio The investigation followed four 
explosions since 2000 caused by gas riser leaks, including an April 2000 explosion in Duke Energy Ohio's service area. In November 2006, the PUCO Staff released an expert 
report, which concluded that certain types of risers are prone to leaks under various conditions, including over-tightening during initial installation The PUCO Staff 
recommended that natural gas companies continue to monitor the situation and study the cause of any further riser leaks to determine whether further remedial action is 
warranted. Duke Energy Ohio has approximately 87,000 of these risers on its distribution system. If the PUCO orders natural gas companies to replace all of these risers, Duke 
Energy Ohio estimates a replacement cost of approximately $40 million. As part of the rate case filed in July 2007 (see "Duke Energy Ohio Gas Rate Case" above), Duke 
Energy Ohio requested approval from the PUCO to accelerate its riser replacement program. The riser replacement program is contained in the settlement reached with all 
interveners and will be completed at the end of 2012. 
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In December 2005, the PUCO initiated an investigation into implementing certain provisions of the Energy Policy Act of 2005, including whether to adopt a statewide 
standard for implementing smart metering After an investigation, the PUCO issued a March 2007 order requiring all electric utilities to offer tariffs to all customer classes which 
are differentiated, at a minimum, based on on-peak and off-peak wholesale price periods. The PUCO noted that time-of-use meters should be available for customers 
subscribing to these tariffs. The order instructed PUCO Staff to conduct workshop meetings to study the costs/benefits of deploying smart metering. These workshop meetings 
are in progress. At this time, Duke Energy Ohio cannot predict the outcome of this proceeding. 

FERC 203 Application. On April 23, 2008, Duke Energy Ohio and certain affiliates filed an application with the FERC requesting approval to transfer Duke Energy Ohio's 
electric generating facilities, some of which are designated to serve Ohio customers, to affiliate companies. The transaction may also entail the transfer of certain liabilities and 
debt. The affiliate companies would be consolidated by Duke Energy, but may not be consolidated by Duke Energy Ohio. The FERC filing does not obligate Duke Energy to 
make the transfer of the electric generating facilities, and management is in the process of evaluating the potential transfer. Management believes the proposed asset transfer 
could provide greater financial flexibility for the assets. The asset transfer complies with Duke Energy Ohio's Corporate Separation Plan that was amended by the PUCO in 
2007. The PUCO has requested that FERC not rule on the matter until after January 1, 2009. As previously discussed, SB 221 limits the ability of a utility to transfer its 
designated generating assets to an EWG absent PUCO approval. The filing does not impact Duke Energy Ohio's current rates. 

Midwest Independent Transmission System Operator, lnc. (Midwest /SO) Resource Adequacy Filing On December 28, 2007, the Midwest IS0 filed its "Electric Tariff 
Filing Regarding Resource Adequacy" in compliance with the FERC's request that Midwest IS0 file Phase II of its long-term Resource Adequacy plan by December 2007. The 
proposal establishes a resource adequacy requirement in the form of planning reserve margin. On March 26, 2008, the FERC ruled on the Midwest ISQ's Resource Adequacy 
filing and ordered that the new tariff be effective March 27, 2008. This action established a Midwest ISO-wide resource adequacy requirement for the first Planning Year. In the 
Order, the FERC clarified that States have the authority to set their own planning reserve margins, as long as they are consistent with any FERC-approved reliability standard. 
The FERC also rejected the use of power purchase agreements or seller's choice contracts as capacity resources if the contracts do not specify resources. Duke Energy Ohio 
does not believe the Midwest IS0 resource adequacy requirement will have a material impact on its consolidated results of operations, cash flows, or financial position. 

day-ahead and real-time ancillary services market (ASM), including a scarcity pricing proposal The FERC's conditional approval is based upon "cost benefits" verification. By 
approving the ASM proposal, the FERC essentially approved the transfer to, and consolidation of, balancing authority responsibility in the Midwest IS0  so that it will become the 
North American Electric Reliability Council-certified Balancing Authority for the entire Midwest IS0 area. This transfer will allow the Midwest IS0 to determine operating reserve 
requirements and procure operating reserves from all qualified resources from an organized market, in place of the current system of local management and procurement of 
reserves by the 24 balancing authorities. On March 21, 2008, Midwest I S 0  informed the FERC that it was delaying the ASM launch date until September 9, 2008. At this time, 
Duke Energy Ohio does not believe the establishment of the Midwest Ancillary Services Market will have a material impact on its consolidated results of operations, cash flows, 
or financial position. 

Commercial Power. Reported results for Commercial Power are subject to volatility due to the over- or under-collection of certain costs, including fuel and purchased 
power, since Commercial Power is not subject to regulatory accounting pursuant to SFAS No. 71, In addition, Commercial Power could be impacted by certain of the regulatory 
matters discussed above, including the Duke Energy Ohio electric rate filings. 

Midwest I S 0 3  Establishment of an Ancillary Services Market On February 25, 2008, the FERC conditionally accepted the Midwest IS0  proposal to implement a 

11. Commitments and Contingencies 

Environmental 

These regulations can be changed from time to time, imposing new obligations on Duke Energy Ohio. 

that are part of ongoing Duke Energy Ohio operations, sites formerly owned or used by Duke 

Duke Energy Ohio is subject to federal, state and local regulations regarding air and water quality, hazardous and solid waste disposal and other environmental matters. 

Remediation activities Ouke Energy Ohio and its affiliates are responsible for environmental remediation at various contaminated sites. These include some properties 
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Energy Ohio entities, and sites owned by third parties. Remediation typically involves management of contaminated soils and may involve groundwater remediation. Managed 
in conjunction with relevant federal, state and local agencies, activities vary with site conditions and locations, remedial requirements, complexity and sharing of responsibility. If 
remediation activities involve statutory joint and several liability provisions, strict liability, or cost recovery or contribution actions, Duke Energy Ohio or its affiliates could 
potentially be held responsible for contamination caused by other parties In some instances, Duke Energy Ohio may share liability associated with contamination with other 
potentially responsible parties, and may also benefit from insurance policies or contractual indemnities that cover some or all cleanup costs. All of these sites generally are 
managed in the normal course of business or affiliate operations. Duke Energy Ohio believes that completion or resolution of these matters will have no material adverse effect 
on its consolidated results of operations, cash flows or financial position. 

Clean WaferAcf 3 16(bJ. The US.  Environmental Protection Agency (EPA) finalized its cooling water intake structures rule in July 2004. The rule established aquatic 
protection requirements for existing facilities that withdraw 50 million gallons or more of water per day from rivers, streams, lakes, reservoirs, estuaries, oceans, or other U.S. 
waters for cooling purposes. Three of six coal-fired generating facilities in which Duke Energy Ohio is either a whole or partial owner are affected sources under that nile. On 
January 25, 2007, the US. Court of Appeals for the Second Circuit issued its opinion in Riverkeeper, lnc II €PA. Nos 04-6692-ag(L) et al (2d Cir. 2007) remanding most 
aspects of the EPA's rule back to the agency. The court effectively disallowed those portions of the rule most favorable to industry, and the decision creates a great deal of 
uncertainty regarding future requirements and their timing. Duke Energy Ohio is still unable to estimate costs to comply with the EPA's rule, although it is expected that costs 
will increase as a result of the court's decision. The magnitude of any such increase cannot be estimated at this time On April 14, 2008, the US. Supreme Court issued an 
order ranting review of the case. A decision is not likely until 2009 afier briefs are submitted and oral argument occurs. 

&an A,r interstate Rule (CAR). The EPA finalized its,CAIR in Ma 2005. The CAIR limits total annual and summertime nitrogen oxides (NOx) emissions and annual 
sulfur dioxide (SOz) emissions from electric enerating facilities across !he Eastem U.S. through a two-phased cap-and-trade pro ram Phase 1 be ins in 2009 for NOx and in 
2010 for SOz. Phase 2 be ins in 2015 for boyh NOx and SOz. Duke Energy,Ohio currently estimates that it will spend approximatiy $150 million beyween 2008 and 2012 to 
comply with Phase 1 of CW!R at plants that Duke Ener y Ohio owns or partia!ly owns but does not operate.,Duke Energy Ohio currently estimates that it will not incur any 
significant costs for corn lyin with Phase 2 of CAIR. 8uke Energy Ohio receives parttal recovery of depreciation and financing costs related to environmental compliance 
projects for 2005-2008 t k u &  its RSP (see Note 10). 

On March 25, 2008, the U.S Court of A peals for the District of Columbia heard oral ar uments in a case involvin,g,multiple challenges to the CAIR. Nearly all aspects of 
the rule were challenged but Duke Ener y ci?allenged only the portions pertaining to SO2 al%wance allocations A decision is expected in the summer of 2008. The outcome 
and any resulting consequences cannot %e estimated at this time 

Clean Air Mercury Rule (CAMR). The EPA finalized its CAMR in May 2005. The CAMR was to have limited total annual mercury emissions from coal-fired power plants 
across the US.  through a two-phased cap-and-trade program beginning in 2010. On February 8, 2008 the US.  Court of Appeals for the District of Columbia issued its opinion 
in New Jersey II €PA, No. 05-1097, vacating the CAMR The decision creates uncertainty regarding future mercury emission reduction requirements and their timing The EPA 
and utilities have requested rehearing of the D.C. Circuit Court decision by the entire D.C. Circuit panel (en banc review). The court has ordered briefing on whether it should 
accept the case for en banc review. Thus, the matter remains unsettled until the court decides whether to rehear the case. Barring reversal of the decision if reheard, there will 
be a delay in the implementation of federal mercury requirements for existing coal-fired power plants while the EPA conducts a new rulemaking Duke Energy Ohio is unable to 
estimate the costs to comply with a new EPA rule, although it is expected that costs will increase as a result of the court's decision. 

Coal Combustion Producf (CCP) Managemenf Duke Energy Ohio currently estimates that it will spend approximately $95 million over the period 2008-2012 to install 
synthetic caps and liners at existing and new CCP landfills and to convert CCP handling systems from wet to dry systems. 

Exfended Environmental Activities and Accruals. Included in Other within Deferred Credits and Other Liabilities on the Consolidated Balance Sheets were total accruals 
related to extended environmental-related activities of approximately $8 million as of March 31, 2008 and December 31, 2007, respectively. These accruals represent Duke 
Energy Ohio's provisions for costs associated with remediation 
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activities at some of its current and former sites, as well as other relevant environmental contingent liabilities Duke Energy Ohio believes that completion or resolution of these 
matters will have no material impact on its consolidated results of operations, cash flows or financial position. 

Litigation 
New Source Review (NSRJ. In 1999-2000 the U.S. Department of Justice actin on behalf of the EPA filed a number of complaints and notices of violation against 

multi le utilities across the country for alleged dolations of the NSR rovisions of theglean Air Act CAA Generally the government alleges that projects performed at various 
coal-[red units were ma'or modifications, as defined in the CAA, and;hat the utilities violated the CkA wten they unbertook those,projects without obtaining emits and 
installing the best available emission controls for SOz, NOx and, particu!ate,matter. The complaints seek injunctive relief to. re uire installation of ollution con!ol technolog on 
various allegedly violating generating units and unspecified civil penalties in amounts of u to $27,500 per da for each violavion. Two of Duke Energy ,Ohio's plants have ieen 
subject to these allegations. Duke Energy bhio asserts that there were no CAA violations kecause the applicahe regulations do not require permitting in cases where the 
projects undertaken are "routine" or otherwise do not result in a net increase in emissions. 

the CAA at Duke Energy Ohio's Beckjord and Miami Fort Stations. The lawsuit alleges that Duke Energy Ohio violated the CAA by not obtaining Prevention of Significant 
Deterioration, Non-Attainment New Source Review and Ohio's State Implementation Plan (SIP) permits. Additionally, the suit claims that Duke Energy Ohio violated an 
Administrative Consent Order entered into in 1998 between the EPA and Cinergy relating to alleged violations of Ohio's SIP provisions governing particulate matter at Duke 
Energy Ohio's Beckjord Station. Three northeast states and two environmental groups have intervened in the case In June 2007, the trial court ruled, as a matter of law, that 
certain of the projects do not qualify for the "routine" exception in the regulations. The court ruled further that the defendants had "fair notice" of the EPA's interpretation of the 
applicable regulations. Duke Energy Ohio is arguing at trial that all of the projects were not reasonably expected to cause an increase in annual emissions and that certain of 
the projects are also exempt from the statute because they were "routine." A jury trial commenced on May 5, 2008. 

CAA requirements at a station operated by DPBL and jointly-owned by DPBL, Columbus Southem Power Company (CSP). and Duke Energy Ohio. The NOV indicated the EPA 
may issue an order requiring compliance with the requirements of the Ohio SIP, or bring a civil action seeking injunctive relief and civil penalties of up to $27,500 per day for 
each violation. In September 2004, Marilyn Wall and the Sierra Club brought a lawsuit against Duke Energy Ohio, DPBL and CSP for alleged violations of the CAA at this same 
generating station On December 14, 2007, the Court ordered a stay of the litigation pending settlement negotiations among the parties. That stay is set to expire on May 15, 
2008. Trial is currently scheduled to commence in August 2008. 

It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if any, that Duke Energy Ohio might incur in 
connection with these matters Ultimate resolution of these matters, even in settlement, could have a material adverse effect on Duke Energy Ohio's consolidated results of 
operations, cash flows or financial position. However, Duke Energy Ohio will pursue appropriate regulatory treatment for any costs incurred in connection with such resolution. 

Section 126 Petitions In March 2004. the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that sources in 13 upwind states, 
including Ohio, significantly contribute to North Carolina's non-attainment with certain ambient air quality standards In August 2005, the EPA issued a proposed response to the 
petition. The EPA proposed to deny the ozone portion of the petition based upon a lack of contribution to air quality by the named states. The EPA also proposed to deny the 
particulate matter portion of the petition based upon the CAlR Federal Implementation Plan (FIP), that would address the air quality concerns from neighboring states. On 
April 28 2006 the EPA denied North Carolina's etition based u on the final CAlR FIP described above. North Carolina has filed a le al challen e to the EPA's denial. 

Carbon bioxide, COz) Lili abon In July 2094 the states o?Connecticut New York California Iowa New Jerse Rhode Island Q/ermont disconsin and the City of New 
York brought a lawsufin the U.% Disirict Court for'the Southern District of New York against Cinergy, American, Elect$ Power Company, lnc. 'American Electric Power 
Service Corporation, The Southern Company, Tennessee Valley Authority, and Xcel Energy Inc. A similar lawsuit was filed in the US. District cou? for the Southem District of 
New York against the same companies by Open Space Institute, Inc , Open Space Conservancy, Inc., and The Audubon Society of New Hampshire. These 

In November 1999, the U S. brought a lawsuit in the US.  Federal District Court for the Southern District of Indiana against Duke Energy Ohio alleging various violations of 

Duke Energy Ohio has been informed by Dayton Power and Light (DPBL) that in June 2000, the EPA issued a Notice of Violation (NOV) to DPBL for alleged violations of 

Saurce: Duke Energy Ohia, In, 10-Q, May 15, 2008 
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lawsuits allege that the defendants' emissions of COz from the combustion of fossil fuels at electric generating facilities contribute to global warmin and amount to a public 
nuisance The complaints also alle e that the defendants could enerate the same amount of electricity while emitting significantly less CQz. The yaintiffs are seeking an 
injunction requiring each defendanfto cap, its,COa emissions an% then reduce them by a s ecified percentage each year for at least a decade. In geptember 2005, the District 
Court granted thqdefendants' motion to dismiss the lawsuit. The plaintiffs have appealed tgis ruling to the Second Circui! Court of Appeals. Oral arguments were held before, 
the Second Circuit Court of Appeals on June 7, 2006. It ,is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the damages, if 
any, that Duke Energy Ohio might incur in connection with this matter 

Zimmer Generating Station (Zimmer Station) Lawsuit In November 2004, a citizen of the Village of Moscow, Ohio, the town adjacent to Duke Energy Ohio's Zimmer 
Station. brought a purported class action in the U S District Court for the Southem District of Ohio seeking monetary damages and injunctive relief against Duke Energy Ohio 
for alleged violations of the CAA. the Ohio SIP, and Ohio laws against nuisance and common law nuisance The plaintiffs have filed a number of additional notices of intent to 
sue and two lawsuits raising claims similar to those in the original claim. One lawsuit was dismissed on procedural grounds, and the remaining two have been consolidated. On 
December 28, 2006, the District Court certified this case as a class action Discovery in the case continues. At this time, Duke Energy Ohio cannot predict whether the outcome 
of this matter will have a material impact on its consolidated financial position, cash flows or results of operations Duke Energy Ohio intends to defend this lawsuit vigorously in 
court. 

Hurricane Katrina Lawsuit In April 2006, Cinergy was named in the third amended complaint of a purported class action lawsuit filed in the U S. District Court for the 
Southem District of Mississippi. Plaintiffs claim that Cinergy, along with numerous other utilities, oil companies, coal companies and chemical companies, are liable for 
damages relating to losses suffered by victims of Hurricane Katrina. Plaintiffs claim that defendants' greenhouse gas emissions contributed to the frequency and intensity of 
storms such as Hurricane Katrina. In October 2006, Cinergy was served with this lawsuit. On August 30, 2007, the court dismissed the case. The plaintiffs have filed their 
appeal to the Fiflh Circuit Court of Appeals. Briefing is ongoing in the Fifth Circuit. It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to 
estimate the damages, if any, that Duke Energy Ohio might incur in connection with this matter. 

the Southern District of Ohio Plaintiffs allege that Duke Energy Ohio (then The Cincinnati Gas & Electric Company (CG&E)), conspired to provide inequitable and unfair price 
advantages for certain large business consumers by entering into non-public option agreements with such consumers in exchange for their withdrawal of challenges to Duke 
Energy Ohio's (then CG&Es) pending RSP, which was implemented in early 2005. Duke Energy Ohio strongly denies the allegations made in the lawsuit and on March 21, 
2008, Duke Energy Ohio filed a motion to dismiss plaintiffs' claims. It is not possible to predict with certainty whether Duke Energy Ohio will incur any liability or to estimate the 
damages, if any, that Duke Energy Ohio might incur in connection with this matter 

Asbestos-related Injuries and Damages Claims Duke Energy Ohio has been named as a defendant or co-defendant in lawsuits related to asbestos at its electric 
generating stations. The impact on Duke Energy Ohio's consolidated results of operations. cash flows, or financial position of these cases to date has not been material Based 
on estimates under varying assumptions concerning uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos during construction or 
maintenance of Duke Energy Ohio's generating plants; (ii) the possible incidence of various illnesses among exposed workers, and (iii) the potential settlement costs without 
federal or other legislation that addresses asbestos tort actions, Duke Energy Ohio estimates that the range of reasonably possible exposure in existing and future suits over 
the foreseeable future is not material. This estimated range of exposure may change as additional settlements occur and claims are made and more case law is established. 

Other Litigation and Legal Proceedings Duke Energy Ohio and its subsidiaries are involved in other legal, tax and regulatory proceedings arising in the ordinary course of 
business, some of which involve substantial amounts. Duke Energy Ohio believes that the final disposition of these proceedings will not have a material adverse effect on its 
consolidated results of operations, cash flows or financial position 

Duke Energy Ohio has exposure to certain legal matters that are described herein. As of March 31,2008 and December 31, 2007, Duke Energy Ohio has recorded 
immaterial reserves for these proceedings and exposures. Duke Energy Ohio expenses legal costs related to the defense of loss contingencies as incurred. 

Ohio Antitrust Lawsuit In January 2008, four plaintiffs, including individual, industrial and non-profit customers, filed a lawsuit against Duke Energy Ohio in federal court in 
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Other. Duke Energy Ohio enters into various fixed-price, non-cancelable commitments to purchase or sell power (tolling arrangements or power purchase contracts) that 
may or may not be recognized on the Consolidated Balance Sheets 

12. Fair Value of Financial Assets and Liabilities 

limited to financial instruments and to non-financial derivatives as, in February 2008, the FASB issued FSP No. 157-2, which delayed the effective date of SFAS No. 157 for one 
year for nonfinancial assets and liabilities. except for items that are recognized or disclosed at fair value in the financial statements on a recurring basis. There was no 
cumulative effect adjustment to retained earnings for Duke Energy Ohio as a resun of the adoption of SFAS No. 157. 

SFAS No. 157 defines fair value, establishes a framework for measuring fair value in GAAP and expands disclosure requirements about fair value measurements. Under 
SFAS No. 157. fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or transfer a liability at the measurement 
date. The fair value definition under SFAS No. 157 fociises on an exit price, which is the price that would be received by Duke Energy Ohio to sell an asset or paid to transfer a 
liability versus an entry price, which would be the price paid to acquire an asset or received to assume a liability. Although SFAS No. 157 does not require additional fair value 
measurements, it applies to other accounting pronouncements that require or permit fair value measurements. 

Duke Energy Ohio determines fair value of financial assets and liabilities based on the following fair value hierarchy, as prescribed by SFAS No 157. which prioritizes the 
inputs to valuation techniques used to measure fair value into three levels: 

Level 1 Inputs -unadjusted quoted prices in active markets for identical assets or liabilities that Duke Energy Ohio has the ability to access. An active market for the 
asset or liability is one in which transactions for the asset or liability occur with sufficient frequency and volume to provide ongoing pricing information. Duke Energy Ohio does 
not adjust quoted market prices on Level 1 inputs for any blockage factor. 

Level 2 inputs - inputs other than quoted market prices included in Level 1 that are observable, either directly or indirectly, for the asset or liability. Level 2 inputs include, 
but are not limited to, quoted prices for similar assets or liabilities in an active market, quoted prices for identical or similar assets or liabilities in markets that are not active and 
inputs other than quoted market prices that are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly quoted intervals, 
volatilities, credit risk and default rates. 

Level 3 inputs - unobservable inputs for the asset or liability. 
In February 2007, the FASB issued SFAS No 159, "The Fair Value Option for Financial Assets and Financial Liabilities-including an amendment of FASB Statement 

No 115' (SFAS No. 159), which permits entities to elect to measure many financial instruments and certain other items at fair value. For Duke Energy Ohio, SFAS No 159 was 
effective as of January 1,2008 and had no impact on amounts presented for periods prior to the effective date. Duke Energy Ohio does not currently have any financial assets 
or financial liabilities for which the provisions of SFAS No. 159 have been elected. However, in the future, Duke Energy Ohio may elect to measure certain financial instruments 
at fair value in accordance with this standard. 

On January 1, 2008, Duke Energy Ohio adopted SFAS No. 157, "Fair Value Measurements" (SFAS No. 157). Duke Energy Ohio's adoption of SFAS No. 157 is currently 
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The following table provides the fair value measurement amounts for assets and liabilities recorded on Duke Energy Ohio's Consolidated Balance Sheets at fair value at 
March 31, 2008: 

Total Fair Value 
Amounts at 

March 31,2008 Level 1 - Level 2 - Level 3 - 
(in millions) 

Pescrlption I / I /  I l l  I l l  
Derivative assets 126 $ 51 $ - -  $ 75 
perivative liabilities I I 103 c l i  8 1 3 1  8 j10q 

The following table provides a reconciliation of beginning and ending balances of assets measured at fair value on a recurring basis where the determination of fair value 
includes significant unobservable inputs (Level 3): 

Rollforward of Level 3 Measurements 

Derivatives (net) 

Revenue, non-regulated I - I 3  - 1 
re-tax amounts included in the Consolldated Statements of Dperatlons related to Level 3 
measurements outstanding at March 31, 2008 

rota1 I P 1 11 1 

The valuation method of the primary fair value measurements disclosed above are as follows: 
Commodity derlvatives: The pricing for commodity derivatives is primarily a calculated value which incorporates the forward price and is adjusted for liquidity (bid-ask 

spread), credit or non-performance risk (after reflecting credit enhancements such as collateral) and discounted to present value The primary difference between a Level 2 and 
a Level 3 measurement has to do with the level of activity in forward markets for the commodity. If the market is relatively inactive. the measurement is deemed to be a Level 3 
measurement. Some commodity derivatives are NYMEX contracts, which Duke Energy Ohio classifies as Level 1 measurements. 

13. New Accounting Standards 

presented in the accompanying Consolidated Financial Statements: 
The following new accounting standards were adopted by Duke Energy Ohio subsequent to March 31, 2007 and the impact of such adoption, if applicable, has been 

SFAS No. 157. Refer to Note 12 for a discussion of Duke Energy Ohio's adoption of SFAS No. 157. 
SFAS No. 159. Referto Note 12 for a discussion of Duke Energy Ohio's adoption of SFAS No. 159. 
FSPNo FIN 39-1. Refer to Note 1 for a discussion of Duke Energy Ohio's adoption of FSP No. FIN 39-1. 
The following new accounting standards have been issued, but have not yet been adopted by Duke Energy Ohio as of March 31,2008: 
SFAS No 141 (revised2007). '"Business Combinafions"(SFAS No. f4 fR)  In December 2007. the FASB issued SFAS No. 141R, which replaces SFAS No. 141, 

"Business Combinations." SFAS No. 141R retains the fundamental requirements in SFAS No. 141 that the acquisition method of accounting be used for all business 
combinations and that an acquirer be identified for each business combination. This statement also establishes principles and requirements for how an acquirer recognizes and 
measures in its financial statements the identifiable assets acquired, the liabilities assumed, any noncontrolling (minority) interests in an acquiree. and any goodwill acquired in 
a business combination or gain recognized from a bargain purchase. For Duke Energy Ohio, SFAS No. 141R must be applied prospectively 
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to business combinations for which the acquisition date occurs on or after January 1,  2009. The impact to Duke Energy Ohio of applying SFAS No. 141R for periods 
subsequent to implementation will be dependent upon the nature of any transactions within the scope of SFAS No. 141R. 

SFAS No. 161, "Disclosures about Derivative lnstrurnents and Hedging Activities-an amendment to FASB Statement No 133" (SFAS No. /61) In March 2008, the FASB 
issued SFAS No. 161, which amends and expands the disclosure requirements for derivative instruments and hedging activities prescribed by SFAS No. 133. "Accounting for 
Derivative Instruments and Hedging Activities." SFAS No. 161 requires qualitative disclosures about objectives and strategies for using derivatives, quantitative disclosures 
about fair value amounts of and gains and losses on derivative instruments, and disclosures about credit-risk-related contingent features in derivative agreements. Duke Energy 
Ohio will adopt SFAS No. 161 as of January 1, 2009 and SFAS No. 161 encourages, but does not require, comparative disclosure for earlier periods at initial adoption The 
adoption of SFAS No. 161 will not have any impact on Duke Energy Ohio's consolidated results of operations, cash flows or financial position. 

14. Income Taxes and Other Taxes 

Duke Energy, where the separate return method is used to allocate tax expenses and benefits to the subsidiaries whose investments or results of operations provide these tax 
expenses and benefits. The accounting for income taxes essentially represents the income taxes that Duke Energy Ohio would incur if Duke Energy Ohio were a separate 
company filing its own tax return as a C-Corporation. 

recognized, would affect the effective tax rate. Additionally, at March 31, 2008, Duke Energy Ohio has approximately $7 million of unrecognized tax benefits related to 
pre-merger tax positions that, if recognized, would affect goodwill. It is reasonably possible that Duke Energy Ohio will reflect an approximate $35 million reduction in 
unrecognized tax benefits within the next twelve months due to expected settlements. 

During the three months ended March 31, 2008, Duke Energy Ohio recognized net interest expense of approximately $1 million in the Consolidated Statements of 
Operations related to income taxes. At March 31, 2008, Duke Energy Ohio had approximately $7 million of interest payable, which reflects all interest related to income taxes, 
and no amount has been accrued for the payment of penalties in the Consolidated Balance Sheets. 

Duke Energy Ohio has the following tax years open: 

The taxable income of Duke Energy Ohio is reflected in Duke Energy's 1J.S. federal and state income tax returns. Duke Energy Ohio has a tax sharing agreement with 

At March 31, 2008, Duke Energy Ohio has approximately $46 million recorded for unrecognized tax benefits and no portion of the total unrecognized tax benefits that, if 

Jurisdictioa Jax Yeaq  
Federal 2000 and after 
State Closed through 2001, with the exception of any adjustments related to open federal years 

Excise Taxes. Certain excise taxes levied by state or local governments are collected by Duke Energy Ohio from its customers. These taxes, which are required to be 
paid regardless of Duke Energy Ohio's ability to collect from the customer, are accounted for on a gross basis When Duke Energy Ohio acts as an agent, and the tax is not 
required to be remitted if it is not collected from the customer, the taxes are accounted for on a net basis Duke Energy Ohio's excise taxes accounted for on a gross basis and 
recorded as Operating Revenues in the accompanying Consolidated Statements of Operations for the three months ended March 31, 2008 and 2007 were as follows: 

Three Months 
Ended Ended 

March 31,2008 March 31, 2007 

(in millions) 

Three Months 

Fxcise Taxes _______-_-___-____ ~ ___ - I__ _ _  I_. . _________.___ P I 34 - ____.___e 13 

15. Subsequent Events 
For information on subsequent events related to debt and credit facilities, regulatory matters and commitments and contingencies, see Notes 5, 10 and 11, respectively 
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PART I 

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations. 

INTRODUCTION 

EXECUTIVE OVERVIEW 
Management's Discussion and Analysis should be read in conjunction with the Consolidated Financial Statements. 
Duke Energy Ohio, Inc (Duke Energy Ohio), is a wholly-owned subsidiary of Duke Energy Corp. (Duke Energy). Duke Energy Ohio's principal lines of business include 

generation, transmission and distribution of electricity, the sale of andlor transportation of natural gas, and energy marketing. 

BASIS OF PRESENTATION 

1 C-Q 

RESULTS OF OPERATIONS 
Results of Operations and Variances 
Summary of Results (in milllons) 

The resuns of operations and variance discussion for Duke Energy Ohio is presented in a reduced disclosure format in accordance with General Instructions H(2) of Form 

Three Months Ended 
March 31, 

Increase 
2008 2007 (Decrease) - -  _- 

-~ 
_ . _ _ _ _ _ _ _ _ ~ _ _  - __ __ 

r22E%@gincome _._____-______-- _ _ _ _ _ _ ~ _  - I P 2 F : m F T - n l  
~ _ _ _ . _ _  -. Other income and expenses, net 

Income tax expense 
werest expense - _ _ . _ ~ . _ _ . _ _ - ~ . _ . _ . _ I  ~ -___. _____-__ r-r ?iSi::-_qzz* 

- -  
bet income 133 8 I 371 p 1 9q j I W l  - -  - 

The $96 million increase in Duke Energy Ohio's Ne! Income was primarily due to the following factors: 

The $75 million increase in operating revenues was driven primarily by: 

- 
Operaling Revenues 

A $30 million increase in net mark-twnarket revenues on non-qualifying power and capacity hedge contracts, consisting of mark-to-market losses of $14 million in 
2008 compared to losses of $44 million in 2007, 

An $18 million increase in retail demand resulting from favorable weather in 2008 compared to 2007, . 
- A $17 million increase in revenues from the Midwest gas-fired generation assets due primarily to higher generation due to favorable weather in 2008 compared to 2007 

and higher PJM capacity revenues, 

A $15 million increase in regulated fuel revenues driven mainly by higher natural gas costs, and * 

- 
Partially offsetting these increases was: 

- 

An $ 1  1 million increase in retail electric revenues primarily due to increased amortization of purchase accounting valuation liability of rate stabilization plan 

A $16 million decrease in volumes of coal sales due to expiration of contracts 
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Operating Expenses 

PART I 

The 550 million decrease in operating expenses was driven primarily by 

- A $40 million decrease in fuel expense due to mark-to-market gains on non-qualifying fuel hedge contracts of 558 million in 2008 compared to gains of 518 million in 
2007. 

* An $18 million decrease due primarily to lower sulfur dioxide emission allowance expenses due to installation of flue gas desulphurization equipment, and 

* 

Partially offsetting these decreases were: 

* 

A 517 million decrease in expenses associated with coal sales due to expiration of contracts 

A 516 million increase in regulated fuel expense primarily due to higher natural gas costs, and 

* A 57 million increase in fuel and operating expenses for the Midwest gas-fired generation assets primarily due to increased generation volumes in 2008 compared to 
2007. 

Gains (Losses) on Sales of OfherAssefs and Other, nef 
The $24 million increase in gains (losses) on sales of other assets and other, net is attributable to gains on sales of emission allowances in 2008 compared to losses on 

sales of emission allowances in 2007. 

lncome Tax Expense. 
The 550 million increase in Income Tax Expense was primarily due to an increase in pre-tax income 

At March 31, 2008, Duke Energy Ohio had approximately $440 million of auction rate pollution control bonds outstanding. The maximum auction rate for the majority of 
OTHER MATTERS 

this auction rate debt is 1.75 times onemonth LIBOR. While Duke Energy Ohia has plans to reftJnd and refinance these tax exempt auction rate bonds, the timing of such 
refinancing transactions is uncertain and subject to market conditions. 
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Item 4. Controls and Procedures. 

PART I 

Disclosure Controls and Procedures 
Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed by Duke Energy Ohio in the 

reports it files or submits under the Securilies Exchange Act of 1934 (Exchange Act) is recorded, processed, summarized, and reported, within the time periods specified by the 
Securities and Exchange Commission's (SEC) rules and forms. 

Disclosure controls and procedures include, without limitation, controls and procedures designed to provide reasonable assurance that information required to be 
disclosed by Duke Energy Ohio in the reports it files or submits under the Exchange A d  is accumulated and communicated to management, including the Chief Executive 
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. 

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated the 
effectiveness of its disclosure controls and procedures (as such term is defined in Rule 13a-I5(e) and 15d-I5(e) under the Exchange Act) as of March 31,2008, and, based 
upon this evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective in providing reasonable assurance 
of compliance. 

Changes In Internal Control over Financial Reporting 
Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial Officer, Duke Energy Ohio has evaluated 

changes in internal control over financial reporting (as such term is defined in Rules 13a-15(9 and 15d-15(f) under the Exchange Act) that occurred during the fiscal quarter 
ended March 31, 2008 and, other than the third party sourcing arrangement discussed below, found no change that has materially affected, or is reasonably likely to materially 
affect, internal control over financial reporting. 

During the first quarter of 2008, Duke Energy Ohio transferred payroll processing to the same third party provider currently used by other Duke Energy subsidiaries. Duke 
Energy Ohio reviewed the impact of this change on Duke Energy Ohio's internal control over financial reporting and made changes to internal control over financial reporting 
related to the data transmission to, and receipt from, the third party provider. 
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PART 11. OTHER INFORMATION 

Item 1. Legal Proceedings 

Consolidated Financial Statements, "Regulatory Matters" and Note 1 1  to the Consolidated Financial Statements, "Commitments and Contingencies 

Item I A .  Risk Factors 

Ohio's Annual Report on Form 10-K for the year ended December 31, 2007, which could materially affect Duke Energy Ohio's financial condition or future results. Additional 
risks and uncertainties not currently known to Duke Energy Ohio or that Duke Energy Ohio currently deems to be immaterial also may adversely affect Duke Energy Ohio's 
financial condition and/or results of operations. 

For information regarding legal proceedings that became reportable events or in which there were material developments in the first quarter ofZOO8, see Note 10 to the 

In addition to the other information set forth in this report, careful consideration should be given to the factors discussed in Part I ,  "Item 1A Risk Factors" in Duke Energy 
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Item 6. Exhibits 

(a) Exhibits 
Exhibits filed or furnished herewith are designated by an asterisk (*). 

Exhibit 
Number 

10.1 

'31.1 

'31.2 

'32.1 

*32.2 

Amendment No. 1 to the Amended and Restated Credit Agreement (filed on Form 8-K of Duke Energy Ohio, Inc.. March 12, 2008. File No. 1-1232, as Exhibit 
10.1). 

Certification of the Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

The total amount of securities of the registrant or its subsidiaries authorized under any instrument with respect to long-term debt not filed as an exhibit does not exceed 
10% of the total assets of the registrant and its subsidiaries on a consolidated basis, The registrant agrees, upon request of the Securities and Exchange Commission, to 
furnish copies of any or all of such instruments to it. 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on Its behalf by the undersigned 
thereunto duly authorized. 

Date: May 15, 2008 

DUKE ENERGY OHIO, INC. 

Is1 DAVID L. HAUSER 

Date: May 15, 2008 

30 

David L. Hauser 
Group Executive and 
Chief Financial Officer 

lsl STEVEN K. YOUNG 

Steven K. Young 
Senior Vice President and 

Controller 
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EXHIBIT 31.1 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James E. Rogers, certify that: 

1) I have reviewed this quarterly report on Form 1 0 4  of Duke Energy Ohio, Inc.; 

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, 
resuns of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying ofker(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-l5(e) and 15d-i5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-l5(f) and 15d-l5(f)) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed. based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant rote in the registrant's internal control over financial 
reporting. 

Date: May 15. 2008 

lSl JAMES E. ROGERS - 
James E Rogers 

Chief Executive Officer 
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EXHIBIT 31.2 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I( David L. Hauser, certify that: 

1) I have reviewed this quarterly report on Form 10-Q of Duke Energy Ohio. Inc.; 

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in 
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

Based on my knowledge, the financial statements. and other financial information included in this report, fairly present in all material respects the financial condition, 
results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 
13a-I5(e) and 15d-l5(e)) and internal control over financial reporting (as defined in Exchange Acts Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) 

3) 

4) 

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that 
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 
registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal 
control over financial reporting; and 

b) 

c) 

d) 

5) The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors 
and the audit committee of the registrant's board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 
affect the registrant's ability to record, process, summarize and report financial Information; and 

Any fraud, whether or not material. that involves management or other employees who have a significant role in the registrant's internal control over financial 
reporting 

b) 

Date: May 15, 2008 

Is/ DAVID L. HAUSER 
David L. Hauser 

Group Executive and 
Chief Financial Officer 
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EXHIBIT 32.1 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Duke Energy Ohio, Inc. ("Duke Energy Ohio") on Form 10-Q for the period ending March 31, 2008 as filed with the Securities 
and Exchange Commission on the date hereof (the "Report"), I, James E. Rogers, Chief Executive Officer of Duke Energy Ohio, certify, pursuant to 18 U.S.C. section 1350, as 
adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934: and 

The information contained in the Report fairly presents, in all material respects. the financial condition and results of operations of D u k e  Energy Ohio. 

Is/ JAMES E. ROGERS 
James E. Rogers 

Chief Executive Officer 
May 15,2008 
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EXHIBIT 32.2 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Duke Energy Ohio, Inc. ("Duke Energy Ohio") on Form 1 C-Q for the period ending March 31, 2008 as filed with the Securities 
and Exchange Commission on the date hereof (the "Report"), I, David L. Hauser, Group Executive and Chief Financial Officer of Duke Energy Ohio, certify, pursuant to 18 
(J.S.C. section 1350, as adopted pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that: 

(1) 

(2) 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934: and 

The information contained in the Reporl fairly presents, in all material respects, the financial condition and results of operations of Duke Energy Ohio 

IS/  DAVID L. HAUSER 
David L. Hauser 

GroUD Executive and Chief Financial Officer 
May 15,2008 

Created by iOKWizal-d www. 10KWizard.com 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

FORM 8-K 
CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported): March 10,2008 

DUKE ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

(Commission File Number) 

526 South Church Street, Charlotte, North Carolina 28202 
(Address of Principal Executive Offices, including Zip code) 

(Registrant’s telephone number, including area code) 

Delaware 1-32853 20-2777218 
(State or Other Jurisdiction of 

Incorporation) 
(IRS Employer Identification No.) 

(704) 594-6200 

DUKE 
North Carolina 

(State or Other Jurisdiction of 
Incorporation) 

ENERGY CAROLINAS, LLC 
(Exact Name of Registrant as Specified in its Charter) 

(Commission File Number) 
001 -04928 56-0205520 

(IRS Employer Identification No.) 

526 South Church Street, Charlotte, North Carolina 28202-1904 
(Address of Principal Executive Offices, including Zip code) 

(Registrant’s telephone nuniber, including area code) 
(704) 594-6200 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

(Commission File Number) 

139 East Fourth Street, Cincinnati, Ohio 45202 
(Address of Principal Executive Offices, including Zip code) 

(Registrant’s telephone number, including area code) 

Delaware 001-1232 31-0240030 
(State or Other Jurisdiction of 

Incorporation) 
(IRS Employer Identification No.) 

(704) 594-6200 

DUKE ENERGY INDIANA, INC. 
(Exact Name of Registrant as Specified in its Charter) 

(Commission File Number) 
1-3543 35-0594457 

(IRS Employer Identification No.) 
Indiana 

(State or Other Jurisdiction of 
Incorporation) 

1000 East Main Street, Plainfield, Indiana 46168 
(Address of Principal Executive Offices, including Zip code) 
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(704) 594-6200 
(Registrant’s telephone number, including area code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfjr the filing obligation of the 

Written communications pursuant to Rule 425 under the Securities Act ( 1  7 CFR 230.425) 
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 
Pre-commencement communications pursuant to Rule 1.3e-4(c) under the Exchange Act (17 CFR 240. 13e-4(c)) 

registrant under any of the following provisions: 
0 
0 
0 
0 
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Item 1.01, Entry into a Material Definitive Agreement. 

On March 10,2008, Duke Energy Corporation and its wholly-owned subsidiaries, Duke Energy Carolinas, LLC, Duke Energy Ohio, 
Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc., entered into an amendment to the $2,650,000,000 Amended and 
Restated Credit Agreement dated June 28, 2007, among Duke Energy Corporation and such subsidiaries, as Borrowers, the banks 
listed therein, Wachovia Bank, National Association, as Administrative Agent, JPMorgan Chase Bank, National Association, Barclays 
Bank PLC, Bank ofAmerica, N.A. and Citibank, N.A., as Co-Syndication Agents and The Bank of Tokyo-Mitsubishi, Ltd., New 
York Branch and Credit Suisse, as Co-Documentation Agents. The Credit Agreement was described in a Form 8-K filed July 5,2007. 
Pursuant to the amendment, the total commitments under the facility were increased to $3,200,000,000, and the borrowing sublimits 
for Duke Energy Ohio, Inc. and Duke Energy Indiana, Inc. were increased to $750,000,000 and $700,000,000, tespectively. The 
amendment was entered into to increase the financial flexibility of Duke Energy and its utility subsidiaries. 

The disclosure in this Item 1.01 is qualified in its entirety by the provisions ofAmendment No.1 to the Amended and Restated Credit 
Agreement, which is attached hereto as Exhibit 10.1 and is incorporated herein by reference. 

Item 9.01. Financial Statements and Exhibits 

(d) ExErhibirs. 

10. I Amendment No. 1 to Amended and Restated Credit Agreement. 
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SIGNATURE 

Pursuant to the requirements ofthe Securities and Exchange Act of 1934, the registrant has duly caused this report to be signed on 
its behalf by the undersigned hereunto duly authorized. 

DUKE ENERGY CORPORATION 

Date: March 12, 2008 

Date: March 12, 2008 

Date: March 12, 2008 

Date: March 12. 2008 

By: Is/ Stephen G. De May .- 
Name: Stephen G. De May 
Title: Vice President arid Treasurer 

DUKE ENERGY CAROLJNAS, LL,C 

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is/ Stephen G. De May 

DUKE ENERGY OHIO, INC. 

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is/ Stephen G. De May 

DUKE ENERGY INDIANA, INC. 

By: 
Name: Stephen G. De May 
Title: Vice President and Treasurer 

Is/ Stephen G. De May 
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EXHIBIT INDEX 

Exhibit Description 
10.1 Amendment No. 1 to Amended and Restated Credit Agreement. 
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Exhibit 10.1 

AMENDMENT NO. 1 TO AMENDED AND RESTATED CREDIT 
AGREEMENT 

AMENDMENT dated as of March IO,  2008 to the Amended and Restated Credit Agreement dated as of June 28, 2007 (as 
heretofore amended, the “Credit Agreement”) among DIJKE ENERGY CORPORATION, DUKE ENERGY CAROLINAS, LLC, 
DUKE ENERGY OMIO, INC.. DLJKE ENERGY INDIANA, INC. and DUKE ENERGY KENTIJCKY, INC. (the “Borrowers”), the 
BANKS (the “Banks”) party hereto, JPMORGAN CHASE BANK, National Association, BARCLAYS BANK PLC, BANK OF 
AMERICA, N.A., and CITIBANK, N.A. as Co-Syndication Agents, THE BANK OF TOKYO-MITSLJBISHI UFJ, LTD., New York 
Branch, and CREDIT SUISSE as, as Co-Documentation Agents, and WACHOVIA BANK, N.A., as Administrative Agent (the 
“Administrative Agent”). 

W I T N E S S E T H :  

WHEREAS, the Company has requested an increase in the aggregate amount of the Commitments pursuant to Section 2.1 7 of the 

WHEREAS, the parties hereto also desire to amend the Credit Agreement as set forth herein; 

NOW, THEREFORE, the parties hereto agree as follows: 

Section 1 Defined Terms, References IJnless otheiwise specifically defined herein, each term used herein that is defined in the 
Credit Agreement has the meaning assigned to such term in the Credit Agreement. Each reference to “hereof’, “heieunder”, “herein” 
and “hereby” and each other similar reference and each reference to “this Agreement” and each other similar reference contained in 
the Credit Agreement shall, after this Amendment becomes effective, refer to the Credit Agreement as amended hereby. 

Section 2 Aniendiwe,it. The definition of“Maximum Sublimit” in Section 1.01 of the Credit Agreement is amended by changing 
the amount set forth for the Company from $1,200,000,000 to $ I  , I  00,000,000 and by changing the amount set forth for Duke Energy 
Indiana liom $600,000,000 to $700,000,000. 

Section 3. Increase in ComniiOnents With effect from and including the Amendment Effective Date, (i) pursuant to Section 2.17, 
the aggregate amount of the Commitments is increased by $S50,000,000, (ii) each Person listed on the signature pages hereof which is 
not a party to the Credit Agreement (a “New Bank”) shall become a Bank party to the Credit Agreement, (iii) the Commitment of each 
Bank shall be the amount set forth opposite the name ofsuch Bank in the 

Credit Agreement that the parties desire to memorialize through this Amendment; and 
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Commitment Schedule attached hereto and (iv) the Commitment Schedule attached hereto shall replace the Commitment Schedule 
attached to tlie Credit Agreement. 

Section 4. Representations of Borrowers The Borrowers represent and warrant that (i) the representations and warranties of the 
Borrowers set forth in Article 4 of the Credit Agreement will be true on and as of the Amendment Effective Date and (ii) no Event of 
Default will have occurred and be continuing on such date. 

Section 5. Effect of Amendments Except as expressly set forth herein, the amendments contained herein shall not constitute a 
waiver or amendment of any term or condition of the Credit Agreement. and all such terms and conditions shall remain in full force 
and effect and are hereby ratified and confirmed in  all respects. 

Section 6 Governing Lmu This Amendment shall be governed by and construed in accordance with tlie laws of tlie State ofNew 
York. 

Section 7 Cozmterparts This Amendment may be signed in any number of counterparts, each of which shall be an original, with 
tlie same effect as if the signatures thereto and hereto were upon tlie same instrument. 

Section 8 Effectiveness. This Arnendment shall become effective as of the date hereof (the “Amendment Effective Date”), subject 
to satisfaction of the following conditions: 

(a) the Administrative Agent shall have received fkom each of the Borrowers, each New Bank, each Bank whose Commitment is 
increased hereby and such other Banks (if any) as may be necessary in order that the signatories hereto comprise the Requited Banks 
(determined before giving effect to this Amendment) a counterpart hereof signed by such party or facsimile or other written 
confirmation (in form satisfactory to the Administrative Agent) that such party has signed a counterpart hereof; and 

Energy Indiana and Duke Energy Ohio dated as of the Amendment Effective Date, in form and substance satisfactory to the 
Administrative Agent; and 

Energy Indiana (in form satisfactory to the Administrative Agent). 

(b) tlie Administrative Agent sliall have I eceived an opinion of the General Counsel or Assistant General Counsel of each of Duke 

(c) tlie Administrative Agent shall have received evidence of corporate authorization of this Amendment on tlie part of Duke 

2 
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly executed by their respective authorized 
officers as of the date first above written. 

DIJKE ENERGY CORPORATION 

By: 
Name: 
Title: 

DI.JKE ENERGY CAROLINAS, LLC 

By: 
Name: 
Title: 

DLJKE ENERGY ONIO, INC. 

By: 
Name: 
Title: 

DLJKE ENERGY INDIANA, INC. 

By: 
Name: 
Title: 

DUKE ENERGY KENTUCKY, INC. 

--- By: 
Name: 
Title: 
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WACHOVIA BANK, NATIONAL 
ASSOCIATION, as 
Administrative Agent, as 
an Issuing Bank, as 
Swingline Bank and as a Bank 

By: 
Name: 
Title: 
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JPMORGAN CHASE BANK, 
NATIONAL, ASSOCIATION, as 
Co-Syndication Agent, as 
an Issuing Bank and as a Bank 

By: 
Name: 
Title: 
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BARCL,AYS BANK PLC, as 
Co-Syndication Agent, as 
an Issuing Bank and as a Bank 

By: 
Name: 
Title: 
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BANK OF AMERICA, N.A., as 
Co-Syndication Agent and 
as a Bank 

By: 
Name: 
Title: 
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CITIBANK, N.A., as Co-Syndication 
Agent and as a Bank 

By: 
Name: 
Title: 
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THE BANK OF TOKYO-MJTSUBJSHJ 
IJFJ, LTD., NEW YORK BRANCH 
as a Bank 

By: 
Name: 
Title: 
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CREDIT SUISSE, CAYMAN ISLANDS 
BRANCH, as a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 

Source: Duke Energy Ohio, In, 8-K, March 12, 2008 



THE BANK OF NEW YORK, as a 
Bank 

By : 
Name: 
Title: 

Source: Duke Energy Ohio, In, 8-K, March 12, 2008 



DEUTSCHE BANK AG NEW YORK 
BRANCH, as a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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WILLIAM STREET LLC, as a Bank 

By: 
Name: 
Title: 
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KEYBANK NATIONAL 
ASSOCIATION, as a Bank 

By: 
Name: 
Title: 

Source: Duke Energy Ohio, In, 8-K, March 12, 2008 



MERRILL LYNCH BANK, USA, as a 
Bank 

Name: 
Title: 
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MORGAN STANL,EY BANK, as a Bank 

By: 
Name: 
Title: 
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THE ROYAL BANK OF SCOTL.AND, 
PLC, as a Bank 

By: 
Name: 
Title: 
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UBS LOAN FINANCE LLC, as a 
Bank 

By: 
Name: 
Title: 
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THE BANK OF NOVA SCOTIA, as a 
Bank 

By: 
Name: 
Title: 
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BNP PARIBAS, as a Bank 

Name: 
Title: 

By: 
Name: 
Title: 
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THE NORTHERN TRUST COMPANY, as a Bank 

By: 
Name: 
Title: 
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SUNTRUST BANK, as a Bank 

By: 
Name: 
Title: 
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WELLS FARGO BANK, NATIONAL ASSOCIATION, 
as a Bank 

By: 
Name: 
Title: 
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FORM 8-K 
Duke Energy Ohio, inc. - NIA 
Filed: July 05, 2007 (period: June 28, 2007) 

Report of unscheduled material events or corporate changes. 



8-K - 8-K 

Item 1.01. 

Item 9.01. 

SIGNATURE 
EXHIBIT INDEX 

Entrv into a Material Definitive Aareement, 

- Financial Statements and Exhibits 



UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 

North Carolina 
(State or Other Jurisdiction 

of Incorporation) 

FORM 8-K 

CURRENT REPORT 
Pursuant to Section 13 or 15(d) of the 

Securities Exchange Act of 1934 

Date ofRepo1-t (Date of earliest event reported): June 28,2007 

DIJKE ENERGY CORPORATION 
(Exact Name of Registrant as Specified in its Charter) 

1-32853 
(Commission 
File Number) 

526 South Church Street, Charlotte, North Carolina 28202 
(Address of Principal Executive Ol’fices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY CAROLINAS, LLC 
(Exact Name of Registrant as Specified in its Charter) 

001 -04928 
(Conimission 
File Number) 

Delaware 
(State or Other Jurisdiction 

of Incorporation) 

526 South Church Street, Charlotte, North Carolina 28202-1 904 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number. including area code) 

DUKE ENERGY OHIO, INC. 
(Exact Name of Registrant as Specified in its Charter) 

001-1 232 
(Commission 
File Number) 

139 East Fourth Street, Cincinnati, Ohio 45202 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

DUKE ENERGY INDIANA, INC. 
(Exact Name of Registrant as Specified i n  its Charter) 

20-2777218 
(IRS Employer 

Identification No.) 

56-0205520 
(IRS Employer 

Identification No.) 

31-0240030 
(IRS Employer 

Identification No.) 
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Indiana 
(State or Other Jurisdiction 

of Incorporation) 

1-3543 
(Commission 
File Number) 

35-0594457 
(IRS Employer 

Identification No.) 

1000 East Main Street, Plainfield, Indiana 46168 
(Address of Principal Executive Offices, including Zip code) 

(704) 594-6200 
(Registrant’s telephone number, including area code) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the 
registrant under any of the following provisions: 

0 
0 
0 

Written communications pursuant to Rule 425 under the Securities Act ( I  7 CFR 230.425) 
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14~1-12) 
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (I7 CFR 240.14d-2(b)) 
Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240. 13e-4(c)) 
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Item 1.01. Entry into a Material Definitive Agreement. 

On June 28,2007, Duke Energy Corporation and its wholly-owned subsidiaries, Duke Energy Carolinas, LL,C, Duke Energy Ohio, 
Inc., Duke Energy Indiana, Inc. and Duke Energy Kentucky, Inc., entered into a $2,650,000,000 Amended and Restated Credit 
Agreement among the registrant, such subsidiaries, as Borrowers, the banlcs listed therein, Wachovia Bank, National Association, as 
Administrative Agent, JPMorgan Chase Bank, National Association, Barclays Bank PLC, Bank of America, N.A. and Citibank, N.A., 
as Co-Syndication Agents and Tlie Bank of Tokyo-Mitsubislii, Ltd.. New Yorlc Branch and Credit Suisse, as Co-Documentation 
Agents, pursuant to which the terms and conditions of the facility were generally conformed to those of other prior Duke Energy 
Corporation syndicated facilities, and the term was extended to June 28,201 2. Under the facility, the initial borrowing sublimits for 
Duke Energy Corporation, Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy 
Kentucky, Inc. are $850,000,000, $800,000,000, $.500.000,000, $400,000,000 and $100,000,000, respectively. The Amended and 
Restated Credit Agreement will, among other things, support the Duke Energy Corporation $1,500,000,000 commercial paper 
program, which began marketing on June 29, 2007, and the Duke Energy Carolinas commercial paper program. The disclosure in  this 
Item 1.01 is qualified i n  its entirety by the provisions oftlie Amended and Restated Credit Agreement, which is attached hereto as 
Exhibit 10.1 and is incotporated herein by rcference. 

Item 9.01. Financial Statements and Exhibits 

(d) Exhibils 

10.1 $2,650,000,000 Amended and Restated Credit Agreement, dated as of June 28, 2007, among Duke Energy 
Corporation, Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. and Duke Energy 
Kentucky, Inc., as Borrowers, the banks listed therein, Wachovia Bank, National Association, as Administrative 
Agent, JPMorgan Chase Bank, National Association, Barclays Bank PLC, Bank of America, N.A. and Citibank, 
N.A., as Co-Syndication Agents and Tlie Bank of Tokyo-Milsubishi, Ltd., New York Branch and Credit Suisse, as 
Co-Documentation Agents. 
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SIGNATURE 

Pursuant to the requirements of the Securities and Exchange Act of 19.34, the registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized. 

DUKE ENERGY CORPORATION 

Date: .July 5 ,  2007 

Date: July 5 ,  2007 

Date: July 5 ,  2007 

Date: July 5, 2007 

By: /s/Steven K. Young 
Name: Steven K. Young 
Title: Senior Vice President and Controller 

DUKE ENERGY CAROLINAS, LLC 

By: IsISteven K. Young 
Name: Steven I<. Young 
Title: Senior Vice President and Controller 

DUKE ENERGY OHIO, INC. 

By: IsISteven K. Young 
Name: Steven K.  Young 
Title: Senior Vice President and Controller 

DUKE ENERGY INDIANA, INC. 

By: IsISteven I<. Young 
Name: Steven K. Young 
Title: Senior Vice President and Controller 
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EXHIBIT INDEX 

Exhibit Description - 
10.1 $2,650,000,000 Amended and Restated Credit Agreement. dated as of June 28, 2007, among Duke Energy Corporation, 

Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc. aiid Duke Energy Kentucky, Inc., as 
Borrowers, the banks listed therein, Wachovia Bank, National Association, as Administrative Agent, JPMorgan Chase 
Bank. National Association. Barclays Bank PLC, Bank of America, N.A. and Citibanlc, N.A., as Co-Syndication Agents 
and The Bank of Tokyo-Mitsubishi, Ltd., New York Branch and Credit Suisse, as Co-Documentation Agents. 
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Exhibit 10.1 

$2,650,000,000 

AMENDED AND RESTATED CREDIT AGREEMENT 

dated as of 
June 28,2007 

among 

Duke Energy Corporation 
Duke Energy Carolinas, LLC 

Duke Energy Ohio, Inc. 
Duke Energy Indiana, Inc. 

and 
Duke Energy Kentucky, lnc., 

as Borrowers. 

The Banks Listed Herein, 

Wachovia Bank, National Association, 
as Administrative Agent, 

JPMorgan Chase Bank, National Association 
Barclays Bank PLC 

Bank ofAmerica, N.A. 
and 

Citibalik, N.A., 
as Co-Syndication Agents 

and 

The Bank of Tokyo-Mitsubishi, Ltd., New York Branch 
and 

Credit Suisse, 
as Co-Documentation Agents 

J.P. Morgan Securities Inc. and 
Wachovia Capital Markets, LLC, 

Co-Lead Arrangers and 
Joint Bookrunners 
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AMENDED AND RESTATED CREDIT AGREEMENT 

AGREEMENT dated as of June 28,2007 among DLJKE ENERGY CORPORATION, DUKE ENERGY CAROLINAS, 
LLX, DLJKE ENERGY OHIO, INC., DIJKE ENERGY INDIANA, INC. and DIJKE ENERGY KENTIJCKY, INC., as Borrowers. 
the BANKS listed on the signature pages hereof, WACHOVIA BANK, NATIONAL ASSOCIATION, as Administrative Agent, and 
JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, BARCLAYS BANK PLC, BANK OF AMERICA, N.A. and 
CITIBANIC, N.A., as Co-Syndication Agents, and THE BANK OF TOKYO-MITSUBISHI, LTD., New York Branch and CREDIT 
SUISSE, as Co-Documentation Agents. 

W I T N E S S E T H: 

WHEREAS, certain of the parties hereto are parties to one or more of the Existing Agreements (as this and other capitalized 
terms are defined in Section 1.01 of this Agreemcnt); and 

WHEREAS, the parties hereto wish to consolidate the credit facilities under tlie Existing Agreements into a single 
multi-borrower credit facility, and in connection therewith to modify certain terms and conditions of the Existing Agreements, all as 
more fully set forth herein; 

NOW, THEREFORE, the parties hereto hereby agree that, on and as of the Effective Date, the Existing Agreements are 
hereby amended and restated in  their entirety as follows: 

ARTICLE 1 
DEFINITIONS 

Section 1.01 De$m/ions The following terms, as used herein, have tlie following meanings 

“Additional Bank’ means any financial institution that becomes a Bank for purposes hereof pursuant to Section 2.17 or 
8.06. 

“Administrative Agent” means Wachovia in its capacity as administrative agent for the Banks hereunder, and its successors 
in such capacity. 

“Administrative Questionnaire” means, with respect to each Bank, the administrative questionnaire in the form submitted to such Bank by the 
Administrative Agent and submitted to the Administrative Agent (with a copy to each Borrower) duly completed by such Bank 

“Affiliate” means, as to any Person (the “specified Person”) (i) any Person that directly, or indirectly through one or more 
intermediaries, controls the 
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specified Person (a “Controlling Person”) or ( i i )  any Person (other than the specified Person or a Subsidiary of the specified Person) 
which is controlled by or is under common control with a Controlling Person. As used herein, the term “control” means possession, 
directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person, whether through tlie 
ownership of voting securities, by contract or otherwise. 

“Agent” means any of tlie Administrative Agent, the Co-Syndication Agents or the Co-Documentation Agents. 

“Aggregate Exposure” means, with respect to any Bank at any time, the aggregate amount of its Borrower Exposures to all 
Borrowers at such time. 

“Agreement” means this Agreement as the same may be amended from time to time. 

“Applicable Lending Office” means, with respect to any Bank, (i) in  the case of its Base Rate Loans, its Domestic Lending 
Office and (ii) i n  the case of its Euro-Dollar L,oans, its Euro-Dollar Lmding Office. 

“Applicable Margin” means, with respect to Euro-Dollar Loans or Swingline Loans to any Borrower, the applicable rate per 
annum for such Borrower determined in accordance with tlie Pricing Schedule. 

“Appropriate Share” has the meaning set forth i n  Section 8.03(d). 

“Approved Fund” means any Fund that is administered or managed by (i) a Bank, ( i i )  an Affiliate o f a  Bank or (iii) an entity 
or an Affiliate of an entity that administers or manages a Bank. 

“Approved Officer” means the president, tlie chief financial officer, a vice president, the treasurer, an assistant treasurer or 
the controller of the Borrower or such other representative of the Borrower as may be designated by any one of the foregoing with the 
consent of the Administrative Agent. 

“Assignee” has the meaning set forth in Section 9.06(c). 

“Availability Percentage” means, with respect to each Borrower at any time, the percentage which such Borrower’s 
Sublimit bears to the aggregate amount of the Commitments, all determined as of such time. 

“Bank” means each bank or other financial institution listed on tlie signature pages hereof, each Additional Bank, each 
Assignee which becomes a Bank pursuant to Section 9.06(c), and their respective successors. Each reference herein to a “Bank” shall, 
unless the context otherwise requires. include the Swingline Bank and each Issuing Bank in such capacity. 
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“Barclays” means Barclays Bank PLC. 

“Base Rate” means, for any day for which the same is to be calculated, the higher of (a) the Prime Rate and (b) the Federal 
Funds Rate for such day plus 1/2 of 1%. Each change in  the Base Rate shall take effect simultaneously with the corresponding change 
in the rates described in clause (a) or clause (b) above, as the case may be. 

“Base Rate Loan” means (i) a Loan which bears interest at the Base Rate pursuant to the applicable Notice of Borrowing or 
Notice of Interest Rate Election or the provisions ofArticle 8 or (ii) an overdue amount which was a Base Rate Loan immediately 
before it became overdue. 

“Borrower” means each of Duke Energy Carolinas, Duke Energy Ohio, Duke Energy Indiana. Duke Energy Kentucky and 
the Company. References herein to “the Borrower” in connection with any Loan or Group of Loans or any Letter of Credit hereunder 
are to the particular Borrower to which such Loan or Loans are made or proposed to be made or at whose request and for whose 
account such Letter of Credit is issued or proposed to be issued. 

“Borrower Exposure” means, with respect to any Bank and any Borrower at any time, (i) an amount equal to the product of 
such Bank’s Percentage and such Borrower’s Sublimit (whether used or unused) at such time or (ii) if such Bank’s Commitment shall 
have terminated, either generally or with respect to such Borrower, or if such Borrower’s Sublimit shall have been reduced to zero. the 
sum of the aggregate outstanding principal amount of its Loans (other than Swingline Loans) to such Borrower, the aggregate amount 
of its Letter of Credit Liabilities in respect of such Borrower and the amount of its Swingline Exposure in respect of such Borrower at 
such ti me. 

“Borrower Maturity Date” means, with respect to any Revolving Credit Loan to any Borrower other than the Company, the 
first anniversary of the date of the Borrowing of sucli Revolving Credit Loan; provided that if the Borrower designates such 
Borrowing as long-term in its Notice of Borrowing, then the Borrower Maturity Date shall not be applicable thereto. 

“Borrowing” has the meaning set foi th in Section I .Q3.  

T G & E  First Mortgage Trust Indenture” means the first mortgage trust indenture, dated as of August 1, 1936, between 
Duke Energy Ohio and The Bank of New York (successor to living Trust Company), as trustee, as amended, modified or 
supplemented ftorn time to time, and any successor or replacement mortgage trust indenture. 

“Cinergy” means Cinergy Corp., a Delaware corporation 
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“Co-Documentation Agent” means each of The Bank of Tokyo-Mitsubislii, Ltd., New York Branch and Credit Suisse, in its 
capacity as documentation agent in respect of this Agreement. 

“Commitment” means (i) with respect to any Bank listed on the signature pages hereof, the amount set forth opposite its 
name on the Commitment Schedule as its Commitment and (ii) with respect to each Additional Bank or Assignee wliicli becomes a 
bank pursuant to Sections 2.17, 8.06 and 9,06(c), tlie amount of tlie Commitment thereby assumed by it, in each case as such amount 
may from time to time be reduced pursuant to Sections 2.08,2.10, 8.06 or 9.OG(c) or increased pursuant to Sections 2.17, 8.06 or 
9.06(c). 

“Commitment Schedule” means tlie Commitment Schedule attached hereto. 

“Commitment Termination Date” means, for each Bank, June 28,2012, as such date may be extended fiom time to time 
with respect to such Bank pursuant to Section 2.01(c) or, if such day is not a Euro-Dollar Business Day, the next preceding 
Euro-Dollar Business Day. 

“Company” means Duke Energy Corporation, a Delaware corporation. 

“Consolidated Capitalization” means, with respect to any Borrower, the sum, without duplication, of (i) Consolidated 
Indebtedness of such Borrower. (ii) consolidated common equityliolders’ equity as would appear on a consolidated balance sheet of 
such Borrowcr and its Consolidated Subsidiaries prepared in accordance with generally accepted accounting principles, ( i i i )  the 
aggregate liquidation pi eference of preferred or priority equity interests (other than preferred or priority equity interests subject to 
mandatory redemption or repurchase) of such Borrower and its Consolidated Subsidiaries upon involuntary liquidation, (iv) tlie 
aggregate outstanding amount of all Equity Preferred Securities of such Borrower and (v) minority interests as would appeal on a 
consolidated balance sheet of such Borrower and its Consolidated Subsidiaries prepared in accordance with generally accepted 
accounting principles. 

“Consolidated Indebtedness” means, at any date. with respect to any Borrower, all Indebtedness of such Borrower and its 
Consolidated Subsidiaries determined on a consolidated basis in accordance with generally accepted accounting principles; prmkfed 
that Consolidated Indebtedness shall exclude, to the extent otherwise reflected therein, Equity Preferred Securities of such Borrower 
and its Consolidated Subsidiaries up to a maximum excluded amount equal to 1.5% of Consolidated Capitalization of such Borrower. 

“Consolidated Subsidiary” means, for any Person, at any date any Subsidiary or other entity the accounts ofwhich would 
be consolidated with those 
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of such Person in its consolidated financial statements if such statements were prepared as of such date. 

‘To-Syndication Agent” means each of JPMCB, Barclays, Bank of America, N.A. and Citibank, N.A., in its capacity as 
syndication agent in  respect of this Agreement. 

“Default” means any condition or event which constitutes an Event of Default or which with the giving of notice or lapse of 
time or both would, unless cured or waived, become an Event of Default. 

“Departing Bank’ means any Person which has a commitment to extend credit under an Existing Agreement but does not 
have a Commitment under this Agreement. 

“Domestic Business Day” means any day except a Saturday, Sunday or other day on which commercial banks in New York 
City or in  the State ofNorth Carolina ate authorized by law to close. 

“Domestic Lending Office” means, as to each Bank, its office located at its address set forth in its Administrative 
Questionnaire (or identified in its Administrative Questionnaire as its Domestic Lending Office) or such other office as such Bank 
may hereafter designate as its Domestic Lending Office by notice to the Borrowers and the Administrative Agent. 

“Duke Capital” means Duke Capital, LLC, a former Subsidiary of the Company. 

“Duke Energy Carolinas” means Duke Energy Carolinas, LLC, a North Carolina limited liability company (f/k/a Dike 
Power Company, LLC). 

“Duke Energy Carolinas Mortgage” means the First and Refunding Mortgage between Duke Energy Carolinas and 
JPMCB, as successor trustee. dated as of December I ,  1927 as amended or supplemented from time to time. 

“Duke Energy Indiana” means Duke Energy Indiana, Inc., an Indiana corporation (f/lc/a PSI Energy, lnc.). 

“Duke Energy Kentucky” means Duke Energy Kentucky, Inc., a Kentucky corporation (f/lda The Union L,ight, Heat & 
Power Company). 

“Duke Energy Ohio” means Duke Energy Ohio, Inc., an Ohio corporation (Wkla The Cincinnati Gas & Electric Company). 

“Effective Date” means the date this Agreement becomes effective in accordance with Section 3.01. 

5 

Source. Duke Energy Ohio, In, 8-K, July 05, 2007 



“Endowment” means the Duke Endowment, a charitable common law trust established by James B. Duke by Indenture 
dated December 1 1, 1924. 

“Environmental Laws” means any and all federal, state, local and foreign statutes, laws, regulations, ordinances, rules, 
judgments, orders, decrees, permits, concessions, grants, franchises, licenses, agreements or other governmental restrictions relating to 
the environment or to emissions, discharges, releases of pollutants, contaminants, chemicals, or industrial, toxic or hazardous 
substances or wastes into the environment including, without limitation. ambient air, surface water, ground water, or land, or 
otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport, or handling of pollutants, 
contaminants, chemicals, or industrial, toxic or hazardous substances or wastes. 

“Equity Preferred Securities” means, with respect to any Borrower, any trust preferred securities or deferrable interest 
subordinated debt securities issued by such Borrower or any Subsidiary or other financing vehicle of such Borrower that (i) have an 
original maturity of at least twenty years and (ii) require no repayments or prepayments and no mandatory redemptions or repurchases, 
in each case. prior to the tirst anniversary ol‘tlie latest Commitment Termination Date. 

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended. 

“ERISA Group” means, with respect to any Borrower, such Borrower and all other members o f a  controlled group of 
corporations and all trades or businesses (whether or not incorporated) under common control which, together with such Borrower, are 
treated as a single employer under Section 414 of the Internal Revenue Code. 

“Euro-Dollar Business Day” means any Domestic Business Day on which commercial banks are open for international 
business (including dealings in dollar deposits) in London. 

“Euro-Dollar Lending Office” means, as to each Bank, its office, branch or affiliate located at its address set forth in its 
Administrative Questionnaire (or identified in  its Administrative Questionnaire as its Euro-Dollar Lending Office) or such other 
office, branch or affiliate of such Bank as it may hereafler designate as its Euro-Dollar Lending Office by notice to the Borrowers and 
the Administrative Agent. 

“Euro-Dollar Loan” means (i) a Loan which bears interest at a Euro-Dollar Rate pursuant to the applicable Notice of 
Borrowing or Notice oflnterest Rate Election or (ii) an overdue amount which was a Euro-Dollar Loan immediately before it became 
overdue. 
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“Euro-Dollar Rate” means a rate of interest determined pursuant to Section 2.06(b) on the basis of a London Interbank 
Offered Rate. 

“Euro-Dollar Reference Banks” means the principal London ofices of JPMCB and Wachovia. 

“Euro-Dollar Reserve Percentage” has the meaning set forth in Section 2.15. 

“Event of Default” has the meaning set forth in Section 6.0 1 

“Existing Agreements” shall mean (a) the $400,000,000 Credit Agreement dated as of December 7, 2006, among the 
Company, the banks listed therein and Wachovia, as administrative agent, (b) the $1,500,000,000 Amended and Restated Credit 
Agreement dated as of June 29, 2006, among Cinergy. Duke Energy Ohio, Duke Energy Indiana, Duke Energy Kentucky, the banks 
listed therein and Barclays Bank PLC, as administrative agent, (c) the $600,000,000 Amended and Restated Credit Agreement dated 
as of June 29, 2006, among Duke Energy Carolinas, the banks listed therein and Citibank, N.A., as administrative agent, (d) the 
$75,000,000 Amended and Restated Credit Agreement, dated as of September I I ,  2006, between Duke Energy Carolinas and Merrill 
L,ynch Bank IJSA and (e) the $75,000.000 Credit Agreement, dated as of September 1 I ,  2006. among Duke Energy Carolinas, the 
banks listed therein and Credit Suisse, Cayman Islands Branch, as administrative agent, in each case as amended and in  effect on the 
Effective Date. 

“Existing Letters of Credit” means the letters of credit set forth in Schedule I .O 1 “  

“Facility Fee Rate” means, with respect to any Borrower, the applicable rate per annum for such Borrower determined in 
accordance with the Pricing Schedule. 

“Federal Funds Rate” means, for any day, the rate per annum (rounded upwards, ifnecessary, to the nearest IllOOth of 1 %) equal to the 
weighted average of the rates on overnight Federal funds transactions with members of the Federal Reserve System arranged by Federal funds brolters on such 
day, as published by the Federal Reserve Bank of New York on the Domestic Business Day next succeeding such day, provided that (i) if such day is not a 
Domestic Business Day, the Federal Funds Rate for such day shall be such rdte on such transactions 011 the next preceding Domestic Business Day as so 
published on the next succeeding Domestic Business Day and (ii) if no such rate is so published on such next succeeding Domestic Business Day, the Federal 
Funds Rate for such day shall be the average rate quoted to Wachovia on such day on such transactions as determined by the Administrative Agent 
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“Final Maturity Date” means, for each Bank, the first anniversary of its Commitment Termination Date or, if such day is 
not a Euro-Dollar Business Day. the next preceding Euro-Dollar Business Day. 

“Fund” means any Person (other than a natural Person) that is (or will be) engaged in making, purchasing, holding or 
otherwise investing in commercial loans and similar extensions of credit i n  the ordinary course of its business. 

“Group of Loans” means at any time a group of Loans consisting of (i) all Loans to the same Borrower which are Base Rate 
Loans at such time or (ii) all Euro-Dollar Loans to the same Borrower having the sainc Interest Period at such time; provided that, if a 
Loan of any particular Bank is converted to or made as a Base Rate Loan pursuant to Article 8, such Loan shall bc included in  the 
same Group or Groups of Loans from time to time as it would have been if i t  had not been so converted or made. 

“Hedging Agreement” means for any Person, any and all agreements, devices or arrangements designed to protect such 
Person or any of its Subsidiaries from the fluctuations of interest rates, exchange rates applicable to such party’s assets, liabilities or 
exchange transactions, including, but not limited to, dollar-denominated or cross-currency interest rate exchange agreements, forward 
currency exchange agreements, interest rate cap or collar protection agreements, commodity swap agreements, forward rate currency 
or interest rate options, puts and warrants. Notwithstanding anything herein to the contrary, ‘Wedging Agreements” shall also include 
fixed-for-floating interest rate swap agreements and similar instruments. 

“Increased Commitments” has the meaning set forth in Section 2.17. 

‘‘Indebtedness” of any Person means at any date, without duplication, (i) all obligations of such Person for borrowed money, 
(ii) all indebtedness of such Person for the deferred purchase price of property or services purchased (excluding current accounts 
payable incurred in the ordinary course of business), (iii) all indebtedness created or arising under any conditional sale or other title 
retention agreement with respect to property acquired, (iv) all indebtedness under leases which shall have been or should be, in 
accordance with generally accepted accounting principles, recorded as capital leases in respect of which such Person is liable as 
lessee, (v) the face amount of all outstanding letters of credit issued for the account of such Person (other than letters of credit relating 
to indebtedness included in Indebtedness of such Person pursuant to another clause of this definition) and. without duplication, the 
unreimbursed amount of all drafts drawn thereunder, (vi) indebtedness secured by any Lien on property or assets of such Person, 
whether or not assumed (but i n  any event not exceeding the fait market value of the property or asset), (vii) all direct guarantees of 
Indebtedness referred to above of another Person, (viii) all amounts payable in  connection with 

8 

Source: Duke Energy Ohio, In, 8-K, July 05, 2007 



mandatory redemptions or repurchases of preferred stock or member interests or other preferred or priority equity interests and (ix) 
any obligations of such Person (in the nature of principal or interest) in respect of acceptances or similar obligations issued or created 
for the account of such Person. 

“Initial Sublimit” means, with respect to each Borrower, tlie amount set forth opposite its name in the table below: 

“Interest Period” means, with respect to each Euro-Dollar Loan, tlie period commencing on the date of borrowing specified 
in the applicable Notice of Borrowing oI on tlie date specified in an applicable Notice of Interest Rate Election and ending one. two, 
three or six, or, if deposits of a corresponding maturity are generally available in the London interbank market, nine or twelve, months 
thereafter, as the Borrower may elect in such notice; provided that: 

(a) any Interest Period which would otherwise end on a day which is not a Euro-Dollar Business Day sliall be 
extended to the next succeeding Euro-Dollar Business Day unless such Euro-Dollar Business Day falls in another calendar 
month, in  which case such Interest Period shall end on the next preceding Euro-Dollar Business Day; and 

(17) any Interest Period which begins on the last Euro-Dollar Business Day of a calendar month (or on a day for 
which there is no numerically corresponding day in the calendar month at the end of such Interest Period) shall end on the 
last Euro-Dollar Business Day of a calendar month; 

provided,fuufher that: (x) no Interest Period applicable to any Loan of any Bank which begins before such Bank’s Commitment 
Termination Date may end after such Bank’s Commitment Termination Date; and (y) no Interest Period applicable to any Loan of any 
Bank may end after such Bank’s Final Maturity Date. 

“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any successor statute. 
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“Investment Grade Status’’ exists as to any Person at any date if all senior long-term unsecured debt securities of such 
Person outstanding at such date which had been rated by S&P or Moody’s are rated BBB- or higher by S&P or Baa3 or higher by 
Moody’s, as the case may be, or if such Person does not have a rating of its long-term unsecured debt securities, then if the corporate 
credit rating of such Person, if any exists, from S&P is BBB- or higher 01‘ the issuer rating of such Person, if any exists, from Moody’s 
is Baa3 or higher. 

“Issuing Bank” means (i) each of JPMCB and Wachovia, (ii) Barclays, with respect to any Existing Letter of Credit issued 
by it and (iii) any other Bank that may agree to issue letters of credit hereunder, in each case as issuer of a Letter of Credit hereunder. 
No Issuing Bank shall be obligated to issue any Letter of Credit hereunder if, after giving effect thereto, the aggregate Letter of Credit 
Liabilities in respect of all Letters of Credit issued by such Issuing Bank hereunder would exceed (i) in the case of Wachovia, 
$1,000,000,000 (as such amount may be modified iiom time to time by agreement between the Company and Wachovia), (ii) in the 
case of JPMCB, $SOO,000,000 (as such amount may be modified from time to time by agreement between the Company and such 
Issuing Bank) or (iii) with respect to any other Issuing Bank, such amount (if any) as may be agreed for this purpose from time to time 
by such Issuing Bank and the Company. For avoidance of doubt, the limitations in the preceding sentence are for the exclusive benefit 
of the respective Issuing Banks, are incremental to the other limitations specified herein on the availability of Letters of Credit and do 
not affect such other limitations. 

“JPMCB” means JPMorgan Chase Bank, National Association 

“Letter of Credit” means a letter of credit issued or to be issued hereunder by an Issuing Bank in accordance with Section 
2.15, including the Existing Letters of Credit. 

“Letter of Credit Liabilities” means, for any Bank and at any time, such Bank’s ratable participation in the sum of (x) the 
amounts then owing by all Borrowers i n  respect of amounts drawn under Letters of Credit and (y) the aggregate amount then available 
for drawing under all Letters of Credit. 

“LIBOR Market Index Rate” means, for any day, the rate for one month U.S. dollar deposits as reported on page “3750” of 
the Telerate Service (or such other page as may replace the 3750 page of that setvice or if the Telerate Service shall cease displaying 
such rates, such other service or services as may be nominated by the British Bankers’ Association for the purpose of displaying 
London ititelbank offered rates for U S .  dollar deposits), determincd as of‘ 11 :00 am.  London time, for such day; or it such day is not a 
Euro-Dollar Business Day, for the immediately preceding Euro-Dollar Business Day (or if not so reported, 
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then as determined by the Administrative Agent from another recognized source or interbank quotation.) 

“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind in 
respect of such asset. For the purposes of this Agreement. any Borrower or any of its Subsidiaries shall be deemed to own subject to a 
Lien any asset which it has acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement, capital 
lease or other title retention agreement relating to such asset. 

-~ 

“Loan” means a Revolving Credit Loan, a Term Loan or a Swingline Loan; provided that Swingline Loans shall be subject 
to only those provisions of Article 2 which are specifically made applicable to Swingline Loans. 

“London Interbank Offered Rate” has the meaning set forth in Section 2.06(b). 

“Material Debt” means, with respect to any Borrower, Indebtedness of such Borrower or any of its Material Subsidiaries in 
an aggregate principal amount exceeding $150,000,000. 

“Material Plan” has the meaning set forth in Section 6”01(i). 

“Material Subsidiary” means at any time, with respect to any Borrower, any Subsidiary of such Borrower that is a 
“significant subsidiary” (as such term is defined on the Effective Date in  Regulation S-X of the Securities and Exchange Commission 
(17 CFR 21 O.I-O2(w)), but treating all references therein to the “registrant” as references to such Borrower). 

“Maximum Sublimit” means. with respect to each Borrower, the amount set forth opposite its name in the table below: 
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the Duke Energy Carolinas Mortgage, the CG&E First Mortgage Tiust Indenture, PSI Energy First Mortgage Trust Indenture or 
ULH&P First Mortgage Trust Indenture, respectively. 

“Notes” means promissory notes of a Borrower, in the form required by Section 2.04, evidencing the obligation of such 
Borrower to repay tlie Loans made to it, and “Note” means any one of such promissory notes issued hereunder. 

“Notice of Borrowing” has the meaning set forth in Section 2.02. 

“Notice of Interest Rate Election” has tlie meaning set forth in Section 2.09(b) 

“Notice of Issuance” has the meaning set forth in Section 2.15(b). 

“Parent” means, with respect to any Bank, any Person controlling such Bank. 

“Participant” has the meaning set forth in  Section 9.06(b). 

“PBGC” means the Pension Benefit Guaranty Corporation or any entity succeeding to any or all of its functions under 
ERISA. 

“Percentage” means, with respect to any Bank at any time, the percentage which the amount of its Commitment at such time 
represents of’the aggregate amount of all the Commitments at such time. 

“Person” means an individual, a corporation, a partnership, an association, a trust or any other entity or organization, 
including a government or political subdivision or an agency or instrumentality thereof. 

“Plan” means at any time an employee pension benefit plan which is covered by Title IV of ERISA or subject to the 
minimum funding standards under Section 412 of the Internal Revenue Code and is either (i) maintained by a member of the ERISA 
Group for employees of  a member of the ERISA Group or (ii) niaiiitained pursuant to a collective bargaining agreement or any other 
arrangement under which more than one employer makes contributions and to which a member of the ERISA Group is then making or 
accruing an obligation to maice contributions or has within the preceding five plan years made contributions. 

“Pricing Schedule” nieans the Pricing Schedule attached hereto. 

“Prime Rate” means the per annum rate of interest established from time to time by the Administrative Agent at its principal 
oftice in Charlotte, North Carolina as its Prime Rate. Any change in the interest rate resulting from a 
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change in  the Prime Rate shall become effective as of 12:01 a.m. of the Domestic Business Day on which each change in  the Prime 
Rate is announced by the Administrative Agent. The Prime Rate is a reference rate used by the Administrative Agent in determining 
interest rates on certain loans and is not intended to be the lowest rate of interest charged on any extension of credit to any debtor. 

“PSI Energy First Mortgage Trust Indenture” means the first mortgage ti-ust indenture, dated as of September I ,  1939, 
between Duke Energy Indiana and LaSalle Bank National Association (formerly known as LaSalle National Bank Company and 
successor, as trustee, to First National Bank of Chicago), as trustee, as amended, modified or supplemented from time to timc, and any 
successor or replacement mortgage trust indenture. 

“Quarterly Payment Date” means the first Domestic Business Day of each January. April, July and October. 

“Regulation U” means Regulation U of the Board of Governors of the Federal Reserve System, as in effect from time to 
time. 

“Reimbursement Obligation” means, at any time, the obligation of the Borrower then outstanding under Section 2.15 to 
reimburse the Issuing Bank for amounts paid by the Issuing Bank in respect of any one or more drawings under a Letter of Credit. 

“Removed Borrower” has the meaning set forth i n  Section 9.0S(b) 

“Required Banks” means, at any time, Banks having at least 5 1% in aggregate amount of the Aggregate Exposures at such 
time. 

“Revolving Credit Loan” means a loan made or to he made by a Bank pursuant to Section 2.01 (a); provided that, if any such 
loan or loans (or portions thereof-) are combined or subdivided pursuant to a Notice of Interest Rate Election, the tet ni “Revolving 
Credit Loan” shall refer to the combined principal amount resulting from such combination or to each of the separate principal 
amounts resulting from such subdivision, as the case may be. 

“Revolving Credit Period” means, with rcspcct to any Bank, the period from and including the Effective Date to but not 
including its Commitment Termination Date. 

“S&P” means Standard & Poor’s Rating Services, a division of The McGraw-Hill Companies, Inc. 

“Subsidiary” means, as to any Person, any corporation or other entity of which securities or other ownership interests having 
ordinaiy voting power to 
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elect a majority of the board of directors or other persons performing similar functions are at the time directly or indirectly owned by 
such Person; unless otlietwise specified, “Subsidiary” means a Subsidiaiy of a Borrower. 

“Substantial Assets” means, with respect to any Borrower, assets sold or otherwise disposed of in a single transaction or a 
series of related transactions representing 25% or more of the consolidated assets of such Borrower and its Consolidated Subsidiaries, 
taken as a whole. 

“Sublimit” means, with respect to each Borrower, its Initial Sublimit, as the same may be modified from time to time 
pursuant to Sections 2.08 and 2.17; provided that a Borrower’s Sublimit shall at no time exceed such Borrower’s Maximum Sublimit. 

“Swingline Bank” means Wachovia, in its capacity as the Swingline Bank under the swing loan facility described in Section 
2.18. 

“Swingline Exposure” means, with respect to any Bank, an amount equal to such Bank’s Percentage of the aggregate 
outstanding principal amount of Swingline Loans. 

“Swingline L,oan” means a loan made or to be made by the Swingline Bank pursuant to Section 2.18. 

“Swingline Termination Date” means the tenth Domestic Business Day prior to Wachovia’s Commitment Termination 
Date. 

“Term Loan” means a loan made 01 to be made by a Bank pursuant to Section 2.01 (b); provided that, if any such loan or 
loans (or portions thereof) are coinbincd or subdivided pursuant to a Notice of Interest Rate Election, the term “Term Loan” shall refer 
to the combined principal amount resulting tiom such combination or to each of the separate principal amounts resulting from such 
subdivision, as the case may be. 

“Trust” means The Doris Duke Trust, a trust established by James B. Duke by Indenture dated December 11, 1924 for the 
benefit of certain relatives. 

“ULH&P First Mortgage Trust Indenture” means the first mortgage trust indenture, dated as of February I ,  1949, between 
Duke Energy Kentucky and The Bank ofNew York (successor to living Trust Company), as trustee, as amended, modified or 
supplemented from time to time, and any successor or replacement mortgage trust indenture. 

“Unfunded Vested Liabilities” means, with respect to any Plan at any time, the amount (if any) by which (i) the present 
value ofall benefits under such Plan exceeds (ii) the fair market value of all Plan assets allocable to such benefits, 
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all determined as of the then most recent valuation date for such Plan, but only to the extent that such excess represents a potential 
liability of a member of the ERISA Group to the PBGC or the Plan under Title IV of ERISA. 

“United States” means the United States of America, including the States and the District of Columbia, but excluding its 
territories and possessions. 

“Utilization 1,imits” means the requirements that (i) for any Bank, the aggregate outstanding principal amount of its Loans 
(other than Swingline Loans) to all Borrowers hereunder plus the aggregate amount of its Letter of Credit Liabilities plus its Swingline 
Exposure shall at no time exceed the amount of its Commitment and (ii) for any Borrower, the aggregate outstanding principal amount 
of L,oans to such Borrower plus the aggregate amount of Letter of Credit Liabilities in  respect of Letters of Credit issued for its 
account shall at no time exceed its Sublimit. 

“Wachovia” means Wachovia Bank, National Association 

Section 1.02 .Iccoio?/rrig Terms atid De/ermrnn/ions Unless otherwise specified herein, all accounting terms used herein shall be interpreted, all 
accounting determinations hereunder shall he made, and all financial statements required to he delivered hereunder shall be prepared in accordance with 
generally accepted accounting principles as in effect from time to time, applied on a basis consistent (except for changes concurred in by the relevant Borrower’s 
independent public accountants) with the most recent audited consolidated financial statements of such Borrower and its Consolidated Subsidiaries delivered to 
the Banks 

Section 1.03 %pes 0j6bt’I”OlVr~7g,s The term “Borrowing” denotes the aggregation oiL.oans of one or more Banks to be made to a single 
Borrower pursuant to Article 2 on a single date and for a single Interest Period Borrowings are classified for purposes of this Agreement by reference to tlie 
pricing ofLoans comprising such Borrowing (e g , a “Euro-Dollar Borrowing” is a Borrowing comprised of Euro Dollar Loans) 

ARTICLE 2 
THE CREDITS 

Section 2.01 Cornmifmerits /o Lerid (a) Revohing Credi/ Loans During its Revolving Credit Period, each Bank severally agrees, on the terms 
and conditions set forth in this Agreement, to make loans to each Borrower pursuant to this subsection from time to time, provided that, immediately aficr each 
such loan is made, the Utilization Limits are not exceeded Each Borrowing under this subsection shall be in an aggregate principal amount of $10,000,000 or 
any larger 
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multiple of $1,000,000 (except that any such Borrowing may be in the aggregate amount available in accordance with Section 3.02(b)) 
and shall be made from the several Banks ratably in proportion to their respective Commitments in effect on the date of Borrowing; 
provided that, if the Interest Period selected by the Borrower for a Borrowing would otherwise end after the Commitment Termination 
Dates of some but not all Banks, the Borrower may in  its Notice of Borrowing elect not to borrow from those Banks whose 
Commitment Termination Dates fall prior to the end of such Interest Period. Within the foregoing limits, the Borrowers may borrow 
under this subsection (a), or to the extent permitted by Section 2.1 1, prepay Loans and reborrow at any time during the Revolving 
Credit Periods under this subsection (a). 

(b) Tern7 Loans. Each Bank severally agrees, on the terms and conditions set forth in this Agreement, to make a loan to 
each Borrower on its Commitment Termination Date; provided that, immediately after each such loan is made, the IJtilimtion Limits 
are not exceeded; and provided$rrthei. that no Bank shall be obligated to make a loan pursuant to this subsection if any Commitment 
shall have been extended pursuant to Section 2.01(c) to a date later than the Commitment Termination Date of such Bank. Each 
Borrowing under this Section Z.Ol(b) shall be made from the several Banks having the same Commitment Termination Date ratably in 
proportion to their respective Commitments. 

(c) Extension oJ’Conimi/nien~s. (i) The Company may, upon notice to the Administrative Agent not less than 60 days but 
no more than 90 days prior to any anniversary of the Effective Date, propose to extend the Commitment Termination Dates for an 
additional one-year period measured from the Commitment Termination Dates then in effect. The Administrative Agent shall 
promptly notify the Banks of receipt of such request. Each Bank shall endeavor to respond to such request, whether affirmatively or 
negatively (such determination in the sole discretion of such Bank), by notice to the Company and the Administrative Agent within 30 
days. Subject to the execution by the Borrowers, the Administrative Agent and such Banks o f a  duly completed Extension Agreement 
in substantially the form of Exhibit E, the Commitment Termination Date applicable to the Commitment of each Bank so affirmatively 
notifying the Company and the Administrative Agent shall be extended for the period specified above; provided that no Cornniitment 
Termination Date of any Bank shall be extended unless Banks having Commitments in an aggregate amount equal to at least 51% in 
aggregate amount of the Commitments in effect at the time any such extension is requested shall have elected so to extend their 
Comm i tin en ts. 

(ii) Any Bank which does not give such notice to the Company and the Administrative Agent shall be deemed to have 
elected not to extend as requested, and the Commitment of each non-extending Bank shall terminate on its 
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Commitment Termination Date determined without giving effect to such requested extension. The Company may, in accordance with 
Section 8.06, designate another bank or other financial institution (which may be. but need not be, an extending Bank) to replace a 
non-extending Bank. On the date of termination of any Bank’s Commitment as contemplated by this paragraph, the respective 
participations of the other Banks in all outstanding Lxtters of Credit and Swingline Loans shall be redetermined on the basis of their 
respective Commitments after giving effect to such termination, and the participation tlierein of the Bank whose Commitment is 
terminated shall terminate; provided that the Borrowers shall. if and to the extent necessary to permit such redetermination of 
participations in Letters of Credit and Swingline Loans within the limits of the Commitments which are not terminated, prepay on 
such date all or a portion of the outstanding Revolving Credit Loans, and such redetermination and termination of participations in 
outstanding Letters of Credit and Swingline Loans shall be conditioned upon their liaving done so. 

Section 2.02 Nolice ojBofroismgs The Borrower shall give the Administrative Agent notice (a “Notice of  Borrowing”) not later than 1 I 00 
A M (Eastern time) on (x) the date of each Base Rate Borrowing and (y) the third Euro-Dollar Business Day before each Euro-Dollar Borrowing, specifjung 

(a) the date of such Borrowing, which shall be a Domestic Business Day in the case of a Domestic Borrowing or a 
Euro-Dollar Business Day in the case of a Euro-Dollar Borrowing; 

(b) the aggregate amount of such Borrowing: 

(c) whether the Loans comprising such Borrowing are to bear interest initially at the Base Rate or a Euro-Dollar Rate; 

(d) in the case of a Euro-Dollar Borrowing, the duration of the initial Interest Peiiod applicable thereto. subject to the 
provisions of the definition of Interest Period; and 

( e )  if applicable, the designation contemplated by the definition of Borrower Maturity Date. 

LJnless the Borrower shall have given notice to Administrative Agent not later than I 1  :OO A.M. (Eastern time) on the date on which 
any payment of a Reimbursement Obligation is due to an Issuing Bank or on the scheduled date of maturity of a Swingline Loan to 
the effect that the Borrower will make such payment with funds ftom another source, the Borrower shall be deemed to have given a 
Notice of Borrowing for a Base Rate Borrowing on such date in the minimum amount permitted by Section 2.01 that equals or 
exceeds the amount of such Reimbursement Obligation or Swingline Loan. 
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Section 2.03 Notice fo Bfl~7k.7. Fimding of L,oans (a) Upon receipt (or deemed receipt) o f a  Notice of Borrowing, the Administrative Agent shall 
promptly notify each Bank of the contents thereof and of such Bank’s share (if any) of such Borrowing and such Notice of Borrowing shall not thereafter be 
revocable by the Borrower 

(b) Not later than 1 :00 P.M. (Eastern time) on the date of each Borrowing, each Bank participating therein shall (except 
as provided in subsection (c) of this Section) make available its share of such Borrowing, in Federal or other immediately available 
funds, to the Administrative Agent at its address specified in or pursuant to Section 9.01. Unless the Administrative Agent determines 
that any applicable condition specified in  Article 3 has not been satisfied, tlie Administrative Agent will make the finds so received 
from the Banks available to the Borrower at the Administrative Agent’s aforesaid address; provided that to tlie extent that all or a 
portion of such Borrowing is to be applied to a Reimbursement Obligation or a Swingline Loan of the Borrower as contemplated by 
Sections 2.02 and 2.18(b), the Administrative Agent shall distribute to the applicable Issuing Bank or the Swingline Bank, as the case 
may be, tlie appropriate portion of such funds. 

(c) IJnless the Adniinistrative Agent shall have received notice from a Bank prior to 1 :00 P.M. (Eastern time) on the date 
of any Borrowing that such Bank will not make available to the Administrative Agent such Bank’s share of such Borrowing, the 
Administrative Agent may assume that such Bank has made sucli share available to tlie Administrative Agent on the date of such 
Borrowing in accordance with subsection (b) of this Section 2.03 and the Administrative Agent may, in reliance upon such 
assumption, make available to the Borrower on such date a corresponding amount. If and to tlie extent that such Bank shall not have 
so made such share available to the Administrative Agent, such Bank and, if such Bank shall not have made sucli payment within two 
Domestic Business Days of demand therefor, tlie Borrower severally agree to repay to the Administrative Agent forthwith on demand 
such corresponding amount togetlier with interest thereon, for each day from the date such amount is made available to the Borrower 
until the date such amount is repaid to the Administrative Agent, at (i) in the case of the Borrower, a rate per annum equal to the 
liighcr of tlie Federal Funds Rate and tlie interest rate applicable thereto pursuant to Section 2.06 and (ii) in  the case of such Bank, the 
Federal Funds Rate. If such Bank shall repay to the Administrative Agent such corresponding amount, such amount so repaid shall 
constitute such Bank’s Loan included in such Borrowing for purposes of this Agreement. 

(d) The failure of any Bank to make the Loan to be made by it as part of any Borrowing shall not relieve any other Bank 
of its obligation, if any, hereunder to make a Loan on the date ol‘sucli Borrowing, but no Bank shall be responsible for tlie failure of 
any other Bank to make a Loan to be made by such other Bank. 
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Section 2.04. Registry. Notes (a) The Administrative Agent shall maintain a register (the “Register”) on which it will record the Commitment of 
each Bank, each L.oan made by such Bank and each repayment of any Loan made by such Bank Any such recordation by the Administrative Agent on tlie 
Register shall be conclusive, absent manifest error Failure to make any such recordation, or any error in such recordation, shall not affect the Borrowers’ 
obligations hereunder 

(b) Each Borrower hereby agrees that, promptly upon the request of any Bank at any time, such Borrower shall deliver to 
such Bank a duly executed Note, in substantially the form of Exhibit A hereto, payable to the order of such Bank and representing the 
obligation of such Borrower to pay the unpaid principal amount of tlie Loans made to such Borrower by such Bank, with interest as 
provided herein on the unpaid principal amount from time to time outstanding. 

(c) Each Bank shall record the date, amount and maturity of each Loan (including Swingline Loans) made by it and the 
date and amount of each payment of principal made by the Borrower with respect thereto, and each Bank receiving a Note pursuant to 
this Section, if such Bank so elects i l l  connection with any transfer or enforcement of its Note, may endorse on the schedule forming a 
part thereof appropriate notations to evidence the foregoing information with respect to each such Loan then outstanding; provided 
that the failure of such Bank to make any such recordation or endorsement shall not affect the obligations of any Borrower hereunder 
or under the Notes. Such Bank is hereby irrevocably authorized by each Borrower so to endorse its Note and to attach to arid make a 
part of its Note a continuatioil of any such schedule as and when required. 

Section 2.05 n//a/zo.rty ofLoans, Effect ojCash Collaterali:atron ofletters ojCredif (a) Each Revolving Credit Loan made by any Bank shall 
mature, and the principal amount thereof shall be due and payable together with accrued interest thereon, on the earlier of the Commitment Termination Date of 
such Bank and the applicable Borrower Maturity Date (ifany) 

(b) Each Term Loan of each Bank shall mature, and the principal amount thereof shall be due and payable, together with 
accrued interest thereon, on the Final Maturity Date of such Bank. 

Section 2.06 Interest Rates (a) Each Base Rate Loan shall bear interest on the outstanding principal amount thereof, for each day from the date 
such Loan is made until it becomes due, at a rate per annum equal to the Base Rate for sticli day Such interest shall be payable quarterly in arrears on each 
Quarterly Payment Date, at maturity and on tlie date oftennination of the Commitments in their entirety Any overdue principal o f o r  overdue interest on any 
Base Rate L.oan shall bear interest, payable on demand, for each day until paid at a rate per annum equal to the sum of 1% plus the Base Rate for such day 
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(13) Each Euro-Dollar Loan shall bear interest on the outstanding principal amount thereof, for each day during each 
Interest Period applicable thereto, at a rate per annum equal to the sum of the Applicable Margin for such day plus the London 
Interbank Offered Rate applicable to such Interest Period. Such interest shall be payable for each Interest Period on the last day thereof 
and, if such Interest Period is longer than three months, at intervals of three months after the first day thereof. 

The “London Interbank Offered Rate” applicable to any Interest Period means the rate appeal irig on Page 3750 of the 
Telerate Service Company (or on any successor or substitute page of such service, or any successor to or substitute for such service, 
providing rate quotations comparable to those currently provided on such page of the Telerate Setvice, as may be nominated by the 
British Bankers’ Association for purposes of providing quotations of interest rates applicable to U.S. dollar deposits i n  the London 
interbank market) as of 11:OO A.M (London time) two Euro-Dollar Business Days prior to the commencement of such Interest Period, 
as the rate for U S .  dollar deposits with a maturity comparable to such Interest Period. In the event that such rate is not so available at 
such time for any reason, then the “L,ondon Interbank Offered Rate” for such Interest Period shall be the average (rounded upward, 
ifnecessary, to the next higher 1/16 of 1%) of the respective rates per annum at which deposits in  US. dollars are offered to each of 
the Euro-Dollar Reference Banks in the London interbank market at approximately I 1:OO A.M. (London time) two Euro-Dollar 
Business Days before the first day of such Interest Period in an amount approximately equal to the principal amount of the Loan of 
such Euro-Dollar Reference Bank to which such Interest Period is to apply and for a period of time comparable to such Interest 
Period. If any Euro-Dollar Reference Bank does not furnish a timely quotation, the Administrative Agent shall determine the relevant 
interest rate on the basis of the quotation furnished by the remaining Euro-Dollar Reference Bank or, if none of such quotations is 
available on a timely basis, the provisions of Section 8.01 shall apply. 

(c) Any overdue principal ofor  overdue interest on any Euro-Dollar Loan shall bear interest, payable on demand, for 
each day from and including the date payment thereof was due to but excluding the date of actual payment, at a rate per annum equal 
to the sum of I % plus the higher of (i) the sum of the Applicable Margin for such day plus the London Interbank Offered Rate 
applicable to such Loan at the date such payment was due and (ii) the Base Rate for such day. 

(d) The Administrative Agent shall determine each interest rate applicable to the Loans hereunder. The Administrative 
Agent shall give prompt notice to the Borrower and the participating Banks by telecopy, telex or cable of each rate of interest so 
determined, and its determination thereof shall be 
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conclusive in tlie absence of manifest error unless the Borrower raises an objection thereto wilhin five Dornestic Business Days after 
receipt of such notice. 

Section 2.07 Fees (a) Fucrlrty Fee3 Each Borrower sliall pay to the Administrative Agent, for the account of the Banks ratably in proportion to 
their related Borrower Exposures, a facility fee calculated for each day at the Facility Fee Rate for such day (determined in  accordance with the Pricing Schedule) 
on the aggregate amount of the related Borrower Exposures on such day Such facility fee shall accrue for each day from and including the Effective Date but 
excluding the day on which the related Borrower Exposures are reduced to zero 

(b) Letter ofCredit Fees The Borrower sliall pay to the Administrative Agent (i) for the account of the Banks ratably a 
letter of credit fee accruing daily on the aggregate amount then available for drawing under all outstanding Letters of Credit at a rate 
per annum equal to the then applicable Applicable Margin and (ii) for the account of each Issuing Bank a letter of credit fionting fee 
accruing daily on the aggregate amount then available for drawing under all Letters of Credit issued by such Issuing Bank at a rate per 
annum of 0.10% (or such other rate as may be mutually agreed from time to time by the Borrower and such Issuing Bank). 

(c) Payments. Accrued fees under this Section for the account of any Bank shall be payable quarterly in arrears on each 
Quarterly Payment Date and upon such Bank’s Commitment Termination Date and Final Maturity Date (and. if later. the date the 
Borrower Exposure of such Bank in respect of any Borrower is reduced to zero). 

Section 2.08 Optional Terminulion of Redzrcfion ojSub/iniifs, Changes to Sub/units (a) The Company may, upon not less than three Domestic 
Business Days’ notice to the Administrative Agent, reallocate amounts of the Commitments among the respective Sublimits of the Borrowers ( i  e , reduce the 
Sublimits of one or more Borrowers and increase the Sublimits of one or more other Borrowers by the same aggregate amount); provided (i) each Subliinit shall 
be a multiple of 55,000,000 at all times, (ii) a Borrower’s Subliinit may not be reduced to an amount less than tlie sun1 of the aggregate outstanding principal 
amount o f  Loans to such Borrower plus the aggregate amount of Letter of Credit Liabilities in respect of Letters of Credit issued for its account, (iii) a 
Borrower’s Subliinit may not be increased to an amount greater than its Maxiiiium Sublimit, (iv) the sum of the Sublimits of the respective Borrowers shall at all 
times equal the aggregate amount of the Commitments and (v) any such increase io a Borrower’s Sublimit shall be accompanied or preceded by evidence 
reasonably satisfactory to the Administrative Agent as to appropriate corporate authorization therefor 
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(b) Each Borrower other than the Company may, upon at least three Domestic Business Days’ notice to the 
Administrative Agent, reduce its Sublimit (i) to zero, if no Loans to it or Letter of Credit Liabilities for its account are outstanding or 
(ii) by an amount of $5,000,000 or any larger multiple of $5,000,000 so long as, after giving effect to such reduction, its Sublimit is 
not less than the sum of the aggregate principal amount of Loans outstanding to it and the aggregate Letter of Credit Liabilities 
outstanding for its account. Upon any reduction in  the Sublimit of a Borrower to zero pursuant to this Section 2.08(b), such Borrower 
shall cease to be a Borrower hereunder. The aggregate amount of the Commitments will be automatically and simultaneously reduced 
by the amount of each reduction in any Sublimit pursuant to this Section 2.08(b) or pursuant to Section 6.01. 

Sectioii 2.09 Me/hod ofE/ec/irig h7/eres/ Rates (a) The Loans included in each Borrowing shall bear interest initially at the type of rate specified 
by the Borrower in the applicable Notice ofBorrowing Thereafter, the Borrower may from tiiiie to time elect to change or continue the type of interest rate borne 
by each Group of L,oans (subject in each case to the provisions ofArticle 8 and the last sentence ofthis subsection (a)), as follows 

(i) if such Loans are Base Rate L,oans, the Borrower may elect to convert such Loans to Euro-Dollat 
Loans as of any Euro-Dollar Business Day; and 

(ii) if such Loans are Euro-Dollar Loans, the Borrower may elect to convert such L,oans to Base Rate 
Loans or elect to continue such Loans as Euro-Dollar L,oans for an additional Interest Period, subject to Section 2.1 3 in the 
case of any such conversion or continuation effective on any day other than the last day of the then current Interest Period 
applicable to such Loans. 

Each such election shall be made by delivering a notice (a “Notice of Interest Rate Election”) to the Administrative Agent not later 
than 11:OO A.M. (Eastern time) on the third Euro-Dollar Business Day before the conversion or continuation selected in such notice is 
to be effective. A Notice of Interest Rate Election may, if it so specifies, apply to only a portion of the aggregate principal amount of 
the relevant Group of Loans; provided that (i) such portion is allocated r-atably among the Loans comprising such Group and (ii) the 
portion to which such notice applies, and the remaining portion to which it does not apply, are each $10,000,000 or any larger multiple 
of $1,000,000, 

(b) Each Notice of Interest Rate Election shall specify: 

(i) the Group of Loans (or portion thereof) to which such notice applies; 
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(ii) the date on which the conversion or continuation selected in such notice is to be effective, which shall 
comply with the applicable clause of subsection 2.09(a) above; 

(iii) i f  the Loans comprising such Group are to be converted, the new type of Loans and, if the Loans being 
converted are to be Euro-Dollar Loans, the duration of the next succeeding Interest Period applicable thereto; and 

(iv) 
such additional Interest Period. 

if such Loans are to be continued as Euto-Dollar Loans for an additional Interest Period, the duration of 

Each Interest Period specified in a Notice of Interest Rate Election shall comply with the provisions of the definition of the terni 
“Interest Period”. 

(c) Promptly after receiving a Notice of Interest Rate Election from the Borrower pursuant to subsection 2.09(a) above, 
the Administrative Agent shall notify each Bank of the contents thereof and such notice shall not thereafter be revocable by the 
Borrower: If no Notice of Interest Rate Election is timely received prior to the end of an Interest Period for any Group of Loans, the 
Borrower shall be deemed to have elected that such Group of Loans be converted to Base Rate Loans as of the last day of such Interest 
Period. 

(d) An election by the Borrower to change or continue the rate of interest applicable to any Group of Loans pursuant to 
this Section shall not constitute a “Borrowing” subject to the provisions of Section 3 02 

Section 2. I O  h~/uriu‘u/ory Tetern~ma/ron oJConrnir/merr/s The Commitment of each Bank shall terminate on such Bank’s Cotnmltment Termmatton 
Date 

Section 2.1 1 Oplroriul Prepuy~iie~its (a) The Borrower may (i) upon notice to the Administrative Agent not later than 1 I .OO A M (Eastern time) 
on any Domestic Business Day prepay on such Domestic Business Day any Group of Base Rate L,oans and (ii) upon at least tliree Euro-Dollar Business Days’ 
notice to the Administrative Agent not later than 1 1  .OO A M (Eastern time) prepay any Group of Euro-Dollar L-oans, in each case in whole at any time, or from 
time to time in part in amounts aggregating $5,000,000 or any larger multiple of $1,000,000, by paying the principal amount to be prepaid together with accrued 
interest thereon to the date of prepayment and together with any additional amounts payable pursuant to Section 2 13 Each such optional prepayment shall be 
applied to prepay ratably the Loans ofthe several Banks included in such Group or Borrowing 
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(b) Upon receipt of a notice of prepayment pursuant to this Section, the Administrative Agent shall promptly notifL 
each Bank of the contents thereof and of such Bank’s share (if any) of such prepayment and such notice shall not thereafter be 
revocable by the Borrowel-. 

Section 2.1 2. Gener-alfrovisions as lo fay,nenfs (a) The Borrower shall make each payment of principal of, and interest on, the Loans and of 
fees hereunder, not later than 1 .OO P M  (Eastern time) on the date when due, i n  Federal or other funds immediately available in New York City, to the 
Administrative Agent at its address referred to in Section 9 01 and without reduction by reason of any set-off, counterclaim or deduction of any kind The 
Administrative Agent will promptly distribute to each Bank in like funds its ratable share of each such payment received by the Adininistrative Agent for the 
account of the Banks Whenever any payment of principal of, or interest on, the Base Rate Loans, Swingline Loans or Letter of Credit Liabilities or of fees shall 
be due on a day which is not a Domestic Business Day, the date for payment thereof shall be extended to the next succeeding Domestic Business Day Whenever 
any payment of principal of; or interest on, the Euro-Dollar Loans shall be due on a day which is not a Euro-Dollar Business Day, the date for payment thereof 
shall be extended to the next succeeding Euro-Dollar Business Day unless such Euro-Dollar Business Day falls in another calendar month, in which case the date 
for payment thereof shall be the next preceding Euro-Dollar Business Day Ifthe date for any payment of principal is extended by operation of law or othenvise, 
interest thereon shall be payable for such extended time 

(h) LJnless the Administrative Agent shall have received notice from the Borrower prior to the date on which any 
payment is due to the Banks hereunder that the Borrower will not make such payment in full, the Administrative Agent may assume 
that the Borrower has made such payment in full to the Administrative Agent on such date and the Administrative Agent may, in 
reliance upon such assumption, cause to be distributed to each Banlc on such due date an amount equal to the amount then due such 
Bank If  and to the extent that the Borrower shall not have so made such payment, each Bank shall repay to the Administrative Agent 
forthwith on demand such amount distributed to such Bank together with interest thereon, for each day from the date such amount is 
distributed to such Bank until the date such Bank repays such amount to the Administrative Agent, at the Federal Funds Rate. 

Section 2.1 3 Funding Losses If the Borrower inakes any payinent of principal with respect to any Euro-Dollar Loan or any Euro-Dollar Loan IS 

converted to a Base Rate Loan or continued as a Euro-Dollar Loan for a new Interest Period (pursuant to Article 2 , 6  or 8 or otherwise) on any day other than the 
last day of an Interest Period applicable thereto, or it the Borrower fails to borrow, prepay, convert or continue any Euro-Dollar Loans after notice has been given 
to any Bank in accordance with Section 2 03(a), 2 09(c) or 2 1 I(b), the 
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Borrower shall reimburse each Bank within 15 days after demand for any resulting loss or expense incurred by it (or by an existing or 
prospective Participant in the related Loan), including (without limitation) any loss incurred in obtaining, liquidating or employing 
deposits from third parties, but excluding loss of margin for tlie period after any such payment or conversion or failure to borrow, 
prepay, convert or continue; provided that such Bank shall have delivered to the Borrower a certificate setting forth in  reasonable 
detail the calculation of tlie amount of such loss or expense, which certificate shall be conclusive in tlie absence of manifest error. 

Section 2 14 Conipir/ntroti ofhletest ai.tdFees Interest based on the Base Rate or the LJBOR Market Index Rate and facility fees hereunder shall 
be computed on the basis of a year of 365 days (or 366 days in a leap year) and paid for the actual number of days elapsed (including the first day but excluding 
the last day) All other interest and Letter of Credit fees shall be computed on the basis of a year of 360 days and paid for the actual number of days elapsed 
(including the first day but excluding the last day) 

(a) Subject to the terms and conditions hereof, each Issuing Bank agrees to issue Letters of Credit hereunder from time 
to time before its Commitment Termination Date upon tlie request and for the account of any Borrower; provided that. immediately 
after each Letter of Credit is issued, (i) the Utilization Limits shall not be exceeded and (ii) the aggregate amount of the Letter of 
Credit L,iabilities shall not exceed $1,000,000,000. 1Jpon the date of issuance by the Issuing Bank of a Letter of Credit, the Issuing 
Bank shall be deemed, without further action by any party Iiercto, to have sold to each Bank, and each Bank shall be deemed, without 
further action by any party hereto, to have purchased f k m  the Issuing Bank, a participation to the extent of its Percentage in such 
Letter of Credit and the related Letter of Credit Liabilities. 

(b) The Borrower shall give the Issuing Bank notice at least three Domestic Business Days prior to the requested 
issuance o f a  Letter of Credit, or in the case o f a  Letter of Credit substantially in the form of Exhibit G. at least one Business Day prior 
to tlie requested issuance of such Letter of Credit. spccifying the date such L,etter of Credit is to be issued and describing the terms of 
such Letter of Credit (such notice, including any such notice given in connection with tlie extension of a Letter of Credit, a “Notice of 
Issuance”), substantially in tlie form of Exhibit F, appropriately completed. Upon receipt of a Notice of Issuance, tlie Issuing Bank 
shall promptly notify the Administrative Agent, and the Administrative Agent shall promptly notify each Bank of the contents thereof 
and of the amount of such Bank’s participation in such Letter of Credit. The issuance by the Issuing Bank of each Letter of Credit 
shall, in addition to tlie conditions precedent set forth i n  Article 3, be subject to tlie conditions precedent that such 
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Letter of Credit shall be denominated i n  IJS.  dollars and shall be in such form and contain such terms as shall be reasonably 
satisfactory to the Issuing Bank Unless othetwise notified by the Administrative Agent, the Issuing Bank may, but shall not be 
required to, conclusively presume that all conditions precedent set forth in Article 3 have been satisfied. The Borrower shall also pay 
to each Issuing Bank for its own account issuance, drawing, amendment and extension charges in the amounts and at the times as 
agreed between tlie Borrower and such Issuing Bank. Except for non-substantive amendments to any Letter of Credit for the purpose 
of correcting errors or ambiguities or to allow for administrative convenience (which amendments each Issuing Bank may make in its 
discretion with the consent of the Borrower), the amendment, extension or renewal of any Letter of Credit shall be deemed to be an 
issuance of such Lztter of Credit. I f  any Letter of Credit contains a provision pursuant to which it is deemed to be automatically 
renewed unless notice of termination is given by the Issuing Bank of such Letter of Credit, the Issuing Bank shall timely give notice of 
termination if (i) as of close of business on the seventeenth day prior to the last day upon which the Issuing Bank’s notice of 
termination may be given to the beneficiaries of such Letter of Credit, the Issuing Bank has received a notice of termination from the 
Borrower or a notice from the Administrative Agent that the conditions to issuance of such Letter of Credit have not been satisfied or 
(ii) the renewed Letter of Credit would have a term not permitted by subsection (c) below. 

(c) No Letter of Credit shall have a term extending beyond the first anniversary of the Commitment Termination Date 
of the applicable Issuing Bank. 

(d) LJpon receipt fiom the beneiiciary of any applicable Letter of Credit of any notice of a drawing under such L,etter of 
Credit, the Issuing Bank shall notify the Administrative Agent and the Administrative Agent shall promptly notify the Borrower and 
each other Bank as to the amount to be paid as a result of such demand or drawing and the payment date. The Borrower shall be 
irrevocably and unconditionally obligated forthwith to reimburse the Issuing Bank lor any amounts paid by the Issuing Bank upon any 
drawing under any L,etter of Credit without presentment, demand, protest or other formalities of any kind. All such amounts paid by 
the Issuing Bank and remaining unpaid by the Borrower shall bear interest, payable on demand, for each day until paid at a rate per 
annum equal to the Base Rate for such day plus, if such amount remains unpaid for more than two Domestic Busincss Days. 1%. I n  
addition, each Bank will pay to the Administrative Agent, for the account ofthe applicable Issuing Bank, immediately upon such 
Issuing Bank’s demand at any time during the period commencing after such drawing until reimbursement therefor in full by the 
Borrower, an amount equal to such Bank’s ratable share of such drawing (in proportion to its participation therein), together with 
interest on such amount for each day from the date of the Issuing Bank’s demand for such payment (01, if such demand is made after 
12:OO Noon (Eastern time) on such date, from the next 

26 

Source: Duke Energy Ohio, In, 8-K, July 05, 2007 



succeeding Domestic Business Day) to the date of payment by such Bank of such amount at a rate of interest pet annum equal to the 
Federal Funds Rate and, if such amount remains unpaid for more than five Domestic Business Days after the Issuing Bank’s demand 
for such payment, at a rate of interest per annum equal to the Base Rate plus 1%. The Issuing Bank will pay to each Bank ratably all 
amounts received from the Borrower for application in payment of its reimbursement obligations in respect of any Letter of Credit, but 
only to the extent such Bank has made payment to the Issuing Bank i n  respect of such Letter of Credit pursuant hereto. 

(e) The obligations of the Borrower and each Bank under subsection 2.15(d) above shall be absolute, unconditional 
and irrevocable, and shall be performed strictly i n  accordance with the terms of this Agreement, under all circumstances whatsoever, 
including without limitation the following circumstances: 

(i) the use which may be made of the Letter of Credit by, or any acts or omission of, a beneficiary of a 
Letter of Credit (or any Person for whom the beneficiary may be acting); 

(ii) the existence of any claim, set-off, defense or other rights that the Borrower may have at any time 
against a beneficiary of a Letter of Credit (or any Person for whom the beneficiary may be acting), the Banks (including the 
Issuing Bank) or any other Person, whether in connection with this Agreement or the Letter of Credit or any document 
related hereto or thereto or any unrelated transaction; 

(iii) any statement or any other document presented under a Letter of Credit proving to be forged, 
fraudulent or invalid in any respect or any statement therein being untrue or inaccurate in any respect whatsoever; 

(iv) payment under a Letter of Credit to the beneficiary of such Letter of Ciedit against presentation to the 
Issuing Bank o fa  draft or certificate that does not comply with the terms of the Letter of Credit; provided that the 
determination by the Issuing Bank to make such payment shall not have been the result of its willful misconduct or gross 
negligence; or 

(v) any other act or omission to act or delay of any kind by any Bank (including the Issuing Bank), the 
Administrative Agent or any other Person 01 any other event or circumstance whatsoever that might, but for the provisions of 
this subsection (v), constitute a legal or equitable discharge of the Borrower’s or the Bank’s obligations hereunder. 
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(f) The Borrower hereby indemnifies and holds harmless each Bank (including the Issuing Bank) and the 
Administrative Agent from and against any and all claims, damages, losses, liabilities, costs or expenses which such Bank or the 
Administrative Agent may incur (including, without limitation, any claims, damages, losses, liab 
Issuing Bank may incur by reason of or in connection with (i) the failure of any other Bank to fulfill or comply with its obligations to 
such Issuing Batik hereunder (but nothing herein contained shall affect any rights the Borrower may have against such defaulting 
Bank) or (ii) any litigation arising with respect to this Agreement (whether or not the Issuing Bank: shall prevail in such litigation)), 
and none of the Banks (including the Issuing Bank) nor the Administrative Agent nor any of their officers or directors or employees or 
agents shall be liable or responsible, by reason of or in connectioti with the execution and delivery or transfer of or payment or failure 
to pay under any Letter of Credit, including without limitation any of the circumstances enumerated in subsection 2.1 5(e) above, as 
well as (i) any error, omission, interruption or delay in transmission or delivery of any messages, by mail, cable, telegraph, telex or 
otlietwise, (ii) any loss or delay in the transmission ofany document required in order to make a drawing under a Letter of Credit and 
(iii) any consequences arising from causes beyond the control of the Issuing Bank, including, without limitation, any government acts 
or any other circumstances whatsoever, in making or failing to make payment under suc tter of Credit; provided that the Borrower 
shall not be required to indemnify the Issuing Bank for any claims, damages, losses, lia s, costs or expenses, and the Borrower 
shall have a claim for direct (but not consequential) damage suffered by it, to the extent found by a court of competent jurisdiction to 
have been caused by (x) the willful misconduct or gross negligence ofthe Issuing Bank in determining whether a request presented 
under any Letter ofCredit complied with the terms of such Letter ofCredit or (y) the Issuing Bank’s failure to pay under any Letter of 
Credit after the presentation to it of a request strictly complying with the terms and conditions of the Letter of Credit. Nothing in this 
subsection 2.1 S(f)  is intended to limit the obligations of the Borrower under any other provision of this Agreement. To the extent the 
Borrower does not indemniiy the Issuing Bank as required by this subsection, the Banks agree to do so ratably in accordance with 
their Commitments. 

es, costs or expenses which the 

(8) The Issuing Bank shall act on behalf of the Banks with respect to any Letters of Credit issued by it and the 
documents associated therewith, and the Issuing Bank shall have all of the benefits and immunities ( i )  provided to the Administrative 
Agent in Article 7 (other than Sections 7.08 and 7.09) with respect to any acts taken or omissions suffered by the Issuing Bank in 
connection with Letters of Credit issued by it or proposed to be issued by it and the applications and agreements for letters of credit 
pertaining to such Letters of Credit as fully as if the term “Administrative Agent” as used i n  Article 7 included the Issuing Bank 
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with respect to such acts or omissions and (ii) as additionally provided herein with respect to the Issuing Bank. 

(h) On the Effective Date, each Issuing Bank that has issued an Existing Letter of Credit shall be deemed, without 
further action by any party hereto, to have granted to each Bank, and each Bank shall bc deemed, without further action by any party 
hereto, to have acquired from the Issuing Bank, a participation in such Existing Letter of Credit and the related Letter of Credit 
Liabilities in the proportion its respective Commitment bears to the aggregate Commitments, On and after the Effective Date, each 
Existing Letter of Credit shall constitute a Letter of Credit for all purposes hereof. 

Section 2.16 Regu/a/ion D Conipeiisn/iori In the event that a Bank is required to maintain reserves of the type contemplated by tlie definition of 
“Euro-Dollar Reserve Percentage”, such Bank may require the Borrower to pay, contemporaneously with each payment of interest on the Euro-Dollar Loans, 
additional interest on the related Euro-Dollar Loan of such Bank at a rate per annum deterniined by such Bank up to but not exceeding the excess of (i) (A) the 
applicable L.ondon Interbank Offered Rate divided by (B) one niiritrs the Euro-Dollar Reserve Percentage over (ii) the applicable London Interbank Offered Rate 
Any Bank wishing to require payment of such additional interest (x) shall so notify the Borrower and the Administrative Agent, in which case such additional 
interest on the Euro-Dollar Loans ofsuch Bank shall be payable to such Bank at the place indicated in such notice with respect to each Interest Period 
commencing at least three Euro-Dollar Business Days aRer the giving of such notice and (y) shall notify the Borrower at least three Euro-Dollar Business Days 
prior to each date on which interest is payable on the Euro-Dollar Loans of the amount then due it under this Section Each such notification shall be 
accompanied by such information as the Borrower may reasonably request 

“Euro-Dollar Reserve Percentage” means for any day that percentage (expressed as a decimal) which is in effect on such 
day, as prescribed by the Board of Governors of the Federal Resene System (or any successor) for determining the maximum reserve 
requirement for a member bank of the Federal Reserve System i n  New Yorlc City with deposits exceeding five billion dollars in 
respect of “Eurocurrency liabilities” (or in respect of any other category of liabilities which includes deposits by reference to which 
the interest rate on Euro-Dollar Loans is determined or any category of extensions of credit or other assets which includes loans by a 
non-United States office of any Bank to {Jnited States residents). 

Section 2 17 lncrease h i  Contrirrhner7ts. ilddtlronal Banks (a) Subsequent to tlie Effective Date, the Company may, upon at least 30 days’ notice 
to the Administrative Agent (which shall promptly provide a copy ot such notice to the Banks), propose to increase the aggregate amount of the Commitments, 
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pr-oidded that after giving effect to any such increase, the total Commitments shall not exceed $3,900,000,000 (the amount of any such 
increase, the "Increased Commitments"). Each Bank party to this Agreement at such time shall have the right (but no obligation), 
for a period of 15 days following receipt of such notice, to elect by notice to the Company and the Administrative Agent to increase its 
Commitment hereunder. 

(b) If any Bank party to this Agteement shall not elect to increase its Commitment pursuant to subsection (a) ofthis 
Section, the Company may designate another bank or other lenders (which may be, but need not be, one or more of the existing 
Banks) which at the time agree to (i) in the case of any such lendet that is an existing Bank, increase its Commitment and (ii) in the 
case of any other such lender (an "Additional Bank"), become a party to this Agreement. The sum of the increases i n  the 
Commitments of the esisting Banks pursuant to this subsection (b) plus the Commitments of the Additional Banks shall not in the 
aggregate exceed the unsubscribed amount of the lnct eased Commitments. 

(c) An increase in the aggregate amount of the Commitments pursuant to this Section 2.17 shall become effective upon 
the receipt by the Administrative Agent of an agreement in form and substance satisfactory to the Administrative Agent signed by the 
Borrowers, by each Additional Bank and by each other Bank whose Commitment is to be increased, setting forth the new 
Commitments of such Banks and setting forth the agt eement of each Additional Bank to become a party to this Agreement and to be 
bound by all the terms and provisions hereof, together with such evidence of appropriate corporate authorization on the part of the 
Borrowers with respect to the Increased Commitments and such opinions of counsel for the Borrowers with respect to the Increased 
Commitments as the Administrative Agent may reasonably request. 

IJpon any increase in the aggregate amount of the Commitments pursuant to this Section 2.17, (i) the respective Letter of Credit 
Liabilities of the Banks shall be redetermined as of the effective date of such increase and (ii) within five Domestic Business Days, in 
the case of any Group of Base Rate Loans then outstanding, and at the cnd of the then current Interest Period with respect thereto, in 
the case of any Group of Euro-Dollar Loans then outstanding, the Borrower shall prepay such Group of Loans in  its entirety and, to 
the extent the Borrower elects to do so and subject to the conditions specified in Article 3, the Borrower shall reborrow Revolving 
Credit L,oans from the Banks in proportion to their respective Commitments after giving effect to such increase, until such time as all 
outstanding Revolving Credit Loans are held by the Banks in such proportion. In connection with any increase in the aggregate 
amount of the Commitments pursuant to this Section, the respective Sublimits of the Borrowers shall be increased by an equal 
aggregate amount as the Company may direct by notice to the Administrative Agent, subject to the limitations set forth in Section 
2.08( a). 
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Section 2.18 Sivitiglbte Loans (a) Agreemen/ /o Letid From tinie to tinie prior to the Swingline Termination Dale, subject to tlie ternis and 
conditions hereof, the Swingline Bank agrees to make Swingline Loans to each Borrower pursuant to this subsection from time to time; proijided that, 
immediately after each Swingline Loan is made (i) the IJtilization Limits are not exceeded and (ii) the aggregate outstanding principal amount of all Swingline 
Loans does not exceed $200,000,000 Each Swingline Loan shall be in a principal amount of $ I  ,000,000 or any larger multiple thereof No Swingline Loan may 
be used to refinance an outstanding Swingline Loan Within the foregoing limits, the Borrower may borrow under this Section 2 18, prepay Swingline Loans and 
reborrow at any time prior to the Swingline Termination Date under this Section 2 18 

(b) Swinghe  Borroiving Procedure. The Borrower shall give the Swingline Bank notice not later than 2:OO P.M. 
(Eastern time) on the date of each Swingline Loan, specifying the aniount of such Loan and the date of such borrowing, which shall be 
a Domestic Business Day. Not later than 3:OO P.M. (Eastern time) on the date of each Swingline L,oan, the Swingline Bank shall, 
unless it determines that any applicable condition specified in Article 3 has not been satisfied, make available the amount of such 
Swingline Loan, i n  Federal or other immediately available funds, to the Borrower at the Swingline Bank’s address specified in  or 
pursuant to Section 9.01. 

(c) //?/eres~. Each Swingline Loan shall bear interest on the outstanding principal amount thereof, payable at maturity, at 
a rate per annum equal to the sum of the LIBOR Market Index Rate plus the Applicable Margin fot such day (or such other rate per 
annum as the Swingline Bank and the Borrower may mutually agree). Such interest shall be payable at the maturity of such Swingline 
Loan and, with respect to the pi incipal amount of any Swingline Loan prepaid pursuant to subsection (d) or (e) below, upon the date 
of such prepayment. Any overdue principal of or interest on any Swingline Loan shall bear inkiest, payable on demand, for each day 
until paid at a rate per annum equal to the sum ofthe Base Rate for such day plus 1%. 

(d) Mu/uri/y, Mur?duatory Prepayrvent. Each Swingline Loan shall niature, and the principal amount theieof shall be due 
and payable, on the earlier of the date falling ten Domestic Business Days after such Loan is made and the Swingline Termination 
Date. In  addition, on the date of each Borrowing of Revolving Credit Loans putsuant to Section 2.01, the Administrative Agent shall 
apply the proceeds thereof to prepay all Swingline Loans then outstanding. 

( e )  Opfioml Prepoyme/7f. The Borrower may prepay any Swingline Loan in whole at any time, or from time to time in 
part in a principal amount of $1,000,000 or any larger multiple thereof, by giving notice of such prepayment to 
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the Swingline Bank not later than 2:00 P.M. (Eastern time) on the date of prepayment. 

(0 Ezrro-Dollar. Protections. The Swingline Bank shall be entitled to the benefits of Sections 8.03 and 8.04 with respect 
to the Swingline Loans, and solely for this purpose such Swingline Loan shall be deemed to be a Euro-Dollar Loan having an Interest 
Period from and including the date such Swingline Loan was made to but not including its maturity date. 

(8) Pay/ne/7~. All payments to any Swingline Bank under this Section 2.09 shall be made to it at its address specified in 
or pursuant to Section 9.01 in Federal or other immediately available funds, not later than 3:00 P.M. (Eastern time) on the date of 
payment. 

(h) Refunding UnpaidSii~ingline Loans. If (w) any Swingline Loan is not paid in full on its maturity date and the 
Swingline Bank so requests, (x) the Swingline Loans become immediately due and payable pursuant to Article 6, (y) the 
Commitments termitlate at a time any Swingline Loans are outstanding, or (z) requested by the Swingline Bank by written notice 
given to the Administrative Agent not later than 1O:OO A.M. (Eastern time) on any Business Day, the Administrative Agent shall, by 
notice to the Banks (including the Swingline Bank, in its capacity as a Bank), require each Bank to pay to the Administrative Agent 
for the account of the Swingline Bank an amount equal to such Bank’s Commitment Percentage of the aggregate unpaid principal 
amount of tlie Swingline Loans described in clause (w), (x), (y) or (z) above, as the case may be. Such notice shall specify tlie date on 
which such payments are to he made, which shall be the first Domestic Business Day after such notice is given. Not later than 3:OO 
P.M. (Eastern time) on the date so specified. each Bank shall pay the amount so notified to it to the Administrative Agent at its address 
specified in or pursuant to Section 9.01, in  Federal or other funds immediately available in New York City. Promptly upon receipt 
thereof, the Administrative Agent shall remit such amounts to the Swingline Banlc. The amount so paid by each Bank shall constitute 
a Base Rate Loan to the Boriower and shall be applied by the Swingline Bank to repay the outstanding Swingline Loans. 

(i) Purchase of Participa/ions ii7 Siilingline Loans. If at the time Loans would have otherwise been made pursuant to 
Section 2.1 8(h), one of the events described in Section 6.01(g) or Section 6.01(h) with respect to the Borrower shall have occurred and 
be continuing or tlie Commitments shall have terminated, cacli Bank shall, on the date such I,oans would have been made pursuant to 
the notice from the Adniinistrative Agent to the Banks referred to in Section 2. I8(h) (the “Refunding Date”), purcliase an undivided 
participating interest in the relevant Swingline L,oans in  an amount equal to such Bank’s Percentage of the principal amount of each 
such Swingline Loan. On the Refunding Date, each Bank shall 
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transfer to tlie Administrative Agent, for the account of the Swingline Bank, in  immediately available funds, such amount. 

(‘j) Payments on ParlicipntedSi~~iiigline Loam Whenever, at any time after the Swingline Bank has received fiom any 
Bank such Bank’s payment pursuant to Section 2.1 8(i), the Swingline Bank receives any payment on account ofthe Swingline Loans 
i n  which the Banks have put chased participations pursuant to Section 2.1 8(i), its receipt of such payment will be as agent for and for 
the account of each such Bank and the Swingline Bank will promptly distribute to each such Bank its ratable share of such payment 
(appropriately adjusted, in the case of interest payments, to reflect the period of time during which such Bank’s participating interest 
was outstanding and funded); provided that in the event that such payment received by the Swingline Bank is required to be returned, 
each such Bank will return to the Swingline Bank any portion thereof pteviously distributed to it by the Swingline Bank. 

(k) Obligations lo Xejimd or Piitchase Parlicipntioris in Swingfine Loans Absolute Each Bank’s obligation to fund a 
Loan as provided in Section 2.18(h) or to purchase a participating interest pursuant to Section 2.1 8(i) shall be absolute and 
unconditional and shall not be affected by any circumstance, including, without limitation, (i) any set-off, counterclaim, recoupment, 
defense or other right which such Bank, any Borrower or any otlier Person may have against the Swingline Bank or any other Person, 
(ii) the occurrence or continuance of a Default or the termination or reduction of any Commitments, any adverse change in the 
condition (financial or otherwise) of any Borrower or any other Person, any breach of this Agreement by any Borrower, any other 
Bank or any other Person or any other circumstance. happening or event whatsoever, whether or not similar to any of the foregoing. 

ARTICLE 3 
CONDITIONS 

Section 3.01 EJ”edii~eiiess This Agreement shall become effective on the date that each ot the following conditions shall have been satistied (or 
waived i n  accordance with Section 9 05(a)) 

(a) receipt by the Administrative Agent of counterparts hereof signed by each of tlie parties hereto (or, in the case of any 
party as to which an executed counterpart shall not have been received, receipt by the Administrative Agent in  form satisfactory to it 
of telegraphic, telecopy, telex or other written confirmation from such party of execution of a counterpart hereof by such party); 

(b) receipt by tlie Administrative Agent of(i)  an opinion of internal counsel of each Borrower, substantially in  the form 
of Exhibit B-1 hereto and (ii) 
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an opinion of Robinson, Bradsliaw & Hinson, P.A., special counsel for the Borrowers, substantially in the form of Exhibit B-2 liereto. 
and, in each case, covering such additional matters relating to the transactions contemplated hereby as the Required Banks may 
reasonably request; 

(c) receipt by the Administrative Agent of an opinioti of Davis Polk & Wardwell, special counsel for the Agents, 
substantially in tlie form of Exhibit C hereto and covering such additional matters relating to the transactions contemplated hereby as 
the Required Banks may reasonably request: 

(d) receipt by the Administrative Agent of a certificate signed by a Vice President, the Treasurer, an Assistant Treasurer 
or tlie Controller oftlie Company, dated the Effective Date, to the effect set forth in clauses (c) and (d) of Section 3"02; 

(e) receipt by the Administrative Agent of all documents it may have reasonably requested prior to the date hereof 
relating to the existence of the Borrowers, the corporate authority for and the validity ofthis Agreement and the Notes, and any other 
matters relevant hereto, all in form and substance satisfactory to the Administrative Agent; 

(f) rcceipt by the Administrative Agent of evidence satisfactory to it of ( i )  the payment of all principal of and interest on 
any funded amounts outstanding under, and of all accrued fees under, any Existing Agreement and (ii) the written consent of Cinergy 
and any other Person not a party to this Agreement whose consent is required by the terms ot any Existing Agreement for it to be 
validly amended and restated pursuant to this Agreement; and 

(g) receipt by the Administrative Agent for the account of tlie Banks of participation fees as heretofore mutually agreed 
by the Company and the Administrative Agent; 

provided that this Agreement shall not become effective or be binding on any party hereto unless all of the foregoing conditions are 
satisfied not later than July 2,2007. The Administrative Agent shall promptly notify the Company and the Banks of the Effective 
Date, and such notice shall be conclusive and binding on all parties hereto. 

On the Effective Date, the Existing Agrccnients will be automatically amended and restated in their collective entirety to read 
as set forth herein. On and after the Effective Date, the rights and obligations ofthe parties hereto shall be governed by this 
Agreement; provided that the rights and obligations of each party hereto with respect to the period prior to the Effective Date shall 
continue to be governed by tlie provisions oftlie Existing Agreements to which it is a party. The commitment to extend credit of any 
Person which has such a commitment 

34 

Source: Duke Energy Ohio, In, 8-K, July 05, 2007 



under an Existing Agreement but not under this Agreement shall terminate on the Effective Date, and all accrued fees and other 
amounts payable to such Person shall be due on the Effective Date. 

Section 3.02 Borrowings and Issuance oJL.e//ers ofC'rediir The obligation o f  any Bank to make a Loan on the occasion of any Borrowing by any 
Borrower and the obligation of any Issuing Bank to issue (or renew or extend tile term of) any Letter o f  Credit at the request ofany Borrower is subject to the 
satisfaction of the following conditions 

(a) receipt by the Administrative Agent of a Notice of Borrowing as I equired by Section 2.02 or receipt by the Issuing 
Bank of a Notice of Issuance as required by Section 2.15(b), as the case may be; 

(b) the fact that, immediately after such Borrowing or issuance of such Letter of Credit, (i) the Utilization Limits shall not 
be exceeded, (ii) in the case of an issuance of a Letter of Credit the aggregate amount of the Letter of Credit Liabilities shall not 
exceed $1,000,000,000 and (iii) in the case of a Borrowing of a Swingline Loan, the aggregate outstanding principal amount of all 
Swingline Loans shall not exceed $200,000,000; 

(c) the fact that, immediately after such Borrowing or issuance of such Letter of Credit, no Default with respect to the 
Borrower shall have occurred and be continuing; and 

(d) the fact that the representations and warranties ofthe Borrower contained in this Agreement (except the 
representations and warranties set forth in Sections 4.04(c) and 4.06) shall be true on and as of the date of such Borrowing or issuance 
of such Letter of Credit. 

Each Borrowing and issuance o f a  Letter of Credit hereunder shall be deemed to be a represcntation and warranty by the Borrower on 
the date of such Borrowing or issuance as to the facts specified in clauses (b), (c) and (d) ofthis Section. 

ARTICLE 4 
REPRESENTATIONS AND WARRANTIES 

Each Borrower, severally but not jointly, represents and warrants that: 

Section 4.0 1 Organcafion and Poivet: Such Borrower is duly organized, validly existing and in good standing under the laws of the jurisdiction 
of its organization and has all requisite powers and all material governmental licenses, authorizations, consents and approvals required to carry on its business as 
now conducted and is duly qualified to do business in each jurisdiction where such 
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qualification is required, except where the failure so to qualifL would not have a material adverse effect on the business, financial 
position or results of operations of such Borrower and its Consolidated Subsidiaries, considered as a whole. 

Section 4.02 Corporate and Goi,elnt,ientalAirtho,.irotion; No Con/rai~ention The execution, delivery and performance by such Borrower ofthis 
Agreement and the Notes are within such Borrower’s powers, have been duly authorized by all necessary company action, require no action by or in respect of, 
or filing with, any governmental body, agency or official (except for consents, authorizations or filings which have been obtained or made, as the case may be, 
and are in full force and effect) and do not contravene, or constitute a default under, any provision of applicable law or regulation or of the articles of 
incorporation, by-laws, certificate offorniation or the limited liability company agreement of such Borrower or of any agreement, judgment, injunction, order, 
decree or other instrument binding upon such Borrower or result in the creation or imposition of any Lien on any asset of such Borrower or any of its Material 
Subsidiaries 

Section 4.03 Birding E’jcr This Agreement constitutes a valid and binding agreement of such Borrower and each Note, if and when executed 
and delivered by it in accordance with this Agreement, will constitute a valid and binding obligation of such Borrower, in each case enforceable in accordance 
with its terms, except as the same may be limited by bankruptcy, insolvency or similar laws affecting creditors’ rights generally and by general principles of 
equity 

Section 4.04 Financial Irforniatiou (a) The consolidated balance sheet of such Borrower and its Consolidated Subsidiaries as  of December 3 I, 
2006 and the related consolidated statements of income, cash flows, capitalization and retained earnings for the fiscal year then ended, reported on by Deloitte C 
Touche, copies ofwhich have been delivered to each of the Banlts by using such Borrower’s IntraLinks site or othenvise made available, fairly present, in 
conformity with generally accepted accounting principles, the consolidated financial position of such Borrower and its Consolidated Subsidiaries as of such date 
and their consolidated results of operations and cash flows for such fiscal year With respect to the Company, the preceding representation is qualified as 
follows: As disclosed in the Fonn 10-Q ofthe Company dated May 9,2007, for the quarter ended March 3 1,2007, on January 2, 2007, the Company completed 
the spin-off of Spectra Energy, which principally consists of the Company’s foniier Natural Gas Transmission business segment and the Company’s former SO% 
ownership interest i n  DCP Midstream, to the Company’s shareholders The results of operations of these businesses were presented as discontinued operations 
for the three months ended March 31,2006 in the consolidated statement of operations in the Form IO -Q of the Company for the quarter ended March 3 1 ,  2007 
However, since the spin-off did not occur until 2007, the results of operations for these businesses were presented as continuing operations in the 
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consolidated statements of operations in the Form 10-K of the Company for the year ended December 3 I ,  2006. Since the 
consolidated statement of operations for the three months ended March 3 1, 2006 now reflects these businesses as discontinued 
operations, generally accepted accounting principles in the LJnited States ofAmerica require the consolidated statements of operations 
for the periods covered i n  the Form 10-K of the Company for the year ended December 3 1, 2006 to be recast to reflect the results of 
these businesses as discontinued operations in  order to continue to be deemed in compliance with generally accepted accounting 
principles as ofthe date ofthis Agreement. 

(b) The unaudited consolidated balance sheet of such Borrower and its Consolidated Subsidiaries as of March 3 1,  2007 
and the related unaudited consolidated statements of income and cash llows for the three months then ended, copies of which have 
been delivered to each of the Banks by using such Borrower's Intralinks site or otherwise made available, fairly present, in 
conformity with generally accepted accounting principles applied on a basis consistent with the financial statements referred to in 
subsection (a) of this Section, the consolidated financial position of such Borrower and its Consolidated subsidiaries as of such date 
and their consolidated results of operations and changes in financial position for such three-month period (subject to normal year-end 
adjustments and the absence of footnotes). 

(c) Since December 3 1, 2006, there has been no material adverse change in the business, financial position or results of 
ope1 ations of' such Borrower and its Consolidated Subsidiaries, considered as a whole, except (in the case of the Company) to the 
extent the spin-off of Duke Capital may be such a material adverse change. 

Section 4.05 Regrdutiow I/ Such Borrower and its Material Subsidiaries are not engaged in the business of extending credit for the purpose of 
purchasing or carrying margin stock (within the meaning of Regulation LI issued by the Board of Governors ofthe Federal Reserve System) and no proceeds of 
any Borrowing by and no issuance of'L.etters of Credit for the account of such Borrower will be used to purchase or carry any margin stock or to extend credit to 
others for the purpose of purchasing or carrying any margin stock Not more than 25% of the value of the assets of such Borrower and its Material Subsidiaries 
is represented by margin stock 

Section 4 06 Li/igu/ior? Except as disclosed ( I )  i n  the Borrower's annual report on Form 1 O X  for the fiscal year ended December 3 I ,  2006 and its 
quarterly report on Form IO-Q for the period ended March 3 I ,  2007 and (11) in the Company's current report on Form 8-K dated June 25,2007, there is no action, 
suit or proceeding pending against, or to the knowledge of such Borrower threatened against or affecting, such Borrower or any of its Subsidiaries before any 
court or arbitrator or any governmental body, agency or official which would 
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be liltely to be decided adversely to such Borrower or such Subsidiary and, as a result, have a material adverse effect upon the 
business, consolidated financial position or results of operations of such Borrower and its Consolidated Subsidiaries, considered as a 
whole, or which in any manner draws into qucstion the validity of this Agreement or any Note. 

Section 4.07 Cotnpliame wi/h L.mm Such Borrower and each of its Material Subsidiaries is in  compliance in all material respects with all 
applicable laws, ordinances, rules, regulations and requirements o f  governmental authorities (including, witliout limitation, ERISA and Environmental Laws) 
except where (i) non-compliance would not have a material adverse effect on the business, financial position or results of operations of such Borrower and its 
Consolidated Subsidiaries, considered as a whole, or (ii) tlie necessity of compliance therewith is contested in good faith by appropriate proceedings 

Section 4.08 Tmes Such Borrower and its Material Subsidiaries have filed all United States Federal income tax returns and all other material tax 
returns which are required to be filed by them and have paid all taxes due pursuant to such returns or pursuant to any assessment received by such Borrower or 
any such Material Subsidiary except (i) where nonpayment would not have a niaterial adverse effect on the business, financial position or results of operations of 
such Borrower and its Consolidated Subsidiaries, considered as a whole, or (ii) where tlie same are contested in good faith by appropriate proceedings Tlie 
charges, accruals and reserves on the books of such Borrower and its Material Subsidiaries in respect of taxes or other governmental charges are, in the opinion 
of such Borrower, adequate 

ARTICLE 5 
COVENANTS 

Each Borrower, severally but not jointly, agrees that, so long as any Bank has any Committnent hereunder with respect to 
such Borrower or any amount payable hereunder remains unpaid by such Borrower or any Letter of Credit Liabilities remain 
outstanding: 

Section 5.0 I In/or-nin/ion Such Borrower will deliver to each of the Banks 

(a) as soon as available and in  any event within 120 days after the end of each fiscal year of such Borrower, a 
consolidated balance sheet of such Borrower and its Consolidatcd Subsidiaries as of the end of such fiscal year and the related 
consolidated statements of income, cash flows, capitalization and retained earnings for such fiscal year, setting forth in each case in 
comparative form the figures for the previous fiscal year, all repot-tcd on in a manner consistent 
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with past practice and with applicable requirements of tlie Securities and Exchange Commission by Deloitte & Touche or other 
independent public accountants of nationally recognized standing; 

(b) as soon as available and in  any event within 60 days (75 days in the case of Duke Energy Kentucky) after the end of 
each of tlie first three quarters of each fiscal year of such Borrowet, a consolidated balance sheet of such Borrower and its 
Consolidated Subsidiaries as of the end of such quarter and the related consolidated statements of income and cash flows for such 
quarter and for the portion of such Borrower's fiscal year ended at the end of such quarter, setting forth in each case in coniparative 
fot m the figures for the corresponding quarter and the corresponding portion of such Borrower's previous fiscal year, all certified 
(subject to normal year-end adjustments) as to fairness of presentation, generally accepted accounting principles and consistency by 
an Approved Officer of such Borrower; 

(c) within the maximum time period specified for the delivery of each set of financial statements referred to i n  clauses (a) 
and (b) above, a certificate of an Approved Officer ofsucli Borrower (i) setting forth in  reasonable detail tlie calculations required to 
establish whether such Borrower was in compliance with the requirements of Section 5. I O  on the date of such tinancial statements and 
(ii) stating whether any Default exists on the date of such certificate and, if any Default then exists, setting forth the details thereof and 
the action which such Borrower is taking or proposes to take with respect thereto; 

(d) within five days after any officer of such Borrower with responsibility relating thereto obtains Icnowledge of any 
Default, if such Default is then continuing, a certificate of an Approved Officer of sucli Borrower setting forth the details thereof and 
the action which such Borrower is taking oI proposes to talce with respect thereto; 

(e) promptly upon tlie filing thereof, copies of all registration statements (other than tlie exhibits thereto and any 
registration statements on Form S-8 or its equivalent) and reports on Forms IO-K, IO-Q and 8-K (or their equivalents) which such 
Borrower shall have filed with the Securities and Exchange Commission; 

( f )  if and when any member of such Borrower's ERISA Group (i) gives or is required to give notice to tlie PBGC of any 
"reportable event" (as defined in Section 4043 of ERISA) with respect to any Material Plan which might constitute grounds for a 
termination of such Plan under Title IV of ERISA, or Itnows that tlie plan administrator of any Material Plan has given or is required 
to give notice of any such reportable event, a copy of the notice of such teportable event given or required to be given to the PBGC; 
( i i )  receives notice of complete 01 partial withdrawal liability under Title IV ofERISA or notice that any Material Plan is in 
reorganization, is insolvent or has been terminated, a copy of such 
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notice; (iii) receives notice fiom the PBGC under Title 1V of ERISA of an intent to terminate, impose material liability (other than for 
premiums under Section 4007 of ERISA) in respect of, or appoint a trustee to administer any Plan, a copy of such notice; (iv)applies 
for a waiver of the minimum funding standard under Section 412 of the Internal Revenue Code, a copy of such application; (v) gives 
notice of intent to terminate any Material Plan under Section 4041(c) of ERISA, a copy of such notice and other information filed with 
the PBGC; (vi) gives notice of withdrawal from any Material Plan pursuant to Section 4063 of ERISA, a copy of such notice; or (vii) 
fails to make any payment or contribution to any Material Plan or makes any amendment to any Material Plan which has resulted or 
could result in the imposition of a Lien or the posting of a bond or other security, a certificate of the chief financial officer or the chief 
accounting officer of such Borrower setting forth details as to such occurrence and action, if any, which such Borrower or applicable 
member of the ERISA Group is required or proposes to take; 

(8) 

(h)  

promptly, notice of any change in the ratings of such Borrower referred to in the Pricing Schedule; and 

from time to time such additional information tegarding the financial position or business of such Borrower and its 
Subsidiat ies as the Administrative Agent, at the request of any Bank, may reasonably request. 

Information required to be delivered pursuant to these Sections 5.01(a), 5.01(b) and .5.01(e) shall be deemed to have been 
delivered on the date on which such information has been posted on the Securities and Exchange Commission website on the Internet 
at sec.govledauxlsearclies.littii. on such Borrower’s IntraLinks or Syndtrak site or at another website identitied in a notice fiom such 
Borrower to the Banks and accessible by the Banks without charge;providedthat (i) a certificate delivered pursuant to Section 5.01(c) 
shall also be deemed to have been delivered upon being posted to such Borrower’s IntraLinks or Syndtrak site and (ii) such Borrower 
shall deliver paper copies of the information referred to i n  Sections 5.01(a), 5.01(b) and 5.01(e) to any Bank which requests such 
delivety. 

Section 5.02 Paymen/ of Tmes. Such Borrower will pay and discharge, and will cause each of its Material Subsidiaries to pay and discharge, at or 
before maturity, all their tax liabilities, except where (i) nonpayment would not have a material adverse effect on the business, tinancial position or results of 
operations of such Borrower and its Consolidated Subsidiaries, considered as a whole, or (ii) the same may be contested in good faith by appropriate proceedings, 
and will maintain, and will cause each of its Material Subsidiaries to maintain, i n  accordance with generally accepted accounting principles, appropriate reserves 
for the accrual of any of the same 
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Section 5.03 M m W m ? c e  o/Propei@, hsrriance (a) Such Borrower will keep, and will cause each of its Material Subsidiaries to keep, all 
property useful and necessary in Its business in good working order and condition, ordinary wear and tear excepted 

(b) Such Borrower will, and will cause each of its Material Subsidiaries to, maintain (either in the name of such Borrower 
or in such Subsidiaiy’s own name) with financially sound and responsible insurance companies, insurance on all their respective 
properties in at least such amounts and against at least such risks (and with such risk retention) as are usually insured against by 
companies of established repute engaged i n  the same or a similar business; provided that self-insurance by such Borrower or any such 
Material Subsidiary, shall not be deemed a violation of this covenant to the extent that coinpanies engaged in  similar businesses and 
owning similar properties self-insure; and will furnish to the Banks, upon request from the Administrative Agent, information 
presented in reasonable detail as to the insurance so carried. 

Section 5.04 Murn/er~ar~ce ofExis/ence Such Borrower will preserve, renew and keep in full force and effect, and will cause each of its Material 
Subsidiaries to preserve, renew and keep in full force and effect their respective corporate or other legal existence and their respective rights, privileges and 
franchises material to the normal conduct of their respective businesses; provided that nothing in this Section 5 04 shall prohibit the termination of any right, 
privilege or franchise of such Borrower or any such Material Subsidiary or of the corporate or other legal existence of any such Material Subsidiary, or the 
change in form of organization ofsuch Borrower or any such Material Subsidiary, if such Borrower in good faith determines that such termination or change is in 
the best interest of such Borrower, is not materially disadvantageous to the Banks and, in the case of a change in the form o f  organization of such Borrower, the 
Administrative Agent has consented thereto 

Section 5.05 Conipliur~cc wirh Lmvs. Such Borrower will comply, and cause each of its Material Subsidiaries to comply, in all material respects 
with all applicable laws, ordinances, rules, regulations, and requirements of governmental authorities (including, without limitation, ERISA and Environmental 
Laws) except where (i) noncompliance would not have a material adverse effect on the business, financial position or results of operations of such Borrower and 
its Consolidated Subsidiaries, considered as a whole, or (ii) the necessity of compliance therewith is contested in good faith by appropriate proceedings 

Section 5.06 Books nrid Records Such Borrower will Iteep, and will cause each of its Material Subsidiaries to keep, proper books of record and 
account in which full, true and correct entries shall be made of all financial transactions i n  relation to its business and activities in accordance with its customary 
practices, and will permit, and will cause each such Material 
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Subsidiary to permit, representatives of any Bank at such Bank’s expense (accompanied by a representative of such Borrower, if such 
Borrower so desires) to visit any of their respective properties, to examine any of theit respective books and records and to discuss 
their respective affairs, finances and accounts with their respective officers, employees and independent public accountants, all upon 
such reasonable notice, at such reasonable times and as often as may reasonably be desired. 

Section 5.07 Negative Pledge Such Borrower will not create, assume or suffer to exist any Lien on any asset now owned or hereafter acquired by 
it, except 

(a) Liens granted by such Borrower existing as of the Effective Date securing Indebtedness outstanding on the date of 
this Agreement i n  an aggregate principal amount not exceeding $1 00,000,000; 

(b) the Lien of such Borrower’s Mortgage Indenture (if any) securing indebtedness outstanding on the Effective Date or 
issued hereafter; 

(c) any Lien on any asset of any Person existing at the time such Person is merged or consolidated with or into such 
Borrower and not created i n  contemplation of such event; 

(d) any Lien existing on any asset prior to the acquisition thereof by such Borrower and not created in contemplation of 
such acquisition; 

(e) any Lien on any asset securing Indebtedness incurred or assumed for the purpose of financing all or any part of tlie 
cost of acquiring such asset; provided that such Lien attaches to such asset concurrently with or within 180 days after the acquisition 
thereof; 

(f) any Lien arising out of the refinancing, extension, renewal or refunding of any Indebtedness secured by any Lien 
permitted by any of the foregoing clauses of this Section; provided that such Indebtedness is not increased and is not secured by any 
additional assets; 

(8) Liens for taxes, assessments or other governmental charges or levies not yet due or which are being contested in good 
faith by appropriate proceedings and with respect to which adequate reserves or other appropriate provisions are being maintained in 
accordance with generally accepted accounting principles; 

(11) statutory Liens of landlords and Liens of carriers, warehousemen, mechanics. materialmen and other Liens imposed 
by law, created in the ordinary course of business and for amounts not past due for more than 60 days or which are being contested in 
good faith by appropriate proceedings which are sufficient 
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to prevent imminent foreclosure of such Liens, are promptly instituted and diligently conducted and with respect to which adequate 
reserves or other appropriate provisions are being maintained in accordance with generally accepted accounting principles; 

(i) L,iens incurred or deposits made in  the ordinary course of business (including, without limitation, surety bonds and 
appeal bonds) in connection with workers’ compensation, unemployment insurance and other types of social security benefits or to 
secure the performance of tenders, bids, leases, contracts (other than for the repayment of Indebtedness), statutory obligations and 
other similar obligations or arising as a result of progress payments under government contracts; 

(j) easements (including, without limitation, reciprocal easement agreements and utility agreements), rights-of-way, 
covenants, consents, reservations, encroachments, variations and other restrictions, charges or encumbrances (whether or not 
recorded) affecting the use of real property; 

(IC) Liens with respect to judgments and attachments which do not result i n  an Event of Default; 

( I )  Liens, deposits or pledges to secure the performance of bids, tenders, contracts (other than contracts for the payment 
of money), leases (permitted under the terms of this Agrcement), public or statutory obligations, surety, stay, appeal, indemnity, 
performance or other obligations arising i n  the ordinary course of business; 

(in) other Liens including Liens imposed by Environmental Laws arising in the ordinary course of its business which (i) 
do not secure Indebtedness, ( i i )  do not secure any obligation in an amount exceeding $l00,000,000 at any time at which Investment 
Grade Status does not exist as to such Borrower and (iii) do not i n  the aggregate materially detract from the value of its assets or 
materially impair the use thereof in the operation of its business; 

(n) Liens securing obligations under Hedging Agreements entered into to protect against fluctuations in interest rates or 
exchange rates or commodity prices and not for speculative purposes, provided that such Liens run in favor of a Bank hereunder or a 
Person who was, at the time of issuance, a Bank; and 

(0) Liens not othetwise permitted by the foregoing clauses of this Section on assets of such Borrower securing 
obligations in an aggregate principal or face amount at any date not to exceed (i) in the case of each of the Company and Duke Energy 
Carolinas, $500,000,000 and (ii) in the case of each other Borrower, $1 50,000,000. 
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Section 5.08 CotwolIda/ions, Mergers andSnles ofilsse/s Such Borrower will not (i) consolidate or merge with or into any other Person or (ii) 
sell, lease or otherwise transfer, directly or indirectly, Substantial Assets to any Person (other than a Subsidiary of such Borrower); provided that such Borrower 
may merge with another Person if such Borrower is the Person surviving such merger and, after giving effect thereto, no Default shall have occurred and be 
continuing 

Section 5.09 Use of Proceeds The proceeds of the Loans made under this Agreement will be used by such Borrower for its general corporate 
purposes, including liquidity support for outstanding commercial paper and acquisitions None of such proceeds will be used, directly or indirectly, for the 
purpose, wliether immediate, incidental or ultimate, of buying or canying any “margin stock” within the meaning of Regula~ion I1 

Section 5.10. hdeb/edness/Capituli~a/Io~~ Ra/io The ratio of Consolidated Indebtedness of such Borrower to Consolidated Capitalization of such 
Borrower will at no time exceed 65% 

ARTICLE 6 
DEFAULTS 

Section 6.01 Eiwm oJDefaul/ If one or more ofthe following events (“Events of Default”) with respect to a particular Borrower shall have 
occurred and be continuing 

(a) such Borrower shall fail to pay when due any principal of any Loan to it or any Reimbursement Obligation owed by it 
or shall fail to pay, within five days of the due date thereof, any interest, fees or any other amount payable by it hereunder; 

(b) such Borrower shall fail to observe or perform any covenant contained i n  Sections 5.04, 5.07, 5 08, 5.10 or the second 
sentence of 5.09, inclusive; 

(c) such Borrower shall fail to observe or perform any covenant or agreement contained in this Agreement (other than 
those covered by clause (a) or (b) above) for 30 days after notice thereofhas been given to such Borrower by the Administrative 
Agent at the request of any Bank; 

(d) any representation, warranty, certification or statement made by such Borrower in this Agreement or in any 
certificate, financial statement or other document delivered pursuant to this Agreement shall prove to have been incorrect i n  any 
material respect when made (or deemed made); 
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( e )  such Borrower or any of its Material Subsidiaries shall fail to make any payment in respect of Material Debt (other 
than Loans to and Reimbursement Obligations of such Boriower hereunder) when due or within any applicable grace period; 

(f) any event or condition shall occur and shall continue beyond the applicable grace or cure period, if any, provided 
with respect thereto so as to result i n  the acceleration of the maturity of Material Debt; 

(8) such Borrower or any of its Material Subsidiaries shall commence a voluntary case or other proceeding seeking 
liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now 
or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in 
an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall 
admit in writing its inability to, or shall fail generally to, pay its debts as they become due, or shall take any corporate action to 
authorize any of the foregoing; 

(h )  an involuntary case or other proceeding shall be commenced against such Borrower or any of its Material 
Subsidiaries seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other 
similar law now or hereafter i n  effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of 
i t  or any substantial part of its property, and such involuntaty case or other proceeding shall remain undismissed and unstayed for a 
period of 90 days; or an order for relief shall be entered against such Borrower or any of its Material Subsidiaries under the federal 
bankruptcy laws as now or hereafter in  effect; 

( i )  any member of such Borrower's ERISA Group shall fail to pay when due an amount or amounts aggregating in 
excess of $2S,000,000 which it shall have become liable to pay to the PBGC or to a Plan under Title IV of ERISA; or notice of intent 
to terminate a Plan or Plans of such ERISA Group having aggregate Linfunded Vested Liabilities in excess of $S0,000,000 
(collectively, a "Material Plan") shall be filed under Title IV of ERISA by any member of such ERISA Group, any plan 
administrator or any combination ofthe foregoing; or the PBGC sliall institute proceedings under Title IV of ERISA to terminate or to 
cause a trustee to be appointed to administer any such Material Plan or a proceeding shall be instituted by a fiduciary of any such 
Material Plan against any member ofsuch ERISA Group to enforce Section S I 5  or 4219(c)(S) of ERISA and such proceeding shall 
not have been dismissed within 90 days thereafter; or a condition shall exist by reason ofwliich the PBGC would be 
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entitled to obtain a decree adjudicating that any such Material Plan must be terminated; 

(j) a judgment or other court order for the payment of money in excess of $50,000,000 sliall be rendered against such 
Borrower or any of its Material Subsidiaries and such judgment or order shall continue without being vacated, discharged, satisfied or 
stayed or bonded pending appeal for a period of 45 days; or 

(k) any person or group ofpersons (within the meaning of Section 13 or 14 of the Securities Exchange Act of 1934, as 
amended (the "Exchange Act")) other than trustees and participants in employee benefit plans of the Company and its Subsidiaries or 
the Endowment or Trust, shall have acquired beneficial ownership (within the meaning of Rule 13d-3 promulgated by the Securities 
and Exchange Commission under the Exchange Act) of SO% or more of the outstanding sliat es of common stock of the Company; 
during any period of twelve consecutive calendar months, individuals who were directors of the Company on the first day of such 
period (together with any successors nominated or appointed by such directors in the ordinary course) shall cease to constitute a 
majority of the boat d of directors of the Company; or in the case of any Borrower other than the Company, such Bot rower shall cease 
to be a Subsidiary of the Company; 

then, and in every such event, the Administrative Agent shall (i) if requested by Banks having more than 66-213% in aggregate amount 
of the Commitments, by notice to such Borrower terminate the Commitments as to such Borrower and they shall thereupon terminate, 
and such Borrower shall no longer be entitled to borrow hereunder, and the Sublimit of such Borrower shall be reduced to zero, and 
(ii) if requested by Banlcs holding more than 6 6 2 0 %  in aggregate principal amount of the Loans and Reimbursement Obligations of 
such Borrower, by notice to such Borrower declare such Loans and Reimbursement Obligations (together with accrued interest 
thereon) to be, and such Loans and Reimbursement Obligations (together with accrued interest thereon) shall thereupon become, 
immediately due and payable without presentment, demand, protest or other notice of any kind. all ofwhich are hereby waived by 
each Borrower: provided that in the case of any ofthe Events of Default specified in clause (g) or (h) above with respect to such 
Borrower, without any notice to such Borrower or any other act by the Administrative Agent or the Banks, the Commitments shall 
thereupon terminate with respect to such Borrower and the Loans and Reimbursement Obligations of such Borrower (together with 
accrued interest thereon) shall become immediately due and payable without presentment, demand, protest or other notice of any kind, 
all of which are hereby waived by each Borrower. 

Section 6.02 Nolrce ojDejiiirlr The Administrative Agent shall give notice to a Borrower under Section 6 01 (c) promptly upon being requested to 
do 
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so by any Bank and shall thereupon notify all the Banks and the Issuing Banks thereof. 

Section 6.03 Cash Cover: Each Borrower agrees, in addition to the provisions of Section 6 01 hereof, that upon the occurrence and during the 
continuance of any Event of Default with respect to such Borrower, it shall, if requested by the Administrative Agent upon the instruction of the Banks having at 
least 66 2/3% in the aggregate amount ofthe Commitments (or, if the Commitments shall have been terminated, holding at least 66 2/3% of the Letter of Credit 
Liabilities for the account of such Borrower), deposit with the Administrative Agent an amount in immediately available funds (which funds shall be held as 
collateral pursuant to arrangements mutually satisfactory to the Administrative Agent and such Borrower) equal to tlie aggregate amount available for drawing 
under all Letters of Credit for the account of such Borrower then outstanding at such time, provided that upon the occurrence of any Event of Default specified in 
Section 6 Ol(g) or 6 Ol(1i) with respect to such Borrower, such Borrower shall pay such amount forthwith without any notice or demand or any other act by the 
Administrative Agent or the Banks 

ARTICLE 7 
THE ADMINISTRATIVE AGENT 

Section 7.0 1 Appoinfnierit and Aufhorizutiori Each Bank irrevocably appoints and authorizes the Administrative Agent to take such action as 
agent on its behalf and to exercise such powers under this Agreement and the Notes as are delegated to the Administrative Agent by the terms hereof or thereof, 
together with all such powers as are reasonably incidental thereto 

Section 7.02 Adnutiisfrufive Agenf and Affiliates Wacliovia shall have the same rights and powers under this Agreement as any other Bank and 
may ewrcise or refrain from exercising the same as though it  were not the Administrative Agent, and Wachovia and its affiliates may accept deposits from, lend 
money to, and generally engage in any land ot business with any Borrower or any Subsidiary or affiliate of any Borrower as i f  i t  were not the Administrative 
Agent hereunder 

Section 7.03 Acfiori by Adn7Ii?i,s/ru/ii~e Ageti/ The obligations of the Administrative Agent hereunder are only those expressly set forth herein 
Without limiting tlie gcnerality of the foregoing, the Adniinistrative Agent shall not be required to take any action with respect to any Default, except as 
expressly provided in Article 6 
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Section 7.04. Conszdtalion ivilh Experls The Administrative Agent may consult with legal counsel (who may be counsel for a Borrower), 
independent public accountants and other experts selected by it  and shall not be liable for any action taken or omitted to be taken by i t  i n  good faith in accordance 
with the advice of such counsel, accountants or experts 

Section 7.05 Liability of/frin~ini.r~rath,e Agenr Neither the Administrative Agent nor any of its affiliates nor any of their respective directors, 
officers, agents or employees shall be liable to any Bank for any action taken or not taken by it  in connection herewith (i) with the consent or at the request of the 
Required Banks or (ii) in the absence of its own gross negligence or willful misconduct Neither the Administrative Agent nor any of its affiliates nor any of 
their respective directors, officers, agents or employees shall be responsible for or have any duty to ascertain, inquire into or verify (i) any statement, warranty or 
representation made in connection with this Agreement or any borrowing hereunder, (ii) the performance or observance of any of the covenants or agreements of 
any Borrower, (iii) the satisfaction of any condition specified in Article 3, except receipt of items required to be delivered to the Administrative Agent; or (iv) the 
validity, effectiveness or genuineness of this Agreement, the Notes or any other instrument or writing furnished in connection herewith The Administrative 
Agent shall not incur any liability by acting in reliance upon any notice, consent, certificate, statement, or other writing (which may be a bank wire, telex or 
similar writing) believed by it in good faith to be genuine or to be signed by the proper party or parties Without limiting the generality of the foregoing, the use 
of the term “agent” in this Agreement with reference to the Administrative Agent is not intended to connote any fiduciary or other implied (or express) 
obligations arising under agency doctrine of any applicable law Instead, such term is used merely as a matter of market custom and is intended to create or 
reflect only an administrative relationship between independent contracting pariies 

Section 7.06 IndeiiiniJcation Each Bank shall, ratably in accordance with its Commitment, indemnify the Administrative Agent, its affiliates and 
their respective directors, officers, agents and employees (to the extent not reimbursed by the Borrowers) against any cost, expense (including counsel fees and 
disbursements), claim, demand, action, loss, penalties or liability (except such as result from such indernnitees’ gross negligence or willful misconduct) that such 
indemnitees may suffer or incur in connection with this Agreement or any action taken or omitted by such indemnitees thereunder 

Section 7.07 Credit Decrsrott Each Bank acknowledges that it has, independently and without reliance upon any Agent or any other Bank, and 
based on such documents and information as i t  has deemed appropriate, made its own credit analysis and decision to enter into this Agreement Each Bank also 
acknowledges that i t  will, independently and without reliance upon any Agent or 
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any other Bank, and based on such documents and information as it shall deem appropriate at the time, continue tn make its own credit 
decisions in taking or not taking any action under this Agreement. 

Section 7.08 SIrccessorAdr,zinistralive Agenf The Administrative Agent may resign at any time by giving notice thereof to the Banks and the 
Borrowers Upon any such resignation, (i) the Company, with the consent of the Required Banks (such consent not to be unreasonably withheld or delayed), or 
(ii) if an Event of Default has occurred and is continuing, then the Required Banks, shall have the right to appoint a successor Administrative Agent If no 
successor Administrative Agent shall have been so appointed, and shall have accepted such appointment, within 30 days after the retiring Administrative Agent 
gives notice of resignation, then the retiring Administrative Agent may, on behalf of the Banks, appoint a successor Administrative Agent, which shall be a 
commercial bank organized or licensed under the laws of the United States ofAmerica or of any State thereof and having a combined capital and surplus of at 
least $250,000,000 IJpoii the acceptance of its appointment as Administrative Agent hereunder by a successor Administrative Agent, such successor 
Administrative Agent shall thereupon succeed to and become vested with all the rights and duties of the retiring Administrative Agent, and the retiring 
Administrative Agent shall be discharged from its duties and obligations hereunder, provided that if such successor Administrative Agent is appointed without 
the consent of the Company, such successor Administrative Agent may be replaced by the Company with the consent of the Required Banks so long as no Event 
of Default has occurred and is continuing at the time After any retiring Administrative Agent's resignation hereunder as Administrative Agent, the provisions of 
this Article shall inure to its benefit as to any actions taken or omitted to be taken by it while it  was Administrative Agent 

Section 7.09 Adminislrafi~~e ilgenlk Fee The Company shall pay to the Administrative Agent for its own account fees in the amounts and at the 
times previously agreed upon between the Company and the Administrative Agent 

Section 7.10 OtherAgen/s None of the Cn-Syndication Agents or the Co-Documentation Agents, in their respective capacities as such, shall have 
any duties or obligations of any kind under this Agreement 

ARTICLE 8 
CHANGE IN CIRCUMSTANCES 

Section 8.01 Basrsfor De/ermiuing Inreresl Rate Inadeqira/e or Ulfair If on or prior to the first day of any Interest Perlod for any Euro-Dollar 
Borrowing 
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(a) the Administrative Agent is advised by the Euro-Dollar Reference Banks that deposits in  dollars (in the applicable 
amounts) are not being offered to the Euro-Dollar Reference Banks i n  the relevant market for such Interest Period, or 

(b) Banks having 66-2/3% or more of the aggregate amount of the affected Loans advise the Administrative Agent that 
the London Interbank Offered Rate as determined by the Administrative Agent will not adequately and fairly reflect the cost to such 
Banks of funding their Euro-Dollar Loans for such Interest Period, 

the Administrative Agent shall forthwith give notice thereof to the Borrowers and the Banks, whereupon until the Administrative 
Agent notifies the Borrower that the circumstances giving rise to such suspension no longer exist, (i) the obligations of the Banks to 
make Euro-Dollar Loans or to continue or convert outstanding Loans as or into Euro-Dollar Loans shall be suspended and (ii) each 
outstanding Euro-Dollar Loan shall be converted into a Base Rate Loan on the last day of the then current Interest Period applicable 
thereto. IJnless the Borrower notifies the Administrative Agent at least one Domestic Business Day before the date of any Euro-Dollar 
Borrowing for which a Notice of Borrowing has previously been given that it elects not to borrow on such date, such Borrowing shall 
instead be made as a Base Rate Borrowing. 

Section 8.02 fllegulity If on or after the date of this Agreement, the adoption of any applicable law, rule or regulation, or any change in any 
applicable law, rule or regulation, or any change in the interpretation or administration thereof by any governmental authority, central bank or comparable agency 
charged with the interpretation or administration thereof, or compliance by any Bank (or its Euro-Dollar Lending O%ce) with any request or directive (whether 
or not having the force of law) of any such authority, central bank or comparable agency shall make it unlawful or impossible for any Bank (or its Euro-Dollar 
Lending Office) to make, maintain or fund any of its Euro-Dollar Loans and such Bank shall so noti@ the Administrative Agent, the Administrative Agent shall 
forthwith give notice thereof to the other Banks and the Borrowers, whereupon until sue11 Bank notifies the Borrowers and the Administrative Agent that the 
circumstances giving rise to such suspension no longer exist, the obligation of such Bank to make Euro-Dollar Loans, or to continue or convert outstanding 
Loans as or into Euro-Dollar Loans, shall be suspended Before giving any notice to the Administrative Agent pursuant to this Section, such Bank shall designate 
a different Euro-Dollar Lending Office if such designation will avoid the need for giving such notice and will not be otherwise disadvantageous to such Bank in 
the good faith exercise of its discretion If such notice is given, each Euro-Dollar Loan of such Bank then outstanding dial1 be converted to a Base Rate Loan 
either (a) on the last day of the then current Interest Period applicable to such Euro-Dollar Loan if such Bank may lawfully continue to maintain and fund such 
Loan 

so 
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to such day or (b) immediately if such Bank shall determine that it may not lawfully continue to maintain and fund such Loan to such 
day. 

Section 8.03 hicreased Cos/ and Reduced Relurn (a) If on or after the date of this Agreement, the adoption of any applicable law, rule or 
regulation, or any change in any applicable law, rule or regulation, or any change in the interpretation or administration thereof by any governmental authority, 
central bank or comparable agency charged with the interpretation or administration thereof, or compliance by any Bank (the terms “Bank” and “Issuing Bank” 
shall include, for purposes of this Section 8 03, tlie holding company of any Issuing Bank) (or its Applicable Lending Office) with any request or directive 
(whether or not having the force of law) issued on or after such date of any such authority, central bank or cornparable agency shall impose, modify or deem 
applicable any reserve, special deposit or similar requirement (including, without limitation, any such requirement imposed by the Board of Governors ot the 
Federal Reserve System, but excluding with respect to any Euro-Dollar Loan any such requirement included in an applicable Euro-Dollar Reserve Percentage) 
against assets ot; deposits with or for the account of, or credit extended by, any Bank (or its Applicable Lending Oflice) or  shall impose on any Bank (or its 
Applicable L.cnding Office) or on the London interbank market any other condition (other than in respect ofTaxes or Other Taxes) affecting its Euro-Dollar 
Loans, its Note or its obligation to make Euro-Dollar Loans or its obligations hereunder in respect of Letters of Credit and tlie result of any of the foregoing is to 
increase the cost to such Bank (or its Applicable Lending Ofice)  of making or maintaining any Euro-Dollar Loan or of issuing or participating in any Letter of 
Credit, or to reduce the amount of any sum received or receivable by such Bank (or its Applicable Lending Office) under this Agreement or under its Note with 
respect thereto, by an amount deemed by such Bank to be material, then, within 15 days a h  demand by such Bank (with a copy to the Administrative Agent), 
each Borrower shall pay to such Bank its Appropriate Share of such additional amount or amounts as will compensate such Bank for such increased cost or 
reduction, provided that no such amount shall be payable with respect to any period commencing more than 90 days prior to the date such Bank first notifies the 
Borrowers of its intention to demand compensation therefor under this Section 8 03(a) 

(b) If any Bank shall have determined that, on or after the date ofthis Agreement, the adoption of any applicable law, rule 
oi regulation regarding capital adequacy, or any change in any such law, rule or regulation, or any change in the interpretation or 
administration thereof by any governmental authority, central bank or comparable agency charged with the interpretation or 
administration thereof, or any request or directive regarding capital adequacy (whether or not having the force of law) of any such 
authority, central bank or comparable agency given or made after the date of this Agreement, has or would have the effect of reducing 
the rate of return on capital of such Bank (or its Parent) as a consequence of such Bank’s obligations hereunder to a level below that 
which such Bank (or its 
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Parent) could have achieved but for such adoption, change, request or directive (taking into consideration its policies with respect to 
capital adequacy) by an amount deemed by such Bank to be material, then fiom time to time, within IS days after demand by such 
Bank (with a copy to the Administrative Agent), each Borrower shall pay to such Bank its Appropriate Share of such additional 
amount or amounts as will compensate such Bank (or its Parent) for such reduction; provided that no such amount shall be payable 
with respect to any period commencing less than 30 days after the date such Bank first notifies the Borrowers of its intention to 
demand compensation under this Section 8.03(b). 

(c) Each Bank will promptly notif) the Borrowers and the Administrative Agent of any event of which it has knowledge, 
occurring after the date hereof, which will entitle such Bank to compensation pursuant to this Section and will designate a different 
Applicable Lending Office if such designation will avoid the need for, or reduce the amount of, such compensation and will not, in the 
,judgment of such Bank, be otherwise disadvantageous to such Bank. A certificate of any Bank claiming compensation under this 
Section and setting forth the additional amount or amounts to be paid to it hereunder shall be conclusive in  the absence of manifest 
error. In  determining such amount, such Bank may use any reasonable averaging and attribution methods. 

(d) The “Appropriate Share” of a Borrower with respect to any amount payable hereunder is the sum of (i) to the extent 
such amount is properly allocable to Loans and Letters of Credit outstanding hereunder, the portion of such amount properly allocable 
to the Loans and Letter of Ct edit outstanding to or for the account of such Borrower, and (ii) to the extent such amount is not properly 
allocable to Loans and Letters of Credit outstanding hereunder, the Appropriate Share shall be the product of the Availability 
Percentage of such Borrower and such amount. 

Section 8.04 Taxes (a) For purposes of this Section 8 04 tlie following terms have tlie following meanings 

“Taxes” means any and all present or future taxes, duties, levies, imposts, deductions, charges or withholdings with respect 
to any payment by a Borrower pursuant to this Agreement or any Note, and all liabilities with respect thet-eto, exchiding (i) in  the case 
of each Bank and the Administrative Agent, taxes imposed on its income, net worth or gross receipts and ftanchise or similar taxes 
imposed on it by ajurisdiction under the laws of which such Bank or the Administrative Agent (as the case may be) is organized or in 
which its principal executive office is located or, in the case of each Bank, in which its Applicable Lending Office is located and (ii) in 
the case of each Bank, any United States 
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withholding tax imposed on such payments except to the extent that such Bank is subject to IJnited States withholding tax by reason of 
a US. Tax Law Change. 

“Other Taxes” means any present or future stamp or documentaiy taxes and any other excise or property taxes, or similar 
charges or levies, which arise from any payment made pursuant to this Agreement or under any Note or from the execution or delivery 
of, or otlietwise with respect to, this Agreement or any Note. 

“U.S. Tax Law Change” means with iespect to any Bank or Participant the occurrence (x) in the case of each Bank listed on 
the signature pages hereof, after the date of its execution and delivery of this Agreement and (y) i n  the case of any other Bank, after 
the date such Bank shall have become a Bank hereunder, and (z) in the case of each Participant, after the date such Participant became 
a Participant hereunder, of the adoption of any applicable L I S .  federal law, IJ.S. federal rule or IJS.  federal regulation relating to 
taxation, or any change therein, or the entry into force, modification or revocation of any income tax convention or treaty to which the 
United States is a party. 

(bj  Any and all payments by any Boirower to or for the account of any Bank or the Administrative Agent hereunder or 
undet any Note shall be made without deduction for any Taxes or Other Taxes; provided that, if any Borrower shall be required by law 
to deduct any Taxes 01 Other Taxes from any such payments, (i) the sum payable shall be increased as necessary so that after making 
all required deductions (including deductions applicable to additional sums payable under this Section 8.04) such Bank or the 
Administrative Agent (as the case may be) receives an amount equal to the sum it would have received had no such deductions been 
made, (ii) such Borrower shall make such deductions, (iii) such Borrower shall pay the full amount deducted to the relevant taxation 
authority or other autlioi ity in accordance with applicable law and (iv) such Borrower shall furnish to the Administrative Agent, at its 
address referred to in Section 9.01, the original 01- a certified copy o f a  receipt evidencing payment thereof 

(cj Each Borrower agrees to indemnify each Bank and the Administrative Agent for its Appropriate Share of the full 
amount of Taxes or Other Taxes (including, without limitation, any Taxes or Other Taxcs imposed or asserted by any jurisdiction on 
amounts payable under this Section 8 04) paid by such Bank or the Administrative Agent (as the case may be) and any liability 
(including penalties. interest and expenses) arising therefrom or with respect thereto. This indemnification shall be paid within 15 days 
after such Bank or the Administrative Agent (as the case may be) makes demand the1 efor 

(d) Each Bank organized under the laws o f a  jurisdiction outside the United States, on or prior to the date of its execution 
and delivery ofthis 
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Agreement in the case of each Bank listed on tlie signature pages hereof and on or prior to tlie date on which it becomes a Bank in  tlie 
case of each other Bank, and from time to time thereafter as required by law (but only so long as such Bank remains lawfully able to 
do so), shall provide the Borrowers two completed and duly executed copies of Internal Revenue Setvice form W-8BEN or W-IECI, 
as appropriate, or any successor form prescribed by the Internal Revenue Service, or other documentation reasonably requested by the 
Borrowers, certifjling that such Bank is entitled to benefits under an income tax treaty to which the United States is a party which 
exempts the Bank from IJnited States withholding tax or reduces the rate ofwithholding tax on payments of interest for the account of 
such Bank or certifying that the income receivable pursuant to this Agreement is effectively connected with the conduct of a trade or 
business in tlie IJnited States. 

(e) For any period with respect to which a Bank has failed to provide the Borrowers with the appropriate form pursuant to 
Section 8.04(d) (unless such failure is due to a IJS. Tax Law Change), such Bank shall not be entitled to indemnification under 
Section 8.04(b) or 8.04(c) with respect to any Taxes or Other Taxes which would not have been payable had such form beeti so 
provided; provided that i f a  Bank, which is otherwise exempt from or subject to a reduced rate of withholding tax, becomes subject to 
Taxes because of its failure to deliver a form required hereunder, the Borrowers shall take such steps as such Bank shall reasonably 
request to assist such Batik to recover such Taxes (it being understood, however, that the Borrowers shall have no liability to such 
Bank in respect of such Taxes). 

(f) If any Borrower is required to pay additional amounts to or for the account of any Bank pursuant to this Section 8.04, 
then such Bank will take such action (including changing thejurisdiction of its Applicable Lending Office) as in the good faith 
judgment of such Batik (i) will eliminate or reduce any such additiotial payment which may thereafter accrue and (ii) is not otherwise 
disadvantageous to such Bank. 

(8) If any Bank or the Administrative Agent receives a refund (including a reflitid in the form of a credit against taxes that 
are othetwise payable by the Bank or the Administrative Agent) of any Taxes or Other Taxes for which any Borrower has made a 
payment under Section 8.04(b) or (c) and such refund was received from tlie taxing authority which originally imposed such Taxes or 
Other Taxes, such Bank or the Administrative Agent agrees to reimburse such Borrower to the extent of such refund; provided that 
nothing contained i n  this paragraph (g) shall require any Bank or the Administrative Agent to seek any such refund or make available 
its tax returns (or any other information relating to its taxes which it deems to be confidential). 

Section 8.05 Base Rare LoamStrb.riifirfedfoi.41-ffed Eirro-Dollar Loans If (i) the obligation of any Bank to make or to continue or convert 
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outstanding Loans as or into Euro-Dollar Loans has been suspended pursuant to Section 8.02 or (ii) any Bank has demanded 
compensation under Section 8.03(a) or 8.04 with respect to its Euro-Dollar Loans and the Borrower shall, by at least five Euro-Dollar 
Business Days’ prior notice to such Bank through the Administrative Agent, have elected that the provisions of this Section shall 
apply to such Bank, then, unless and until such Bank notifies the Borrowers that the circumstances giving rise to such suspension or 
demand for compensation no longer apply: 

(a) all Loans which would othetwise be made by such Bank as (or continued as or converted to) Euro-Dollar Loans, as 
the case may be, shall instead be Base Rate Loans (on which interest and principal shall be payable conteniporaneously with the 
related Euro-Dollar Loans of the other Banks), and 

(b) after each of its Euro-Dollar Loans has been repaid, all payments of principal which would otherwise be applied to 
repay such Loans shall be applied to repay its Base Rate L,oans instead. 

If such Bank notifies the Borrowers that the circumstances giving rise to such suspension or demand for compensation no longer exist, 
the principal amount of each such Base Rate Loan shall be converted into a Euro-Dollar Loan on the first day of the next succeeding 
Interest Period applicable to the related EM-o-Dollar Loans of the other Banks. 

Section 8.06 S~bs/t/ir/ron ofBmdc, Trm~ma/~ort C+/pl,oit If ( I )  the obligation of any Bank to make or to convert or continue outstanding Loans as or 
into Euro-Dollar Loans has been suspended pursuant to Section 8 02, (11) any Bank has demanded compensation under Section 8 03 or 8 04, (iii) any Bank 
exercises its right not to extend its Commitment Terininatioii Date pursuant to Section 2 0l(c) or (iv) Investment Grade Status ceases to exist as to any Bank, 
then 

(a) the Company shall have the right, with the assistance ofthe Administrative Agent, to designate a substitute bank or 
banks (which may be one or more of the Banks) mutually satisfwtory to the Company, the Administrative Agent, the Swingline Bank 
and the Issuing Banks (whose consent shall not be unreasonably withheld or delayed) to purchase for cash, pursuant to an Assignment 
and Assumption Agreement in substantially the form of Exhibit D hereto, the outstanding Loans of such Bank and assume the 
Commitment and Letter of Credit Liabilities of such Bank, without recourse to or warranty by, or expense to, such Bank, for a 
purchase price equal to the principal amount of all of such Bank’s outstanding Loans and funded Letler of Credit Liabilities plus any 
accrued but unpaid interest thereon and the accrued but unpaid fees in respect of such Bank’s Commitment hereunder and all other 
amounts payable by the Borrowers to such Bank hereunder plus such amount, if any, as would be payable 
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pursuant to Section 2.13 if the outstanding Loans of such Bank were prepaid in their entirety on the date of consummation of such 
assignment; and 

(b) if at the time Investment Grade Status exists as to the Borrowers, the Company may elect to terminate this Agreement 
as to such Bank; provided that (i) the Company notifies such Bank through the Administrative Agent of such election at least three 
Euro-Dollar Business Days before the effective date of such termination, (ii) the Borrowers repay or prepay the principal amount of all 
outstanding L,oans made by such Bank plus any accrued but unpaid interest thereon and the accrued but unpaid fees in respect of such 
Bank's Commitment hereunder plus all other amounts payable by the Borrowers to such Bank hereunder, not later than the effective 
date of such termination and (iii) if at the effective date of such termination, any Letter of Credit Liabilities or Swingline L.oans are 
outstanding, the conditions specified in Section 3.02 would be satisfied (after giving effect to such termination) were the related 
Letters of Credit issued or the related Swingline Loans made on such date. Upon satisfaction of the foregoing conditions, the 
Commitment of such Bank shall terminate on the effective date specified in such notice, its participation iii any outstanding Letters of 
Credit or Swingline Loans shall terminate on such effective date and the participations of the other Banks therein shall be 
redetermined as of such date as if such Letters of Credit had been issued or such Swingline Loans had been made on such date. 

ARTICLE 9 
MISCELLANEOUS 

Section 9.01 Nolices. All notices, requests and other communications to any party hereunder shall be in writing (including bank wire, telex, 
facsimile transmission or similar writing) and shall be given to such party. (x) in the case of any Borrower or the Administrative Agent, at its address or telecopy 
or telex number set forth on the signature pages hereof, (y) in the case of any Bank, at its address or telecopy or telex number set forth in its Administrative 
Questionnaire or (2) in the case of any party, such other address or telecopy or telex number as such party may hereafter specify for the purpose by notice to the 
Administrative Agent and the Borrowers Each such notice, request or other communication shall be effective (i) if given by telecopy or telex, when such 
telecopy or telex is transmitted to the telecopy or telex number specified i n  this Section and the appropriate answerback or confirmation slip, as the case may be, 
is received or (ii) if given by any other means, when delivered at the address specified in this Section, provided that notices to the Administrative Agent, the 
Swingline Bank or any Issuing Bank under Article 2 or Article 8 shall not be effective until delivered 
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Section 9.02 No Waivers. No failure or delay by the Administrative Agent or any Bank in exercising any right, power or privilege hereunder or 
under any Note shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or tlie exercise of 
any other right, power or privilege The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law 

Section 9.03 Expenses, Inrlemnilfcn~ion? (a) Each Borrower shall pay (i) its Appropriate Share of all reasonable out-of-pocket expenses of the 
Administrative Agent, including reasonable fees and disbursements of special counsel for tlie Agents, in connection with the preparation ofthis Agreement, any 
waiver or consent hereunder or any amendment hereof or any Default or alleged Default with respect to such Borrower hereunder and (ii) if an Event of Default 
with respect to such Borrower occurs, all reasonable out-of-pocltet expenses incurred by the Administrative Agent or any Bank, including reasonable fees and 
disbursements of counsel, in connection with such Event of Default and collection and other enforcement proceedings resulting therefrom 

(b) Each Borrower agrees to indemnitjl each Agent and each Bank, their respective affiliates and the respective directors, 
officers, agents and employees of the foregoing (each an “Indemnitee”) and hold each Indemnitee harmless from and against any and 
all liabilities, losses, penalties, damages, costs and expenses of any kind, including, without limitation, the reasonable fees and 
disbursements of counsel, which may be incurred by such Indemnitee i n  connection with any investigative, administrative or judicial 
proceeding (whether or not such Indemnitee shall be designated a party thereto) relating to or arising out ofthis Agreement or any 
actual or proposed use of proceeds of Loans hereunder, in each case to the extent of such Borrower’s Appropriate Share; provided that 
no Indemnitee shall have the right to be indemnified hereunder for such Indemnitee’s own gross negligence or willful misconduct as 
determined by a court of competent jurisdiction. 

Section 9.04 Sharing of Set-ofls Each Bank agrees that if it shall, by exercising any right of set-off or counterclaim or otherwise, receive payment 
o f a  proportion oftlie aggregate amount tlien due with respect to the Loans and Letter of Credit Liabilities held by it which is greater than tlie proportion received 
by any other Bank i n  respect ofthe aggregate amount then due with respect to the Loans and Letter of Credit L.iabilities held by such other Bank, the Bank 
receiving such proportionately greater payment shall purchase such participations in the Loans and Letter of Credit Liabilities held by the other Banks, and such 
other adjustments sliall be made, as may be required so that all such payments with respect to the Loans and Letter of Credit Liabilities held by the Banks shall be 
shared by tlie Banks pro rata;provided that (i) nothing in this Section shall impair the right ofany Bank to exercise any right counterclaiin it may 
have and to apply tlie amount subject to such exercise to the payment of indebtedness 
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of a Borrower other than its indebtedness under this Agreement and (ii) this Section is not applicable to Swingline Loans. 

Section 9.05 Anrendurenfs and IToivers (a) Any provision of this Agreement or the Notes may be amended or waived if, but only if, such 
amendment or waiver is in writing and is signed by each Borrower and the Required Banks (and, if the rights or duties of any Agent, the Swingline Bank or any 
Issuing Bank are affected thereby, by such Person), provided that no such amendment or waiver shall (x) unless signed by each affected Bank, (i) increase the 
Commitment of any Bank or subject any Bank to any additional obligation, (ii) reduce the principal of or rate of interest on any Loan or the amount to be 
reimbursed in respect of any Letter of Credit or any interest thereon or any fees hereunder or (iii) postpone the date fixed for any payment of principal of or 
interest on any Loan or for reimbursement in respect ofany Letter oFCredit or interest thereon or  any fees hereunder or for termination of any Conimitinent or 
(y) unless signed by all Banks, (i) change tlie definition ofRequired Banks or the provisions of this Section 9 05 or (ii) change the provisions of Section 9 04 

(b) This Agreement may be amended by the Company to remove any other Borrower as a Borrower (a “Removed 
Borrower”) hereunder subject to: (i) the receipt by the Administrative Agent of prior notice from the Company of such amendment, 
(ii) repayment in  full ofall Loans made to such Borrower, (iii) cash collateralization of all amounts available for drawing under 
Letters of Credit issued for the account of such Borrower (or the amendment of such Letter of Credit to provide for the Company as 
the account party) and (iv) repayment in full of all other amounts owing by such Borrower under this Agreement (it being agreed that 
any such repayment shall be in accordance with the other terms ofthis Agreement). IJpon the satisfaction of the foregoing conditions 
the rights and obligations of such Removed Borrower hereunder shall terminate; provided, however, that the obligations of such 
Removed Borrower under Section 9.03 shall survive such amendment. 

Section 9.06 Successors ondAssigt7s (a) The provisions of this Agreement shall be binding upon and inure to the benefit of tlie parties hereto and 
their respective successors and assigns and each indemnitee, except that no Borrower may assign or otherwise transfer any of its rights under this Agreement 
without the prior written consent of all Banks 

(b) Any Bank may, with the consent (unless an Event of Default then exists) of the Company (such consent not to be 
unreasonably withheld or delayed), at any time grant to one or more banks or other institutions (each a “Participant”) participating 
interests i n  its Commitment or any or all of its Loans and Letter of Credit Liabilities; provided that any Bank may, without the consent 
of any Borrower, at any time grant participating interests in its Commitment or any or all of its Loans and Letter of Credit Liabilities 
to another Bank, an 

Source: Duke Energy Ohio, In, 8-K, July 05, 2007 



Approved Fund or an Affiliate of such transferor Bank. In  the event of any such grant by a Bank of a participating interest to a 
Participant, whether or not upon notice to the Administrative Agent, such Bank shall remain responsible for the performance of its 
obligations hereunder, and the Borrowers, the Issuing Banks, the Swingline Bank and tlie Administrative Agent shall continue to deal 
solely and directly with such Bank i n  connection with such Bank’s rights and obligations under this Agreement. Any agteenient 
pursuant to which any Bank may grant such a participating interest shall provide that such Bank shall retain tlie sole right and 
responsibility to enforce the obligations of the Borrowers hereundet including, without limitation, the right to approve any 
amendment, modification or waiver of any provision of this Agreement; provided that such participation agreement may provide that 
such Bank will not agree to any modification, amendment or waiver oftliis Agreement descrihed in clause (x) (i), ( i i )  or ( i i i )  of 
Section 9.05(a) without tlie consent of tlie Participant. Each Borrower agrees that each Participant shall, to tlie extent provided in its 
participation agreement, be entitled to the benefits of Article 8 with respect to its participating interest, subject to the performance by 
such Participant of the obligations of a Bank thereunder. An assignment or other transfer which is not permitted by subsection (c) or 
(d) below sliall be given effect for purposes of this Agreement only to tlie extent of a participating interest granted i n  accordance with 
this subsection (b). 

(c) Any Bank may at any time assign to one or more banks or other financial institutions (each an “Assignee”) all, or a 
proportionate part (equivalent to an initial Commitment of not less than $1 0,000,000 (unless tlie Company and tlie Administrative 
Agent sliall otherwise agree)) of all, of its rights and obligations under this Agreement and its Note (if any), and such Assignee shall 
assume such rights and obligations, pursuant to an Assignment and Assumption Agreement in substantially the form of Exhibit D 
hereto executed by such Assignee and such transferor Bank, with (and only with and subject to) the prior written consent of the 
Swingline Bank, the Issuing Banks, the Administrative Agent (which shall not he unreasonably withheld or delayed) and, so long as 
no Event of Default has occurred and is continuing, the Company (which shall not be unreasonably withheld or delayed); provided 
that unless such assignment is of the entire right, title and interest of the transferor Bank hereunder, after making any such assignment 
such transferor Bank shall have a Commitment of at least $1 0,000,000 (unless the Company and the Administrative Agent shall 
otherwise agree). Upoil execution and delivery o f  such instrument of assumption and payment by such Assignee to such transferor 
Bank of an amount equal to the purchase price agreed between such transferor Bank and such Assignee, such Assignee shall be a 
Bank party to this Agreement and shall have all the rights and obligations of a Bank with a Commitment as set forth i n  such 
insti urnent of assumption, and the transferor Bank shall be released from its obligations hereunder to a corresponding extent, and no 
further consent or action by any party shall be required. Upon tlie consummation of any assignment pursuant to this 
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subsection (c), the transferor Bank, the Administrative Agent and the Borrowers shall make appropriate arrangements so that, if 
required by the Assignee, a Note(s) is issued to the Assignee. If the Assignee is not incorporated under the laws of the [Jnited States of 
America or a state thereof, i t  sliall, prior to the first date on which interest or fees are payable hereunder for its account, deliver to the 
Borrowers and the Administrative Agent certification as to exemption from deduction or withholding of any United States federal 
income taxes in accordance with Section 8.04. All assignments (other than assignments to Affiliates) shall be subject to a transaction 
fee established by. and payable by the transferor Bank to, the Administrative Agent for its own account (which shall not exceed 
$5,000). 

(d) Any Bank may at any time assign all or any portion of its rights under this Agreement and its Note (ifany) to a 
Federal Reset-ve Bank. No such assignment shall release the transferor Bank from its obligations hereunder or modi@ any such 
obligations. 

(e) No Assignee, Participant or other transferee of any Bank’s rights (including any Applicable Lending Office other than 
such Bank’s initial Applicable Lending Office) shall be entitled to receive any greater payment under Section 8.03 or 8.04 than such 
Bank would have been entitled to receive with respect to the rights transferred, unless such transfer is made by reason of the 
provisions of SecCion 8.02, 8.03 or 8.04 requiring such Bank to designate a different Applicable Lending Office under certain 
circumstances or at a time when the circumstances giving rise to such greater payment did not exist. 

Section 9.07 Collateral. Each of the Banks represents to the Administrative Agent and each of the other Banks that it in good faith is not relying 
upon any “margin stock” (as defined in Regulation U) as collateral in the extension or maintenance of the credit provided for in this Agreement 

Section 9.08 Conjidenlialily, Each Agent and each Bank agrees to keep any information delivered or made available by any Borrower pursuant to 
this Agreement confidential froni anyone other than persons employed or retained by such Bank and its affiliates who are engaged in evaluating, approving, 
structuring or administering the credit facility contemplated hereby, provided that nothing herein shall prevent any Bank from disclosing such information (a) to 
any other Bank or any Agent, (b) to any other Person if reasonably incidental to the administration of the credit facility contemplated hereby, (c) upon the order 
of any court or administrative agency, (d) upon the request or demand of any regulatory agency or authority, (e) which had been publicly disclosed other than as 
a result of a disclosure by any Agent or any Bank prohibited by this Agreement, (0 in connection with any litigation to which any Agent, any Bank or its 
subsidiaries or Parent may be a party, (8) to the extent necessary in connection with the exercise of any remedy hereunder, (h) to such Bank’s or any Agent’s 
legal counsel and independent auditors, (i) subject to provisions substantially 
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similar to those contained in  this Section 9.08, to any actual or proposed Participant or Assignee and (j)  to any direct, indirect, actual 
or prospective counterparty (and its advisor) to any swap, derivative or securitization transaction related to the obligations under this 
Agreement. 

Section 9.09. Goi~er-ning Lmv, Srhriissiori /a Jwisdiclion This Agreement and each Note (if any) shall be construed in accordance with and 
governed by the law of the State ofNew York Each Borrower hereby submits to the nonexclusive jurisdiction of the United States District Court for the 
Southern District ofNew York and of any New York State court sitting in New York City for purposes of all legal proceedings arising out of or relating to this 
Agreement or the transactions contemplated hereby Each Borrower irrevocably waives, to the fullest extent permitted by law, any objection which it  may now 
or hereafter have to the laying of the venue of any such proceeding brought in such a court and any claim that any such proceeding brought in such a court has 
been brought in an inconvenient forum 

Sectiori 9. I O  Couriferparts, Integratro/7 This Agreement may be signed in any number of counterparts, each of which shall be an original, with the 
same effect as if the signatures thereto and hereto were upon the same instrument This Agreement constitutes the entire agreement and understanding ainong the 
parties hereto and supersedes any and all prior agreements and understandings, oral or written, relating to the subject matter hereof 

Section 9.1 1 KUVER OF JIlRY TRIAL EACH OF THE BORROWERS, THE AGENTS, THE ISSUlNG BANKS AND THE BANKS, TO THE 
FULLEST EXTENT IT MAY EFFECTIVELY DO SO UNDER APPL.ICABLE LAW, HEREBY IRREVOCABLY WAIVES ANY AND AL.L RIGHT TO 
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS 
CONTEMPLATED HEREBY 

Section 9.12. U.SA Pa/rio/ rlc/ Each Bank hereby notifies each Borrower that pursuant to the requirements of the USA Patriot Act, Title 111 of Pub L 107-56 
(signed into law October 26, 2001) (the "Act"), i t  is required to obtain, ver ib  and record information that identifies such Borrower, which information includes 
the name and address of such Borrower and other information that will allow such Bank to identify such Borrower in accordance with the Act 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized 
officers as of the day and year first above written. 

DUKE ENERGY CORPORATION 

By: 
Title: Senior Vice President and Treasurer 

Charlotte, NC 28202-1 904 
Address: 526 South Church Street 

Attention: Lynn J. Good 
Tel ecopy 
number: 704-381-3288 

Tax payer 
ID: 20-277721 8 

DIJKE ENERGY CAROL,INAS, LL,C 

By: 
Title: Senior Vice President and Treasurer 

Charlotte, NC 28202-1904 
Address: 526 South Church Street 

Attention: Lynn J. Good 
Telecopy 
number: 704-382-3288 

Taxpayer 
ID: 56-0205520 
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DUKE ENERGY OHIO, INC. 

By: 
Title: Senior Vice President and Treasurer 

Charlotte, NC 28202-1 904 
Address: 526 South Church Street 

Attention: Lynn J. Good 
Telecopy 
number: 704-382-3288 

Taxpayer 
ID: 3 1-0240030 

DUKE ENERGY INDIANA, INC. 

By: 
Title: Senior Vice President and Treasurer 

Charlotte, NC 28202-1904 
Address: 526 South Church Street 

Attention: Lynn J. Good 
Telecopy 
number: 704-382-3288 

Taxpayer 
ID: 35-0594457 

DIJKE ENERGY KENTUCKY, INC. 

By: 
Title: Senior Vice President and Treasurer 

Charlotte, NC 28202-1904 
Address: 526 South Church Street 

Attention: Lynn J.  Good 
Telecopy 
number: 704-382-3288 

Taxpayer 
ID: 31-047.3080 
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WACHOVIA BANK, NATIONAL ASSOCIATION, as 
Administrative Agent, as an Issuing Bank, as Swingline Bank 
and as a Bank 

By: 
Name: 
Title: 

.3 
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JPMORGAN CHASE BANK, NATIONAL ASSOCIATION, as 
Co-Syndication Agent, as an Issuing Bank and as a Bank 

Name: 
Title: 
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BARCLAYS BANK PLC, as Co-Syndication Agent, as an Issuing 
Bank and as a Bank 

By: 
Name: 
Title: 
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BANK OF AMERICA, N.A., as Co-Syndication Agent and as a 
Bank 

By: 
Name: 
Title: 
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CITIBANK, N.A., as Co-Syndication Agent and as a Bank 

By : 
Name: 
Title: 
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THE BANK OF TOKYO-MITSUBISHI IJFJ, LTD., NEW YORK 
BRANCH as a Bank 

By: 
Name: 
Tit I e: 
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CREDIT SUISSE, CAYMAN ISLANDS BRANCH, as a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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ABN AMRO BANK, N.V., as a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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THE BANK OF NEW YORK, as a Bank 

Name: 
Title: 
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DEUTSCHE BANK AG NEW YORK BRANCH, as a Batik 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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WILLIAM STREET COMMITMENT CORPORATION, as a 

(Recourse only to assets o f  William Street Commitment 
Bank 

Corporation) 

By: 
Name: 
Title: 
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KEYBANK NATIONAL ASSOCIATION, as a Bank 

By: 
Name: 
Title: 
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L,EHMAN BROTHERS BANK, FSB, as a Bank 

By : 
Name: 
Title: 
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MERRILL LYNCH BANK, USA, as a Bank 

By: 
Name: 
Title: 
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MORGAN STANLEY BANK, as a Bank 

By: 
Name: 
Title: 
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THE ROYAL BANK OF SCOTL,AND, PLC, as a Bank 

By : 
Name: 
Title: 
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UBS LOAN FINANCE LLC, as a Bank 

By : 
Name: 
Title: 
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THE BANK OF NOVA SCOTIA, as a Bank 

Name: 
Title: 
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BNP PARIBAS, as a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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DRESDNER BANK AG, NEW YORK AND GRAND 
CAYMAN BRANCHES, as a Bank 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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THE NORTHERN TRIJST COMPANY, as a Bank 

By: 
Name: 
Title: 
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SUNTRUST BANK, as a Bank 

By: 
Name: 
Title: 
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The undersigned has duly executed this Amended and Restated Credit Agreement solely to amend and restate the Amended 
and Restated Credit Agreement dated as of June 29, 2006 among Cinergy Corp. and the other Borrowers listed therein, the Banks 
listed therein, Barclays Bank PLC, as Administrative Agent and JPMorgan Chase Bank, N.A., as Syndication Agent. The undersigned 
is not a party to this Amended and Restated Credit Agreement, and will have no rights or obligations under it. 

CINERGY CORP. 

By : 
Name: Lynn J. Good 
Title: Vice President and Treasurer 
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COMMITMENT SCHEDULE 

Bank Commitment 
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Pricing Schedule 

Each of “Applicable Margin” and “Facility Fee Rate” means, for any date, the rate set forth below i n  the applicable row 
and column corresponding to the credit rating of the applicable Borrower and the applicable Utilization that exist on such date: 

(basis points per annum) 

at least at least at least 
at least A at least A- BBB+ by BBB by BBB- by less than BBB- 
by S&P or by S&P or S&P or S&P or S&P or by S&P and 

A2 by A3 by 
- Borrower’s -___- Credit Rating-- - Moody‘s- Moo_dy’s- 
L ~ s i i Q ~ e - ~ a t e -  - I - _ _  ri-1 - - - 5 . o ~ ~  - 6 . ~  1 
Applicable Margin 1 Utilization** 5 50% - __ -d] -15.4 1 - 19,o 1 23d I __ - - 3  L-&L 4 4 ~  I - _______ 55.01 1 -~ 

Ifilization **> 50% 20 0 24.0 28.0 36.0 49 0 60.0 

The Applicable Margin for any Term Loan shall equal the sum of ( i )  the rate that would otherwise be in effect based upon the 
table above and (ii) 12.5 basis points. 

The “Utilization” applicable to any Borrower at any date is the percentage equivalent of a fiaction the numerator of which is 
the sum of(i)  the aggregate outstanding principal amount of the Loans to such Borrower determined at such date after giving effect, if 
one or more Loans are being made at such time, to any substantially concurrent application oftlie proceeds thereof to repay one or 
more other Loans plus (ii) the aggregate amount of the L,etter of Credit Liabilities of all Banks for the account of such Borrower at 
such date and the denominator of which is such Borrower’s Sublimit at such date. I f  for any reason any such Loans or Letter of Credit 
Liabilities remain outstanding following termination of the Commitments either in their entirety or with respect to such Borrower or 
following the reduction ofthe Sublimit of such Borrower to zero, its Lfilization will be deemed to be 100%. 

Each Borrower must obtain a long-term unsecured credit rating from two leading rating agencies, to include at a minimum 
either Standard & Poor’s, a division of the McGraw-Nil1 Companies, together with its successors (“S&P”), or Moody’s Investors 
Service (“Moody’s’’), or if  such a credit rating is not available, then a corporate credit rating from S&P or an issuer rating fiom 
Moody’s, and formally notify the Administrative Agent of the current ratings. The Facility Fee Rate and Applicable Margin 
applicable to each Boirower will be based upon such Borrower’s credit rating. The ratings in effect for any day are those i n  effect at 
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the close of business on such day. A change in credit rating will result in an immediate change in the applicable pricing. In  the case 
ofsplit ratings from S&P and Moody’s, the rating to be used to determine the applicable pricing will be the higher ofthe two; 
provided that if the rating differential is more than one notch, the applicable pricing will be based on a rating one notch lower than the 
higher of the two. 
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SCHEDULE 1.01 - EXISTING LETTERS OF CREDIT 

Barclays Bank PLC $ZS,OOO.O Corp. on behalf of CinCap SBO 1033 
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EXHIBIT A 

NOTE 

New York, New York 
3 20 

For value received, [Duke Energy Corporation., a Delaware corporation] [Duke Energy Carolinas, LLC, a North Carolina 
limited liability company] [Duke Energy Ohio, Inc., a Ohio corporation] [Duke Energy Indiana, Inc., an Indiana corporation] [Duke 
Energy Kentucky, Inc., a Kentucky corporation] (the “Borrower”), promises to pay to the order of 
for the account of its Applicable Lending Office, the unpaid principal amount of each Loan made by the Bank to the Borrower 
pursuant to the Credit Agreement referred to below on the date specified in the Credit Agreement. The Borrower promises to pay 
interest on the unpaid principal amount of each such Loan on the dates and at the rate or rates provided for in the Credit Agreement. 
All such payments of principal and interest shall be made in lawful money of the United States in Federal or other immediately 
available funds at the office of Wachovia Bank. National Association, Charlotte Plaza, 201 S. College Street, CP-8, NC-0680, 
Charlotte, North Carolina 28288-0680. 

(the “Bank”), 

All L.oans made by the Bank, the respective types and maturities thereof and all repayments of the principal thereof shall be 
recorded by the Bank. and the Bank, if the Bank so elects in connection with any transfer or enforcement of its Note, may endorse on 
the schedule attached hereto appropriate notations to evidence the foregoing information with respect to the Loans then outstanding; 
prxwided that the failure of the Bank to make any such recordation or endorsement shall not affect the obligations of the Borrower 
hereunder or under the Credit Agreement. 

This note is one of the Notes referred to in the Amended and Restated Credit Agreement dated as of June 28, 2007 among 
Duke Energy Corporation, Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke Energy Indiana, Inc., Duke Energy 
Kentucky, Inc., the banks listed on the signature pages thereof, Wachovia Bank, National Association, as Administrative Agent, and 
the other Agents party thereto (as the same may be amended fiom time to time, the “Credit Agreement”), Terms defined in the 
Credit Agreement are used herein with the same meanings. Reference is made to the Credit Agreement for provisions for the 
prepayment hereof and the acceleration of the maturity hereof. 
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[DUKE ENERGY CORPORATION] 

[DUKE ENERGY CAROLINAS. LLC] 

[DUKE ENERGY OHIO, INC] 

[DLJKE ENERGY INDIANA, INC.] 

[DUKE ENERGY KENTUCKY, INC.] 

By : 
Title: 
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Note (cont’d) 

LOANS AND PAYMENTS OF PRINCIPAL 

Amount Amount of 
Principal Maturity Notation 

Date Loan of Ype oan Repaid Date Made By 
of 
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EXHIBIT B-1 

OPINION OF INTERNAL. COUNSEL OF THE BORROWER 

[Effective Date] 

To the Banks and the Administtative Agent 
Referred to Below 

c/o Wachovia Bank, National Association 

Charlotte Plaza 
201 S. College Street 

Charlotte, NC 28288-0680 
Attn: Syndication Agency Setvices 

as Administrative Agent 

CP-8, NC-0680 

Ladies and Gentlemen: 

I am [title of internal counsel] of [Duke Energy Corporation] [Duke Energy Carolinas, LLC] [Duke Energy Ohio, Inc.] [Duke 
Energy Indiana, lnc.] [Duke Energy Kentucky. Inc.] (the “Borrower”) and have acted as its counsel in connection with the Amended 
and Restated Credit Agreement (the “Credit Agreement”), dated as of June 28, 2007, among Duke Energy Corporation, Duke Energy 
Carolinas, LLC, Duke Enetgy Ohio, Inc., Duke Energy Indiana, Inc., Duke Energy Kentucky, Inc. (the “Borrowers”), the banks listed 
on the signature pages thereof. Wachovia Bank, National Association, as Administrative Agent, and the other Agents party thereto. 
Capitalized terms defined in the Credit Agreement are used herein as therein defined. This opinion letter is being delivered pursuant 
to Section 3.01(b) of thc Credit. Agreement. 

I n  such capacity. 1 or attorneys under my direct supervision have examined originals or copies, certified or othetwise 
identified to my satisfaction, of such documents, corporate records, certificates of public officials and other instruments and have 
conducted such other investigations of fact and law as I have deemed necessary or advisable for- purposes of this opinion. 

IJpon the basis of the foregoing, I am of the opinion that: 

I .  The Borrower is [a Delaware corporation] [a North Carolina limited liability company] [an Ohio corporation] [an 
Indiana corporation] [a 
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Kentucky corporation], validly existing and i n  good standing under the laws of [Delaware] [North Carolina] [Ohio] [Indiana] 
[Kentucky]. 

2. The execution, delivery and performance by the Borrower of the Credit Agreement and any Notes are within the 
Borrower’s corporate powers, have been duly authorized by all necessary corporate action, require no action by or in respect of, or 
filing with, any governmental body, agency or official (except for [list exceptions], which have been obtained or made, as the case 
may be, and are in full force and effect) and do not contravene, or constitute a default under, any provision of applicable law or 
regulation or of the articles of incorporation or by-laws of the Borrower or, to my knowledge, of any agreement, judgment, injunction, 
order, decree or other instrument binding upon the Borrower or, to my knowledge, result in the creation or imposition of any Lien on 
any asset of the Borrower or any of its Material Subsidiaries. 

3. The Credit Agreement and any Notes executed and delivered as of the date hereof have been duly executed and 
delivered by the Borrower. 

4. Except as disclosed in the Borrower’s annual report on Form 10-K for the fiscal year ended December 3 1,2006 and 
its quarterly report on Form IO-Q for the period ended March 31,2007, to my knowledge (but without independent investigation), 
there is no action, suit or proceeding pending or threatened against or affecting, the Borrower or any of its Subsidiaries before any 
court or arbitrator or any governmental body, agency or official, which would be likely to be decided adversely to the Botrower or 
such Subsidiary and, as a result, to have a material adverse effect upon the business, consolidated financial position or consolidated 
results of operations ofthe Borrower and its Consolidated Subsidiaries, considered as a whole, or which in  any manner draws into 
question the validity of the Credit Agrecment or any Notes. 

The phrase “to my knowledge”, as used in the foregoing opinion, refers to my actual knowledge without any independent 
investigation as to any such matters. 

I am a member of the Bar of the State of [Delaware] [North Carolina] [Ohio] [Indiana] [Kentucky] and do not express any 
opinion herein concerning any law other than the law of the State of [Delaware] ~ o r t h  Carolina] [Ohio] [Indiana] [Kentucky] and the 
federal law of the lJnited States of America. 

The opinions expressed herein are limited to the matters expressly stated herein, and no opinion is to be inferred or may be 
implied beyond the matters expressly so stated. This opinion is rendered to you in connection with the above-refetenced matter and 
may not be relied upon by you for any other purpose, or relied upon by, or furnished to, any other Person, firm or corporation without 
niy prior written consent, except for Additional Banks and Assignees. My opinions expressed herein are as of the date hereof, and I 
undertake no obligation to advise you of any changes of applicable law or any other matters that may come to my attention after the 
date hereof that may affect my opinions expressed herein. 

Very truly yours, 
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EXHIBIT B-2 

OPINION OF 
ROBINSON, BRADSHAW & HINSON, PA., 
SPECIAL COUNSEL FOR THE BORROWER 

[Effective Date] 

To the Banks and the Administrative Agent 
Referred to Below 

c/o Wachovia Bank, National Association 

Charlotte Plaza 
201 S. College Street 

Charlotte, NC 28288-0680 
Attn: Syndication Agency Setvices 

as Administrative Agent 

CP-8, NC-0680 

Ladies and Gentlemen: 

We have acted as counsel to [Duke Energy Corporation., a Delaware corporation] [Duke Energy Carolinas, LLC, a North 
Carolina limited liability company] [Duke Energy Ohio, lnc., a Ohio corporation] [Duke Energy Indiana, Inc., an Indiana corporation] 
[Duke Energy Kentucky, Inc., a Kentucky corporation] (the “Borrower”), in connection with the Amended and Restated Credit 
Agreement (the “Credit Agreement”), dated as of June 28,2007, among Duke Energy Corporation, Duke Energy Carolinas, LLC, 
Duke Energy Ohio, Inc., Duke Energy Indiana, Inc., Duke Energy Kentucky, Inc. (the “Borrowers”), the banks listed on the signature 
pages thereof, Wachovia Bank, National Association, as Administrative Agent, and the other Agents party thereto. Capitalized terms 
used herein and not defined shall have the meanings given to them in  the Credit Agreement. This opinion letter is being delivered 
pursuant to Section 3.01(b) of the Credit Agreement. 

I n  connection with this opinion, we also examined originals, or copies identified to our satisfaction, of such other documents 
and considered such matters of law and fact as we, i n  our professional judgment, have deemed appropriate to render the opinions 
contained herein. Where we have considered it appropriate, as to certain facts we have relied. without investigation or analysis of any 
underlying data contained therein, upon certificates or other comparable 
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documents of public officials and officers or other appropriate representatives of the Borrower. 

In rendering the opinions contained herein, we have assumed, among other things, that the Credit Agreement and any Notes 
to be executed (i) are within the Borrower’s corporate powers, (ii) have been duly authorized by all necessary corporate action, (iii) 
have been duly executed and delivered, (iv) require no action by or in respect of, or filing with, any governmental body, agency of 
official and (v) do not contravene, or constitute a default under, any provision of applicable law or regulation or of the Borrower’s 
certificate of incorporation or by-laws or any agreement, judgment, injunction, order, decree or other instrument binding upon the 
Borrower or result in  the creation or imposition of any Lien on any asset of the Borrower. In addition, we have assumed that the 
Credit Agreement fully states the agreement between the Borrower and the Banks with respect to the matters addressed therein, and 
that the Credit Agreement constitutes a legal, valid and binding obligation of each Bank, enforceable in accordance with its respective 
terms. 

The opinions set forth herein are limited to matters governed by the laws of the State of North Carolina and the federal laws 
ofthe lJnited States, and no opinion is expressed herein as to the laws of‘ any other jurisdiction. For purposes ofour opinions, we have 
disregarded the choice of law provisions in the Credit Agreement and, instead, have assumed with your permission that the Credit 
Agreement and the Notes are governed exclusively by the internal, substantive laws and judicial interpretations of the State of North 
Carolina. We express no opinion concerning any matter respecting or affected by any laws other than laws that a lawyer in North 
Carolina exercising customary professional diligence would reasonably recognize as being directly applicable to the Borrower, the 
Loans, or any of them. 

Based upon and subject to the foregoing and the further limitations and qualifications hereinafter expressed, it is our opinion 
that the Credit Agreement constitutes the legal, valid and binding obligation of the Borrower and the Notes, if and when issued, will 
constitute legal, valid and binding obligations of the Borrower. in each case, enforceable against the Borrower in accordance with its 
terms. 

The opinions expressed above are subject to the following qualifications and limitations: 

1. Enforcement of the Credit Agreement and the Notes is subject to the effect of applicable bankruptcy, insolvency, 
reorganization, fraudulent conveyance, mot atorium and similar laws affecting the enforcement ofcreditors’ rights generally. 
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2. Enforcement of the Credit Agreement and the Notes is subject to the effect of general principles of equity 
(regardless of whether considered in a proceeding in equity or at law) by which a court with proper jurisdiction may deny rights of 
specific performance, injunction, self-help. possessory remedies or other remedies. 

3 ”  We do not express any opinion as to the enforceability of any provisions contained in the Credit Agreement or any 
Note that (i) purport to excuse a party for liability for its own acts, (ii) purport to make void any act done in  contravention thereof, 
(iii) purport to authorize a party to act in its sole discretion, (iv) require waivers or amendments to be made only in writing, (v) purport 
to effect waivers of constitutional, statutory or equitable rights or the effect of applicable laws, (vi) impose liquidated damages, 
penalties or forfeiture, or (vii) purport to indemnifl a party for i ts own negligence or willful misconduct. Indemnification provisions 
in the Credit Agreement are subject to and may be rendered unenforceable by applicable law or public policy, including applicable 
securities law. 

4. We do not express any opinion as to the enforceability of any provisions contained in the Credit Agreement or the 
Notes purporting to require a party thereto to pay or reimburse attorneys’ fees incurred by another party, or to indemnifj another party 
therefor, which may be limited by applicable statutes and decisions relating to the collection and award of attorneys’ fees, including 
but not limited to North Carolina General Statutes 8 6-21.2. 

5. We do not express any opinion as to the enforceability of any provisions contained i n  the Credit Agreement 
purporting to waive the right of,juiy trial. Under North Carolina General Statutes 
jury trial is unconscionable and unenforceable. 

22B-10, a provision for the waiver of the right to a 

6. We do not express any opinion as to the enforceability of any provisions contained in the Credit Agreement 
concerning choice of forum or consent to the jurisdiction of courts, venue of actions or means of service of process. 

7. It is likely that North Carolina courts will enforce the provisions of the Credit Agreement providing for interest at a 
higher rate resulting from a Default or Event of Default (a ”Default Rate”) which rate is higher than the rate othetwise stipulated in 
the Credit Agreement. The law, however, disfavors penalties, and it is possible that interest at the Default Rate may be held to be an 
unenforceable penalty, to the extent such rate exceeds the rate applicable prior to a default undcr the Credit Agreement. Also. since 
North Carolina General Statutes 8 24-10.1 expressly provides for late charges, it is possible that North Carolina courts, when faced 
specifically with the issue, might rule that this statutory late charge preempts any other charge (such as default interest) by a 
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bank for delinquent payments. The only North Carolina case which we have found that addresses this issue is a 1978 Court of 
Appeals decision, which in our opinion is of limited precedential value, North Carolina National Bank 17 Burnette, 38 N.C. App. 120, 
247 S.E.2d 648 (1978), rev 'don orher grounds, 297 N.C. 524, 256 S.E.2d 388 (1979). While the court in that case did allow interest 
after default (commencing with the date requested in the complaint) at a rate six percent in excess of pre-default interest, we are 
unable to determine froin the opinion that any question was raised as to this being penal in nature, nor does the court address the 
possible question of the statutory late charge preempting a default interest surcharge. Therefore. since the North Carolina Supreme 
Court has not ruled in a properly presented case raising issues of its possible penal nature and those of North Carolina General Statutes 
Q 24-10.1, we are unwilling to express an unqualified opinion that the Default Rate of interest prescribed in the Credit Agreement is 
enforceable. 

8. We do not express any opinion as to the enforceability of any provisions contained in the Credit Agreement relating 
to evidentiary standards or other standards by which the Credit Agreement are to be construed. 

This opinion letter is delivered solely for your benefit in connection with the Credit Agreement and, except for any 
Additional Bank or any Assignee which becomes a Bank pursuant to Section 2.1 7 or 9.06(c) of the Credit Agreement, may not be 
used or relied upon by any other Person or for any other purpose without our prior written consent in  each instance. Our opinions 
expressed herein are as of the date hereof, and we undertake no obligation to advise you of any changes of applicable law or any other 
matters that may come to our attention after the date hereof that may affect our opinions expressed herein. 

Very truly yours, 
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EXHIBIT C 

OPINION OF 
DAVIS POLK & WARDWELL, SPECIAL COI.JNSEL 

FOR THE AGENTS 

[Effective Date] 

To the Banks and the Administrative Agent 
Referred to Below 

c/o Wachovia Bank, National Association 

Charlotte Plaza 
201 S. College Street 

Charlotte, NC 28288-0680 
Attn: Syndication Agency Services 

as Administrative Agent 

CP-8, NC-0680 

Dear Sirs: 

We have participated in the preparation of the Amended and Restated Credit Agreement (the “Credit Agreement”) dated as 
of June 28, 2007 among Duke Energy Corporation, a Delaware corporation, Duke Energy Carolinas, LLC, a North Carolina limited 
liability company, Duke Energy Ohio, Inc. a Ohio corporation, Duke Energy Indiana, Inc., an Indiana corpoiation and Duke Energy 
Kentucky. lnc.. a Kentucky corporation (the “Borrowers”, each individually, a “Borrower”), tlie banks listed on the signature pages 
thereof(the “Banks”), Wachovia Bank, National Association, as Administrative Agent (the “Administrative Agent”), and the othcr 
Agents party thereto, and have acted as special counsel for tlie Agents for tlie purpose of rendering this opinion pursuant to Section 
3.0l(c)of the Credit Agreement. Terms defined in the Credit Agreement are used herein as therein defined 

We have examined originals or copies, certified or otheiwise identified to our satisfaction, of such documents, corporate 
records, certificates of public officials and other instruments and have conducted sucli other investigations of fact and law as we have 
deemed necessary or advisable for purposes of this opinion. 

In  rendering the opinion contained herein, we have assumed, among other things, that the Credit Agreement and any Notes to 
be executed (i) are within each 
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Borrower‘s corporate powers, (ii) have been duly authorized by all necessary corporate action, (iii) have been duly executed and 
delivered, (iv) require no action by or in respect of, or filing with, any governmental body, agency of official and (v) do not 
contravene, or constitute a default under, any provision of applicable law or regulation or of any Borrower’s certificate of 
incorporation or by-laws or any agreement, judgment, injunction, order, decree or othei instrument binding upon any Borrower or 
result in the creation or imposition of any Lien on any asset of any Borrower. 

Upon the basis of the foregoing, we are of the opinion that the Credit Agreement constitutes a valid and binding agreement of 
each Borrower and the Notes, if and when issued by a Borrower, constitute valid and binding obligations of such Borrower 
enforceable in accordance with their respective terms, except as the same may be limited by bankruptcy, insolvency or similar laws 
affecting creditors’ rights generally and by general principles of equity. 

In giving the foregoing opinion, we express no opinion as to the effect (if any) of any law of any jurisdiction (except the State 
of New York) i n  which any Bank is located which limits the rate of interest that such Bank may charge or collect. 

This opinion is rendered solely to you in connection with the above matter. This opinion may not be relied upon by you for 
any other purpose or relied upon by or furnished to any other person, firm or corporation without our prior written consent, except for 
Additional Banks and all Participants. 

Very truly yours, 
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EXHIBIT D 

ASSIGNMENT AND ASSUMPTION AGREEMENT 

AGREEMENT dated as of , 20  among [ASSIGNOR] (the “Assignor”), [ASSIGNEE] (the “Assignee”), [DUKE 
ENERGY CORPORATION] and WACHOVIA BANK, NATIONAL ASSOCIATION, as Administrative Agent (tlie 
“Administrative Agent”). 

W I T N E S S E T H  

WHEREAS, this Assignment and Assumption Agreement (the “Agreement”) relates to the Amended and Restated Credit 
Agreement dated as of June 28,2007 among Duke Energy Corporation, Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke 
Energy Indiana, Inc., and Duke Energy Kentucky, Inc. (the “Borrowers”, each individually, a “Borrower”), the Assignor and the 
other Banks party thereto, as Banlcs, the Administrative Agent and tlie other Agents party thereto (the “Credit Agreement”); 

WHEREAS, as provided under the Credit Agreement, the Assignor has a Commitment to make Loans to the Borrowers and 
participate in  Letters of Credit in an aggregate principal amount at any time outstanding not to exceed 9; ; ( I )  

WHEREAS, Loans made to the Borrowers by the Assignor under the Credit Agreement in the aggregate principal amount of 
$ are outstanding at the date hereof; 

WHEREAS, Letters of Credit with a total amount available for drawing thereunder of $ are outstanding at the date 
hereof; and 

WHEREAS, the Assignor proposes to assign to tlie Assignee all of the rights of the Assignor under the Credit Agreement in 
respect of a portion of its Commitment thereunder in an amount equal to $ 
corresponding portion of its outstanding Loans and Letter of Credit Liabilities, and tlie Assignee proposes to accept assignment of 
such rights and assume the corresponding obligations from the Assignor on such terms;* 

(the “Assigned Amount”), together with a 

NOW, THEREFORE, in consideration of the foregoing and the mutual agreements contained herein, the parties hereto agree 
as follows: 

(1)TIie asterisked provisions shall be appropriately revised in the event of an assignment after the Commitment Termination 
Date. 

Source: Duke Energy Ohio, In, 8-K, July 05, 2007 



SECTION I Defim/ions All capitalized terms not otherwise defined herein shall have the respective meanings set forth in the Credit Agreement 

SECTION 2 Assignnieul The Assignor hereby assigns and sells to the Assignee all of the rights of the Assignor under the Credit Agreement to the 
extent of the Assigned Amount, and the Assignee hereby accepts such assignment from the Assignor and assumes all of the obligations of the Assignor under the 
Credit Agreement to the extent of the Assigned Amount, including the purchase from the Assignor of the corresponding portion of the principal amount of the 
Loans made by, and L,etter of Credit Liabilities of, the Assignor outstanding at the date hereof Upon the execution and delivery hereof by the Assignor, the 
Assignee [, Duke Energy Corporation] [, the Issuing Banks] and the Administrative Agent, the payment of the amounts specified in Section 3 required to be paid 
on the date hereof(i) the Assignee shall, as of the date hereof, succeed to the rights and be obligated to perform the obligations o f 3  Bank under the Credit 
Agreement with a Commitment in an amount equal to the Assigned Amount, and (ii) the Commitment of the  Assignor shall, as of the date hereof, be reduced by 
a like amount and the Assignor released from its obligations under the Credit Agreement to the extent such obligations have been assumed by the Assignee The 
assignment provided for herein shall be without recourse to the Assignor 

SECTION 3 Pnymenl.s As consideration for the assignment and sale contemplated in Section 2 hereof, the Assignee shall pay to the Assignor on 
the date hereof in Federal funds the amount heretofore agreed between them (2) It is understood that facility [and Letter of Credit] fees accrued to the date hereof 
in respect of the Assigned Amount are for the account of the Assignor and such fees accruing from and including the date hereof are for the account of the 
Assignee Each of the Assignor and the Assignee hereby agrees that if it receives any amount under the Credit Agreement which is for the account of the other 
party hereto, it shall receive the same for the account of such other party to the extent of such other party's interest therein and shall promptly pay the same to 
such other party 

SECTION 4 Cutisen/ /o Assignnienf This Agreement is conditioned upon the consent of [Duke Energy Corporation,] [the Issuing Banks] and the 
Administrative Agent pursuant to Section 9 06(c) of the Credit Agreement The execution of this Agreement by [Duke Energy Corporation,] [the Issuing Banks] 
and the Administrative Agent is evidence of this consent Pursuant to Section 9 06(c) each Borrower agrees to execute and deliver a Note, if required by the 

(2)Amount should combine principal together with accrued interest and breakage compensation, if any, to be paid by the 
Assignee. I t  may be prefeiahle in an appropriate case to specify these amounts generically or by formula rather than as a fixed sum. 
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Assignee, payable to the order o f  tlie Assignee to evidence tlie assignment and assumption provided for herein. 

SECTION 5 Non-reliance on Assrgnot: The Assignor iiiakes no representation or wananty in connection with, and shall have no responsibility 
with respect to, the solvency, financial condition, or statements of any Borrower, or the validity and enforceability of the obligations of any Borrower in respect 
of the Credit Agreement or any Note The Assignee acknowledges that it has, independently and without reliance on the Assignor, and based on such documents 
and information as it has deemed appropriate, made its own credit analysis and decision lo enter into this Agreement and will continue to be responsible for 
making its own independent appraisal of the business, affairs and financial condition of each Borrower 

SECTION 6 Governmg Lmv This Agreement shall be governed by and construed i n  accordance with the laws of the State of New York 

SECTJON 7 Counterparts This Agreement may be signed in any number of Counterparts, each of which shall be an original, with the same effect 
as if the signatures thereto and hereto were upon the same instrument 

SECTION 8 Adminislratiiw Questiomaire Attached IS an Administrative Questionnaire duly completed by the Assignee 
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and delivered by their duly authorized 
officers as of the date first above written. 

[ASSIGNOR] 

By: 
Title: 

[ASSIGNEE] 

Title: 

[DIJKE ENERGY CORPORATION] 

By : 
Title: 

WACHOVIA BANK, NATIONAL 
ASSOCIATION, as Administrative Agent 

By: 
Title: 
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EXHIBIT E 

EXTENSION AGREEMENT 

Wachovia Bank, National Association, as Administrative 
Agent under the Credit Agreement referred to below 

Charlotte Plaza 
201 S. College Street 

Charlotte, NC 28288-0680 
Attn: Syndication Agency Setvices 

CP-8, NC-0680 

Ladies and Gentlemen: 

Effective as of [date], the undersigned hereby agrees to extend its Commitment and Commitment Termination Date under the 
Amended and Restated Credit Agreement dated as of June 28, 2007 among Duke Energy Corporation, Duke Energy Carolinas, LLC, 
Duke Energy Ohio, Inc., Duke Energy Indiana, Inc., Duke Energy Kentucky Inc. (tlie “Borrowers”, each individually, a 
“Borrower”), the Banks party thereto, Wachovia Bank, National Association, as Administrative Agent, and the other Agents party 
thereto (the “Credit Agreement”) for one year to [date to which its Commitment Termination Date is to be extended] pursuant to 
Section 2.01(c) of the Credit Agreement. Terms defined in tlie Credit Agreement are used herein as therein defined. 

This Extension Agreement shall be construed in accordance with and governed by the law of the State of New York. This 
Extension Agreement may be signed in any number of counterparts, each ofwhich shall be an original, with the same effect as if the 
signatures thereto and hereto were upon tlie same instrument. 

[NAME OF BANK] 

By: 
Title: 
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Agreed and Accepted: 

DUKE ENERGY CORPORATION. 
as Borrowei- 

By: 
Title: 

D'CJKE ENERGY CAROLINAS, LLC, 
as Borrower 

Title: 

DUKE ENERGY OHIO, INC.. 
as Borrower 

By: 
Title: 

DUKE ENERGY INDIANA, INC., 
as Borrower 

Title: 

DIJKE ENERGY KENTLJCKY, INC., 
as Borrower 

By: 
Title: 
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WACHOVIA BANK, NATIONAL ASSOCIATION, 
as Administrative Agent 
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EXHIBIT F 

NOTICE OF ISSUANCE 

Date: 

From: 

To: Wachovia Bank, National Association, as Administrative Agent 
, as Issuing Bank 

[Duke Energy Corporation] [Duke Energy Carolinas, LLC] [Duke Energy Ohio, Inc.] [Duke Energy Indiana, Inc.] 
[Duke Energy Kentucky, Inc.] 

Re: Amended and Restated Credit Agreement dated as of June 28. 2007 (as amended from time to time, the 
“Credit Agreement”) among Duke Energy Corporation, Duke Energy Carolinas, LLC, Duke Energy Ohio, Inc., Duke 

Energy Indiana, Inc., Duke Energy Kentucky, Inc. (the “Borrowers”, each individually, a “Borrower”), the Banks 
party thereto, Wachovia Bank, National Association, as Administrative Agent and the other Agents party thereto 

[Duke Energy Corporation] [Duke Energy Carolinas, LLC] [Duke Energy Ohio, Inc.] [Duke Energy Indiana, Inc.] [Duke 
Energy Kentucky, Inc.] hereby gives notice pursuant to Section 2.1 S(b) of the Credit Agreement that it requests the above-named 
Issuing Bank to issue on or before 
“Requested L,etter of Credit”). 

a Letter of Credit containing the terms attached hereto as Schedule 1 (the 

The Requested Letter of Credit will be subject to [UCP 5001 [ISP98]. 

[Duke Energy Corporation] [Duke Energy Carolinas, LLC] [Duke Energy Ohio, Inc.] [Duke Energy Indiana, Inc.] [Duke 
Energy Kentucky, Inc.] hereby represents and warrants to the Issuing Bank, the Administrative Agent and the Banks that: 

(a) immediately after thc issuance of the Requested Letter of Credit, (i) the Utilization Limits are not exceeded and (ii) 
the aggregate amount of the Letter of Credit Liabilities shall not exceed $1,000,000,000; 

(b) immediately after the issuance ofthe Requested Letter of Credit, no Default shall have occurred and be continuing; 
and 

(c) the representations and warranties contained in the Credit Agreement (except the representations and warranties set 
forth in Section 4.04(c) and 4.06 of the Credit Agreement) shall be true on and as of the date of issuance of the 
Requested Letter of Credit. 
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[Duke Energy Corporation] [Duke Energy Carolinas, LLC] [Duke Energy Ohio, Inc.] [Duke Energy Indiana, Inc.] [Duke 
Energy Kentucky, Inc.] hereby authorizes the Issuing Bank to issue the Requested L,etter of Credit with such variations from the above 
terms as the Issuing Bank may, in its discretion, determine are necessary and are not materially inconsistent with this Notice of 
Issuance. The opening of the Requested L,etter of Credit and [Duke Energy Corporation] [Duke Energy Carolinas, LLC] [Duke 
Energy Ohio, Inc.] [Duke Energy Indiana, Inc.] [Duke Energy Kentucky, Inc.1’~ responsibilities with respect thereto are subject to 
[LJCP 5001 [ISP98] as indicated above and the terms and conditions set forth in the Credit Agreement. 

Terms used herein and not otherwise defined herein have the meanings assigned to them in  the Credit Agreement. 

[DUKE ENERGY CORPORATION] 

[DUKE ENERGY CAROLINAS, LLCl 

[DUKE ENERGY OHIO, INC.] 

[DUKE ENERGY INDIANA, INC.] 

[DIJKE ENERGY KENTUCKY, INC.] 

By: 
Title: 
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SCHEDULE I 
Application and Agreement for 

Irrevocable Standby Letter of Credit 

To: - (“Bank”) 

Please TYPE information i n  the fields below. We reserve the right to return illegible applications for clarification. 

Date: 

LIC No 

The undersigned Applicant hereby requests Bank to issue and transmit by: 
c1 Overnight Carrier c1 Teletransmission 0 Mail 0 Other: 

I 

(Bank Use Only) 

Explain: 
an Irrevocable Standby L,etter of Credit (the *‘Credit”) substantially as set forth 
below. In  issuing the Credit, Bank is expressly authorized to make such changes 
from the terms herein below set forth as it, in  its sole discretion, may deem 
advisable, 

Applicant (Full name & address) 

Beneficiary (Full name & address) 

~ -~ ~ ~~ 

Advising Bank (Designate name & address only, if desired) 

Currency and amount in figures: 

Currency and amount in words: 

Expiration Date: 

Charges: the Bank’s charges are for our account; all other banking charges are to be paid by beneficiaty. 

Credit to be available for payment against Beneficiary’s draft(s) at sight drawn on Bank or its correspondent at Bank’s option 
accompanied by the following documents: 

Statement, purpoi.tedly signed by the Beneficiary, reading as follows (please state below exact wording to appear on the 
statement): 

Other Documents 

0 Special Conditions (including, ifApplicant has a preference, selection of UCP as herein defined or ISP98 as herein defined). 

Issue substantially in form of attached specimen. (Specimen must also be signed by applicant.) r 
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Complete only when the Beneficiary (Foreign Bank, or other Financial Institution) is to issue its undertaking based on this Credit. 
0. Request Beneficiary to issue and deliver their (specify type of undertaking) for an amount not 
exceeding the amount specified above, effective immediately relative to (specify contt act number or other pertinent reference) to 
expire on . (This date must be at least 15 days prior to expiry date indicated above.) It is understood that if the Credit is 
issued in favor of any bank or other financial or commercial entity which has issued or is to issue an undertaking on behalf of the 
Applicant of the Credit in  connection with the Credit, the Applicant hereby agrees to remain liable under this Application and 
Agreement in respect of the Credit (even after its stated expiry date) until Bank is released by such bank or entity. 

i n  favor of 

Approved (Print name and title) 

Customer SIC Code: Borrower Default Grade: 

Charge DDA#: Fee: RC #: 

Each Applicant signing below affirms that it has h l ly  read and agrees to this Application. (Note: If a bank, trust company, 
or other financial institution signs as Applicant or joint and several co-Applicant for its customer, or if two Applicants jointly and 
severally apply, both parties sign below.) Documents may be foiwarded to the Bank by the beneficiary, or the negotiating bank, in 
one mail. Bank may foiward documents to Applicant’s customhouse broker, or Applicant if specified above, in one mail. Applicant 
understands and agrees that this Credit will be subject to the Uniform Customs and Practice for Documentary Credits of the 
International Chamber of Commerce currently in  effect, and in use by Bank (‘TJCP”) or to the International Standby Practices of the 
International Chamber of Commerce, Publication 590 or any subsequent version currently in effect and in use by Bank (“ISP98”). 

City: 

Telephone: 

CL,AS Bank #: CLAS Obligor #: 

(Print or type name ofApplicant) (Print or type name of Applicant) 

(Address) (Address) 

Authorized Signature (Title) Authorized Signature (Title) 

Authorized Signature (Title) Authorized Signature (Title) 

Customer Contact: Phone: 

BANK lJSE ONLY 
NOTE: Application will NOT be processed if this section is not complete. 

Approved (Authorized Signature) Date: 
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EXHIBIT G 

APPROVED FORM O F  LETTER O F  CREDIT 

IRREVOCABLE STANDBY 1,ETTER OF CREDIT NO. 

BENEFICIARY 

1,ADIES AND GENTLEMEN: 

WE HEREBY ISSUE OUR IRREVOCABLE STANDBY LETTER O F  CREDIT NUMBER 
[INSERT BENEFICIARY NAME], BY ORDER AND FOR THE ACCOUNT O F  [DUKE ENERGY CORPORATION] 
[DUKE ENERGY CAROLINAS, L,LC] [DIJKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, 1NC.I [DUKE 
ENERGY KENTUCKY, INC.], [ON BEHALF O F  [INSERT NAME O F  [DUKE ENERGY CORPORATION] [DUKE 
ENERGY CAROLINAS, LLC] [DIJKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY 
KENTUCKY, INC.]’S AFFILIATE OR SIJBSIDIARY],] AT SIGHT FOR UP TO 
UNITED STATES DOLLARS) AGAINST THE FOLLOWING DOCUMENTS: 

, IN FAVOR O F  

U.S. DOLLARS ( 

1) 
CAROLINAS, LLC] [DUKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY KENTUCKY, 
INC.]/[INSERT NAME O F  [DUKE ENERGY CORPORATION] [DIJKE ENERGY CAROLINAS, LLC] [DUKE ENERGY 
OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY KENTUCKY, INC.]’S AFFILIATE OR SUBSIDIARY]] 
IS IN DEFAULT UNDER ONE OR MORE AGREEMENTS BETWEEN [[DIJKE ENERGY CORPORATION] [DIJKE 
ENERGY CAROLINAS, LLC] [DUKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY 
KENTUCKY, INC.]/[INSERT NAME O F  [DUKE ENERGY CORPORATION] [DUKE ENERGY CAROLINAS, LLC] 
[DUKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY KENTUCKY, INC.]’S AFFILIATE 
OR SUBSIDIARY]] AND [INSERT BENEFICIARY’S NAME].” 

A BENEFICIARY’S SIGNED CERTIFICATE STATING “[[DUKE ENERGY CORPORATION] [DUKE ENERGY 

OR 

2) 
REQUESTED ALTERNATE SECURITY FROM [[DUKE ENERGY CORPORATION] [DUKE ENERGY CAROLINAS, 
LLC] [DUKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY KENTIJCKY, INC.]/[INSERT 
NAME OF [DUKE ENERGY CORPORATION] [DUKE ENERGY CAROLANAS, LLC] [DUKE ENERGY OHIO, INC.] 
[DUKE ENERGY INDIANA, INC.] [DUKE ENERGY KENTUCKY, INC.13 AFFILIATE OR SUBSIDIARY]] AND [DUKE 
ENERGY 

A BENEFICIARY’S SIGNED CERTIFICATE STATING “[INSERT BENEFICIARY’S NAME] HAS 
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CORPORATION] [DUKE ENERGY CAROLINAS, LLC] [DUKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, 
INC.] [DUKE ENERGY KENTUCKY, INC.J/[INSERT NAME O F  [DUKE ENERGY CORPORATIONl [DrJKE ENERGY 
CAROLINAS, LLC] [DUKE ENERGY OHIO, INC.] [DUKE ENERGY INDIANA, INC.] [DUKE ENERGY KENTUCKY, 
INC.]’S AFFILIATE OR SUBSIDIARY]] HAS NOT PROVIDED ALTERNATE SECURITY ACCEPTABLE TO [INSERT 
BENEFICIARY’S NAME] AND THIS L’ETTER OF CREDIT HAS LESS THAN TWENTY DAYS UNTIL EXPIRY.” 

AND 

3) A DRAFT STATING THE AMOUNT TO BE DRAWN. 

SPECIAL CONDITIONS: 

1.  PARTIAL DRAWINGS ARE PERMITTED. 

2. 
EXPIRY DATE OF THIS STANDBY L,ETTER OF CREDIT. 

DOCUMENTS MUST BE PRESENTED AT OUR COUNTER NO LATER THAN , W H I C H  IS THE 

WE HEREBY ENGAGE WITH YOIJ THAT ALL DRAFTS DRAWN IJNDER AND IN COMPLIANCE WITH THE 
TERMS OF THIS CREDIT WILL BE DULY HONORED IF DRAWN AND PRESENTED FOR PAYMENT AT OUR 
OFFICE LOCATED AT ON OR BEFORE THE EXPIRY DATE OF THIS CREDIT. 

EXCEPT AS OTHERWISE EXPRESSLY STATED HEREIN, THIS CREDIT IS SUBJECT TO THE UNIFORM 
CUSTOMS AND PRACTICE FOR DOCUMENTARY CREDITS, 1993 REVISION, INTERNATIONAL CHAMBER OF 
COMMERCE PUBLICATION NO. 500. 

COMMIJNICATIONS WITH RESPECT TO THIS STANDBY LETTER OF CREDIT SHALL BE IN WRITING AND 
SHALL BE ADDRESSED T O  US AT 
STANDBY L,ETTER OF CREDIT. 

, SPECIFICALLY REFERRING TO THE NUMBER OF THIS 

VERY TRUL,Y YOURS 
[ISSUING BANK] 
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