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Exchange Act Rule 13e-4(i) (Cross-Border Issuer Tender offer) 
Exchange Act Rule 14d-l(d) (Cross-Border Third-party Tender Offer) 0 

dale or dales as may be necessary to delay its efkdive dale until !he registrant shall lile a rurtlier 
with sec 
acting p on 8(a), may determine. 
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PRELIhlINARY, SUBJECT TO COMPLETION, DATED APRIL 25,2011 

MERGER PROPOSED-YOUR VOTE IS VERY IMPORTANT 

Dear Shareholders: 

The board of directors of Duke Energy Corporation and the board of directors of Progress Energy, Inc. have agreed to a strategic combination 
of Duke Energy and Progress Energy under the terms of the Ag 
merger agreement. If we complete the merger, Diamond Acqui 
as Merger Sub, will merge with and into Progress Energy and Progress Energy will become a wholly-owned subsidiary ofDuke Energy. 

nt and Plan of Merger, dated as of January 8,201 1, which we refer to as the 
Corporation, a wholly-owned subsidiary of Duke Energy, 

In the merger, Progress Energy shareholders will have the right to receive 2.61 25 shares (to be adjusted as described bel 
unon stock, par value $0.001 per share, for each share of Progress Energy common stock, no par value per share, held at 
n cash to be paid in lieu of any fractional shares (other than those held in Progress Energy's Stock Purchase and Dividend Reinvestment Plan). 

We will adjust this exchange ratio proportionately to reflect the 1 -for-3 reverse stock split with respect to the issued and outstandmg Duke Energy 
common stock that Duke Energy plans to implement prior to, and conditioned on, the completion of the merger. The resulting adjusted exchange 
ratio will be 0.87083 of a share of Duke Energy common stock for each share of Progress Energy common stock. Each outstanding option to 

d each outstandmg equity award relating to, one slme of Progress Energy common stock will be converted into an option 
award relating to, 2.6125 shares of Duke Energy common stock, as applicable, as adjusted for the reverse stock split as des 

Based on the number of shares of common stock of Duke Energy and Progress Energy outstandmg on [ - 1,201 1, the record date for the two 
companies' special meetings of shareholders, and after giving effect to the reverse stock split., Duke Energy expects to issue approximately 
[ 
Duke Energy shareholders and former Progress Energy shareholders would own approximately [-I% and [-I% of the common stock of Duke 
Energy, respectively, which shares of Duke Energy common stock will be listed on the New York Stock Exchange. 

Duke Energy and Progress Energy will each hold a special meeting of shareholders to consider the proposed merger. We cannot complete the 
merger unless the shareholders of both Duke Energy and Progress Energy approve the respective proposals related to the merger. Your vote is very 
importan$ regardless of the number of shares you own. Whether or not you expect to attend your company's special meeting in person, ptease 
vote your shares as promptly as possible by (1) accessing the Internet website specified on your proxy card, (2) calling the toll-free 
number specified on your proxy card or (3) signing all proxy cards that you receive and returning them in the postage-paid envelopes 
provided, so that your shares may be represented and voted at the Duke Energy or Progress Energy special meeting, as applicable. You 
may revoke your proxy at any time before the vote at the special meeting by following the procedures outlined in the accompanying joint 
proxy statemenffprospectus. 

- ] shares of Duke Energy common stock to Progress Energy shareholders. Based onthese numbers, upon the completion of the merger, 

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

Sincerely, Sincerely, 

James E. Rogers 
n'-Grman, President and Chief Executive Officer 

~ .e Energy Corporation 

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

The obligations of Duke Energy and Progress Energy to complete the merger are subject to the satisfaction or waiver of several conditions set 
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forth in the merger agreement. More information about Duke Energy, Progress Energy, the special meetings, the merger agreement and tlie merger 
is contained in the accompanying joint proxy statementlprospectus. Duke Energy and Progress E 
proxy statement/prospectus carefully, including the section entitled “RISK FACT ORs” beginning on page 19. 

encourage you io read the entire joint 

ssion nor any state securities commission has approved or disapproved the merger and 

ger, or determined if the joint proxy statemenffprospectus is accurate or complete. Any 

Neither the Securities 
er transactions describe 

unergy common stock in c 
representation to the contrary is a criminal offense. 

/ 
joint proxy statemenffprospectus, nor have they approved or disapproved the issuance of the Duke 

This document is dated [ - 1,201 1, and is f i t  being mailed to the shareholders of Duke Energy and Progress Energy on or about 
[ - 1,2011. 
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DUKE ElWRGY CORPORATION 

NOTICE OF SPECIAL MJ3ETING OF SECAREHOLDERS 
TOBEHELDONI - 1,2011 

To the Shareholders of Duke Energy Corporation: 

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

(i) a proposal to approve the amendment of the amended and restated certificate of incorporation of Duke Energy Corporation to provide 
for a 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy common stock in connection with the merger 
contemplated by the Agreement and Plan of Merger, dated as of January 8,201 1, by and among Duke Energy Corporation, Diamond 

ly-owned subsidiary of Duke Energy Corporation, and Progress Energy, In 
included as Annex A to proxy statemenUprospectus attached to tlis notice, as such agreement may be amended from time .to 
time and which we refer to as the merger agreement, subject to the Duke Energy board of directors’ authority to not complete such 
amendment if the merger agreement is terminated or the merger is otherwise abandoned (we refer to this proposal as the “reverse stock 
split proposal”); 

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

(iii) a proposal to adjouni the special meeting of the shareholders of Duke Energy, if necessary, to solicit additional proxies ifthere are not 
sufficient votes to approve either of the proposals above (we refer to this proposal as the “Duke Energy adjournment proposal”). 

If Duke Energy and Progress Energy do not complete the merger, Duke Energy will not amend its amended and restated certificate of 
incorporation to effect the reverse stock split contemplated by the reverse stock split proposal, notwithstanding that Duke Energy’s shareholders 
may have previously approved the reverse stock split proposal. Please refer to the attached joint proxy statementlprospectus and fhe merger 
agreement for M e r  information with respect to the business to be transacted at the special meeting of Duke Energy Shareholders. We expect to 
transact no other business at the special meeting, except for business properly brought before the special meeting. 

Only holders of record of shares of Duke Energy common stock at the close of business on [ - 1,201 1, the record date for the special 
meetmg, are entitled to notice of, and to vote at, the special meeting and any adjournments or postponements of the special meeting. A list of these 
shareholders will be available for inspection by any Duke Energy slxireholder, for any purpose germane to the Duke Energy special meeting, at 
such meeting. 

We cannot complete the merger described in the joint proxy statementlprospectus unless (i) holders of at least a majority of all shares of 
Duke Energy common stock outstan- on tlie record date for the Duke Energy special meeting vote in favor of the reverse stock split proposal 
and (ii) holders of at least a majority of the shares of Duke Energy common stock voting on the share issuance proposal approve the proposal, 
provided that the total votes cast on the proposal (including abstentions) must represent a majority of the shares of Duke Energy common stock 
outstandulg on the record date for the Duke Energy special meeting. 

Table of Contents 

http://www.sec.gov/Archives/edgar/data/l326160/0001193 1251 11 0794l/ds4a.htm[4/28/20118:50: 17 AM] 

http://www.sec.gov/Archives/edgar/data/l326160/0001193


Amendment No. 2 to Form S-4 

The Duke Energy board of directors unanimously recommends that the Du 
split proposal, the share issuance proposal and the Duke Energy adjournment p 
directors and executive officers in the merger that may be different from, or in additio 

ierally, see disclosure included in the joint proxylstatement prospectus attached to this notice under the heading “The Merger- 
.rerests of Directors and Executive Officers in the Ilferger-Interests of Directors and Executive Officers of Duke Energy in the Merger.” 

Whether or not you expect to attend the Duke Energy special meeting in pers 
specified on your proxy card, (2) calling the 

nd returning them in the postage-paid envelopes provided, so that 
voted at the Duke Energy special meeting. If your shares are held in the name of a bank, broker or other fiduciary, please follow the instructions 
on the voting instruction form furnished by the record holder. 

By Order of the Board of Directors, 

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

Corporate Secretary 

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

NOTICE OF S P E W  MEETING OF S W H O L D E R S  
T O B E m L D O N [  - ] , Z O l l  

To the Shareholders of Progress Energy, Inc.: 

Energy Center for the Performing Arts located at 2 East South Street in Raleigh, North Carolina 27601, to consider and vote upon: 
We will hold a special meeting of the shareholders of Progress Energy, Inc., on [ - 1,201 1 at [ - 1, Eastern time, in the Progress 

(i) a proposal to approve the plan of merger c 
Duke Energy Corporation, Diamond Ac 
Energy, Inc., a copy of wlicli is included as Annex A to the joint proxy statemenVprospectus attached to this notice, as such agreement 
may be amended from time to time and which we refer to as the merger agreement, pursuant to which Diamond Acquisition 
Corporation will be merged with and into Progress Energy and each outstan@ share of common stock of Progress Energy will be 
converted into the right to receive 2.61 25 shares of common stock of Duke Energy, subject to adjustment to reflect the 1 -for-3 reverse 
stock split with respect to the issued and outstandmg Duke Energy common stock that Duke Energy plans to implement prior to, and 
conditioned on, the completion of the merger, resulting in an adjusted exchange ratio of 0.87083, with cash to be paid in lieu of any 
fractional shares other tlm those held in Progress Energy’s Direct Stock Purchase and Dividend Reinvestment Plan (we refer to this 
proposal as the “merger proposal”); and 

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

d in the Agreement and Plan of Merger, dated as of January 8,201 1, 
n Corporation, a wholly-owned subsidiary ofDuke Energy Corporatio 

(ii) 

Based on the closing price of Duke Energy common stock on the New York Stock Exchange, or the NYSE, on January 7,201 1, the last 
trading day before the public announcement of the execution of the merger agreement, the 2.6125 exchange ratio (pnor to adjustment for the 
reverse stock split) represented approximately $46.48 in Duke Energy common stock for each share of Progress Energy common stock. Based on 
tlie closing price of Duke Energy common stock on the NYSE on April 21,201 1, tlie last practicable date before the date of this document, the 
unadjusted 2.61 25 exchange ratio represented approximately $48.20 in Duke Energy common stock for each share of Progess Energy common 
stock. If the proposals are accepted, and other conditions are met, Duke F,nergy shareholders will continue to own their existing shares of Duke 
Energy common stock, adjusted for the reverse stock split 

I Please refer to the attached joint proxy statemenVprospectus and the merger agreement for firher information with respect to the business to 
ue transacted at the special meeting of Progress Energy shareholders. We expect to transact no other business at the special meeting, except for 
business properly brought before the Progress Energy special meeting and any adjournment or postponement of the Progress Energy special 
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meeting. 

Only holders of record of shares of Progress Energy common stock at the close of business on [ - 1,201 1, the record date for the special 
meeting, are entitled to notice of, and to vote at, the special meeting and any adjournments or postponements of the special meeting. A list of these 

reholders will be available for inspection by any Progress Energy shareholder, for any purpose germane to the Progress Energy special meeting, 
. "  .hch meeting. 

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

Table of Contents 

The Progress Energy board of directors unani ds that the Progress Energy shareliolders vote "FOR" the merger 
sion of interests of Progress Energy's directors and executive proposal and the Progress Energy adjournment p 

officers in the merger that may be different from, or in addition to, the interests of Progress Energy's shareholders generally, see 
disclosure included in the joint proxylstatement prospectus attached to this notice under the heading "The Merger-Interests of Directors 
and Executive Officers in the Merger-Interests of Directors and Executive Officers of Progress Energy in the Merger." Whether or not 
you expect to attend the Progress Energy special meeting in person, please vote your shares as promptly as possible by (1) accessing the 
Internet website specified on your proxy card, (2) calling the toll-free number specified on your proxy card or (3) signing all proxy cards 
that you receive and returning them in the postage-paid envelopes provided, so that your shares may be represented and voted at  the 
Progress Energy special meeting. If your shares are held in the name of a bank, broker or other fiduciary, please follow the instructions on the 
voting instruction form furnished by the record holder. 

Do not send any share certificates at this time. If we complete the merger, we will not* you of the procedures for exchanging Progress 
Energy share certificates for shares of Duke Energy Corporation. 

By Order of the Board of Directors, 

Name: John R. McArthur 
Title: Executive Vice President, General Counsel and 

Corporate Secretary 

Raleigh, No& Carolina 
[ - 1,2011 
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ADDITIONAL INFORMATION 

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

Duke Energy Corporation 
shareholders should contact 

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

Banks and brokers call collect: (212) 440-9800 

Progress Energy, Inc. 
shareholders should contact 

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

10022 
77) 750-9499 

Banks and brokers call collect: (212) 750-5833 

Investors may also consult Duke Energy’s or Progress Energy’s websites for more information concerning the merger described in tlis 
document Duke Energy’s website is www.duke-enerty.com. Progress Energy’s website is www.progress-energv.com. Information included on 
these websites is not incorporated by reference into tlis document, 

If you would like to request documents, please do so by [ - 1,2011 in order to receive them before the special meetings. 

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

VOTING BY INTERNET, TELEPHONE OR MlAIL 

Duke Energy shareholders of record may submit their proxies by: 

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

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

Mail. You can vote by mail by completing, signing, dating and mailing your proxy card@) in the postage-paid envelope included with this 
- -ument 

Progress Energy shareholders of record may szibrnit their proxies by: 
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Internet. You can vote over the Internet by accessing tlie website shown on your proxy card and following the instnrctions on the website. 
Internet voting is available 24 hours a day. 

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

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

If you are not the holder of record- 

the information forwarded by your bank, broker, custodian or other record holder to see which options are available to you. 
If you hold your shares through a bank, broker, custodian or other record holder, please refer to your proxy card or voting instruction form or 

iv 
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND Tl3E SPECIAL MEETINGS 

The following are answers to some questions tha rgy, Iiic., may have 
regardiiig the merger and the other matters being cons special meeting of 
Progress Energy shareholders. Duke Energy and ProgressEnergy urge you to read carefully this entire document because the information in this 
section h e s  not provide all the infotmatwii that might be important to you with respect to tlie merger aiid the other matters being considered at 
the special meetings. We also include additional important infotmatwn in the annexes to aiid the docimierits incorporated by reference into this 
document. 

holder of D u h  Energy Corporation or Pro@ 
cia1 meeting of Duke Energy shareholders an 

Q: 
A: 

Q: 
A: 

Q: 
A: 

Why am I receiving this document? 

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

In order to complete the merger, Duke Energy shareholders must vote to approve (i) an amendment to the amended and restated certificate of 
incorporation of Duke Energy providing for a 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy common 

completion of tlie merger 
n, in order to complete the 

es of Duke Energy common stock in 
eholders must vote to approve the merger 

agreement. 

Duke Energy and Progress Energy will hold separate special meetings of shareholders to obtain these approvals. This document contains 
important information about the merger agreement, the merger and the special meetings of the shareholders of Duke Energy and Progress 
Energy, and you should read it carefully. The enclosed voting materials allow you to vote your shares Without attending your respective 
meetings in person. 

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

When and where are the meetings of the Shareholders? 

The special meeting ofDuke Energy shareholders will take place at [-I a.m., Eastern time, on [ - 1, 201 1, in the O.J. Miller Auditorium 
located at 526 South church Street, Clmrlotte, North Carolina 28202. 
The special meeting of Progress Energy shareholders will take place at [-3 a.m., Eastern time, on [ - 1,201 1,111 the Progress Energy 
Center for the Performing Arts located at 2 East South Street in Raleigh, North Carolina 27601. 

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

Who can vote at the special meetings? 

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

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

Q: 
A: 

Q: 
A: 

Q: 
A: 

How do I vote? 

If you are a shareholder of record of Duke Energy as of the record date for the Duke Energy special meeting or a shareholder of record of 
Progress Energy as of the record date for the Progress Energy special meeting, you may vote by: 

accessing the Internet website specified on your proxy card; 

calling the toll-free number speczied on your proxy car4 or 

signing tlie enclosed proxy card and returning the postage-paid envelope provided. 

You may also cast your vote in person at your respective company’s special meeting. If you hold Duke Energy common stock or Progress 
Energy common stock in “street name” through a bank, broker or other nominee, please follow the voting instructions provided by your bank, 
broker or other nominee to ensure that your shares 
broker, custodian or other record holder who wish 
nominee. 

ented at your special m 
the meeting will need t 

hareholders that hold shares through a bank, 
a “legal proxy” from their bank, broker or other 

What will happen in the proposed merger? 

Prior to entering into the merger agree 
we complete the merger, Diamond Ac 
will become a wholly-owned subsidiary of Duke Energy. 

We provide additional information on the merger under the headuy: “The Merger,” beginning on page [-I. 

Duke Energy formed a new North Carolina corporation, Diamond Acquisition Corporation. If 
on Corporation will merge with and into Progress Energy, as a result of which Progress Energy 

What mill I receive for my shares? 

Upon completion of the merger, each share of Progress Energy common stock that you own immediately prior to the completion of the 
merger will be converted into the right to receive 0.87083 of a share of Duke Energy common stock together with cash in lieu of fractional 

s (other than shares held in Progress Energy’s Direct Stock Purchase andDividend Reinvestment-Plan, or the Progress Energy dividend 
estment plan). This is equal to the exchange ratio provided in the merger agreement adjusted to reflect the reverse stock split that is 

discussed below. The exchange ratio will not be adjusted as a result of any changes in the trading prices of Duke Energy common stock or 
Progress Energy common stock. Each outstanding option to acquire, and each outstanding equity award relating to, one share of Progress 
Energy common stock will be converted into an option to acquire, or an equity award relating to, 0.87083 of a share of Duke Energy 
common stock, as applicable. Each share of Duke Energy common stock that you own immediately prior to the completion of the merger will 
be adjusted for tlie reverse stock split if the merger is complet We provide additional information on the consideration to be received in 
the merger under tlie headmg “The Merger Agreeme Consideration,” beg onpage [-I, and additional information on the 
reverse stock split under the heading “Proposals Submitted to Duke Energy’s Shareholders-The Reverse Stock Split Proposal,” beginning 
onpage [--I. 

What is the reverse stock split? 

Duke Energy is proposing that the Duke Energy shareholders approve an amendment to Duke Energy’s amended and restated certiticate of 
incorporation providing for a 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy common stock in 
connection with the merger. If the Duke Energy Shareholders approve this reverse stock split proposal and the reverse stock split is effected, 
then every three issued and outstanding shares of Duke Energy common stock would be combined and reclassified into one share of Duke 
Energy common stock. Immediately following the reverse stock splif each Duke Energy shareholder will own a reduced number of shares of 
Duke Energy common stock. The reverse stock split will happen at the same time for every Duke Energy shareholder, will affect every Duke 
Energy sl~reholder 

vi 

Table of Contents 

uniformly and will not change any Duke Energy shareholder’s percentage ownership interest or relative voting rights in Duke Energy (other 
than to the extent that the reverse stock split would result in any Duke Energy shareholder owning a fractional share, because cash will be 
paid in lieu of fractional shares other than those held in participant accounts under the Duke Energy InvestorDirect Clioice Plan, which we 
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v: 
A: 

Q: 
A: 

Q: 
A: 

Q: 

A: 

refer to as the Duke Energy dividend reinvestment plan). The reverse s 
common stock. As we explain below, while there can be no as e as to Duke Energy’s future valuation or stock price, the reverse 

stock split should not in itself change the overall valuation of Duke Energy, the value of a Duke Energy shareholder’s investment or the value 
of the consideration Progress Energy shareholders expect to receive in the merger. 

split would not change the number of authorized shares of Duke 

Why is Duke Energy doing a reverse stock split? 

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

What is the impact on the Duke Energy shareholder from the reverse stocksplit? 

NOT affect the value of your ownership in Duke Energy. When the 1 -for-3 
and eamings per share should all increase by a factor of three. The following 

illustrative example for a shareholder owning 300 shares of Duke Energy common stock prior to theDuke Energy reverse stock split. 

Post- 
split 

Number of shares 100 
Illustrative share price $ 54 
Investment value $5,400 
Illustrative dividends per sba $ 3  
Dividends received $ 300 

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

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

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

How was the adjusted exchange ratio of 0.87083 of a share of Duke Energy common stock for each share of Progress Energy common 
stock derived? 

The merger agreement provides that, in the event of a 1 -for-3 revcrse stock split, the exchange ratio of 2.61 25 shares of Duke Energy 
common stock for each share of Progress Energy common stock will be divided by three, resulting in an adjusted exchange ratio of 0.87083 
of a share of Duke Energy common stock for each slme of Progress Energy common stock. 

V i i  
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Q: 

A: 

Why have Duke Energy and Progress Energy decided to merge? 

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

increased fmancial strength and flexibility; 

customer benefits in North Carolina and South Carohm from savings related to fuel and joint dispatch of the combined entity’s 
generation base; 

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

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

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

a stronger position to build new nuclear generating facilities, which we believe utilities located in the southeast United States will need 

0 
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to consider undertak.mg to comply with the requirements of future carbon emission restrictions and other environmental legislation; and 

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

We include additional information on the reasons for the merger and other factors considered by the Duke Energy and Progress Energy 

* 

directors under the headings “The Merger-Duke Energy’s Reasons for the Merger and Recommendation of 
” and “-Progress Energy’s Reasons for the Merger and Recommendation of Progress Energy’s Board of 

on pages [-] and [-1 respectively. 

Q: 
A: 

Q: 
A: 

What will Jim Rogers’ role be with Duke Energy following completion of the merger? What will Bill Johnson’s role be? 

agreed that Mr. Rogers will serve as executive chairman of the b 
and chief executive offcer of Duke Energy following the comp 

of directors of Duke Energy 

We provide additional information on the senior management of Duke Energy following the completion of the merger under the heading “The 
Merger-Continuing Board and Management Positions,” beginning on page [-I. 

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

The merger agreement provides that Duke Energy will increase the size of its board of directors to 18 directors upon completion of the 
merger. The board will consist of 11 designees of Duke Energy and seven designees of Progress Energy. Duke Energy expects that each of its 
11 current directors, including Mr. Rogers, will continue serving on its board upon the completion of the merger, subject to such individuals’ 

and willingness to serve. Progress Energy expects that the following current members of the Progre ard of directors will 
serve on the board of directors of Duke Energy, subject to such individuals’ ability and wilhgness to sen on, John D. Baker II, 
Harris E. DeLoach, Jr., James B. Hyler, Jr., E. Marie McKee, Carlos A. Saladrigas and Theresa M. Stone. committees of the board 
of directors of Duke Energy will consist of each of Duke Energy’s existing standmg committees with the addition of a Regulatory Policy and 
Operations Committee. The merger agreement provides that Duke Energy will designate an individual to serve as the lead independent 
director of Duke Energy, following reasonable consultation with Progress Energy and subject to such individual’s ability and willingness to 
serve. 

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

... v1u 
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Q: 

A: 

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

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

Q: 

A: 

What vote is required to approve the merger? 

In order to complete the merger, 

the merger proposal must be approved by the holders of at least a majority of the outstanding shares of Progress Energy common stock; 

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

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

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

We provide additional mformation on the shareholder approvals required to complete the merger under the headings “The Duke Energy 
Special Meeting’’ and “The Progress Energy Special Meeting,” beginning on pages [-] and [-] respectively. 
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Q: 

A: 

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

If you hold your shares in a stock brokerage account or tlxough a bank or other nominee (that is, in street name), you must provide the record 

nominee. You may not vote shares held in street name by re card directly to Duke Energy or Progress Energy or by voting in 
person at your special meeting unless you provide a “legal 
brokers who hold shares of Duke Energy common stock or 
to Duke Energy or Progress Energy to vote those shares without specific instructions from their customers. 

I holder of your shares with instructions on how to vote your shares. Please follow the voting instructions provided by your broker or other 
’ 

must obtain from your broker or other nominee. Further, 
ommon stock on behalf of their customers may not give a proxy 

Duke Energy shareholder and you do 
sals to approve the reverse stock spli 

proposal. We refer to this as a “broker non-vote.” For a Duke Energy shareholder, a broker non-vote: 

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

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

will have no effect on the Duke Energy adjournment proposal. * 

ix 
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If you are a Progress Energy shareholder and you do not instruct your broker on how to vote your shares, your broker may not vote your 
shares on the merger proposal or the Progress Energy adjournment proposal. For a Progress Energy shareholder, a broker non-vote: 

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

will have no effect on the Progress Energy adjoumment proposal. 

A: 

Q: 
A: 

Q: 
A :  

What will happen to my future dividends? 

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

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

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

What do I need to do now? 

After carefidly readsng and considering the information contained or incorporated by reference into this document, please vote your proxy by 
telephone or Internet, or by completing and signing your proxy card and returning it in the enclosed postage-paid envelope as soon as 
possible so that your shares may be represented at your special meeting. In order to ensure that your vote is recorded, please vote your proxy 
as instructed on your proxy card even if you currently plan to attend your special meeting in person. Please do not send in your share 
certificates now. If we complete the merger, (i) Duke Energy shareholders at the effective time of the reverse stock split will receive 
instructions as to what to do with their pre-reverse stock split Duke Energy share certificates and (ii) former Progress Energy shareholders 
will receive instructions as to what to do with their share certifkates formerly representing Progress Energy common stock. 

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

How will my proxy be voted? 

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

We provide additional information on voting procedures under the headsngs “The Duke Energy Special Meetmg-Votmg of Proxies” and 

http://www.sec.gov/Archives/edgar/dala/1326160/000119312511107941/ds4a.htm[4/28/2011 8:50:17 AM] 

http://www.sec.gov/Archives/edgar/dala/1326160/000119312511107941/ds4a.htm[4/28/2011


Amendment No. 2 to Form S-4 

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

May I vote in person? 

Yes. If you are a shareholder of record of Duke Energy common stock or of Progress Energy common stock at the close of business on 
[ 
or returning your signed proxy card If you hold your shares through a 
“legal proxy” at the special meeting, which you must obtain from your broker or other nominee. 

Q: 

- 1,201 1, you may attend your special meeting and vote your shares in person, in lieu of submitting your proxy by telephone, Internet 
broker, custodian or other record holder, you must provide a 

X 

, 
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Q: 
A: 

Q: 
A: 

0: 

Q: 

A: 

Q: 
A: 

What must I bring to attend my special meeting? 

Duke Energy or Progress Ene 
to attend your special meeting, 

d representatives, may attend the special 
our proxy or yo ation form. You must also bring photo 

identification If you hold your shares through a bank, broker, custodian or other record holder, you must also bring proof of ownership such 
as the voting instruction form from your broker or other nominee, or an account statement. 

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

eans you own s h e s  of botli Duke Energy 
common stock that are registered under different 
shares tlxough a broker or you may own shares through more tlm one broker. In these situations, you will receive multiple sets of proxy 
materials. You must vote, sign and return all of the proxy cards or follow the instructions for any alternative voting procedure on each of the 
proxy cards you receive in order to vote all of the shares you own Each proxy card you receive will come with its own postage-paid return 
envelope; if you vote by mail, make sure you return each proxy card in the return envelope that accompanied that proxy card 

Progress Energy common stock or you own shares of Duke Energy or Progress Energy 
s. For example, you may own some shares directly as a shareholder of record and other 

What do I do if I want to change my vote? 

Send a later-dated, signed proxy card so that we receive it prior to your company’s special meeting or attend your company’s special meeting 
in person and vote. You may also revoke your proxy card by sendmg a notice of revocation that we receive prior to your company’s special 
meeting to your company’s Corporate Secretary at the address under the heading “Summary-The Companies” begitming on page [-I. You 
may also change your v 
procedure used to cast 

telephone or Internet You may change your vote by using any one of these methods regardless of the 

We provide additional information on changing your vote under the head 
and “The Progress Energy Special Meeting-Revokmg Your Proxy,” beg’ 

uke Energy Special Meeting-Revoking Your Proxy” 
’ pages [-I and [-I, respectively. 

As a participant in the Duke Energy Retirement Savings Plan, the Duke Energy Retirement Savings Plan for Legacy Cinergy Union 
Employees (Midwest) or the Duke Energy Retirement Savings Plan for Legacy Cinergy Union Employees (IBEW 1393), how do I 
vote shares held in my plan account? 

If you are a participant in any of these plans, you have the right to provide voting directions to the plan trustee, by submitting your proxy 
card, for those shares of Duke Energy common stock that are held by the plan and allocated to your account. Plan participant proxies are 
treated codidentially. 

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

As a participant in the Progress Energy 4 0 1 0  Savings & Stock Ownership Plan, how do I vote shares held in my plan account? 

If you are a participant in this plan, the plan trustee will vote the Progress Energy shares allocated to your plan account only if you execute 
and return your proxy card, or vote by telephone or via the Internet. Plan participants must provide voting instructions on or before 1 1 : 59 
p.m. Eastern Daylight Time on [-I, 201 1. Any Progress Energy shares allocated to your plan account for which voting instructions are not 
provided by this time will not be voted and this will have the same effect as being voted against the merger proposal. 
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v: 
A: 

Q: 
A: 

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

If you are a participant in this plan, the plan trustee will vote the Progress Energy shares allocated to your plan account when you execute and 
your proxy card, or vote by telep 

Daylight Time on [-I, 201 1. If 
provide voting instructions on or before 
voted in proportion with how the shares held in the 

plan (for which the plan trustee has received votmg directions from other plan participants) are voted and in the best interest of the plan. 

Should I send in my share certificates now? 

No. If we complete the merger: 

we will send Duke E 
representing their pre-r 
in uncertificated book-en 

we will send former shareholders of Progress Energy written instructions for exchanging their share certificates. We will issue shares of 
Duke Energy common stock to former holders of Progress Energy common stock in uncertificated book-entry form unless the holder 
requests a physical certificate. 

n instructions for exchanging certificates 
number of shares of Duke Energy common stock to you 

When do you expect to complete the merger? 

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

s Commission, the South Carolina Public Service Commission, the Kentucky Public 

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

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

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

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

Xii  
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Q: 

A: 

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

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

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

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

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

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

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

Banks andbrokers call collect: (212) 750-5833 

xiii 
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SUMMARY 

This summary highlights selected information contained in this document and may not contain all of the information that is 
important to you. For a more complete description of the merger agreement and the merger, and for other relevant information, you 
should carefully read this entire document and the other documents to which we have referred you. See ‘Where You Can Find More 
Information” beginning on page [-I. We include page references to direct you to a more complete description of the topics presented 

The Companies 

Duke Energy Corporaiion (see page [-I) 
526 South Church Street 
Charlotte, North Carolina 28202 

Duke Energy, together with its subsidiaries, is a diversified energy company with both regulated and unregulated utility operations. 
Duke Energy supplies, delivers and processes energy for customers in the United States and selected international markets. Duke Energy’s 
regulated utility operations consist of its U.S. franchised electric and gas segment, which owns approximately 27,000 megawatts of generating 
capacity and serves appro 
representing a population eople. Duke Energy’s commercial power and international business segments own and 
operate diverse power generation assets in North America and Latin America, including a portfolio of renewable energy assets in the United 
States. 

(704) 594-6200 

ers located in five states in the southeast and midwest regions of the United States, 

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

Progress Energy, Inc (seepage [-I) 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 
(91 9) 546-61 11 

Progress Energy is a public utility holdmg company prim aged in the regulated electric utility business. Progress Energy owns, 
directly or indirectly, all of the outstanding common stock of its subsidiaries, Carolina Power & Light Company d/b/a Progress Energy 
Carolinas, he., or Progress Energy Carolinas, and Florida Power Corporation d/b/a Progress Energy Florida, Inc., or Progress Energy Florida. 
Progress Energy’s utility business has more than 22,000 megawatts of regulated electric generating capacity and serves approximately 
3.1 million retail electric customers as well as other load-serving entities. 

For the year ended December 31,2010, Progress Energy had total revenues of $10.2 billion and net income of $863 million Progress 
Energy’s consolidated assets as of December 31, 201 0 were $33.1 billion Progress Energy’s common stock is listed and trades on tlie NYSE 
under the symbol “PGN.” 

Diamond Acquisition Corporation (see prrge [--$ 

Diamond Acquisition Corporation is a North Carolina corporation and a wholly-owned subsidiary of Duke Energy. Diamond Acquisition 
Corporation was formed on January 6,201 1, for the purpose of effecting the merger. Diamond Acquisition Corporation has not conducted any 
activities other than those incidental to its formation and the matters contemplated in the merger agreement. 

1 

Table of Contents 

&sk Factors 

Before deciding whether to vote for the proposals presented in this document, you should carehlly consider all of tlie information 
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contained in or incorporated by reference into tlk documenf as well as the specific factors under the heading “Risk Factors” beginning on 
page [-I. 

The Merger (see page [-I) 
Upon completion of the merger, Diamond Acquisition Corporation will merge with and into Progress Energy. Progress Energy will be 

corporation in the merger and will thereby become a wholly-owned subsidiary of Duke Energy. 

In the merger, each outstan- share of Progress Energy common stock (other than certain shares owned by Progress Energy, Duke 
Energy, or Diamond Acquisition Corporation, which will be cancelled) will be converted into the right to receive shares of Duke Energy 
common stock, with cash to be paid in lieu of fractional shares (other tlm in respect of shares held in the Progress Energy dividend 
reinvestment plan). The merger agreement provides for an exchange ratio of 0.87083 of a share of Duke Energy common stock for each share 
of Progress Energy common stock, 
Duke Energy plans to implement b 
common stock, after adjustment for the reverse stock split. 

giving effect to a 1 - 
the merger. Duke E 

k split with respect to the Duke Energy common stock that 
shareholders will continue to own their existing s h e s  of Duke Energy 

Based on the number of shares of Duke Energy common stock and Progress Energy common stock outstandmg on [ - 1.201 1, the 
record date for the two companies’ special meetings of shareholders, existing Duke Energy shareholders would own approximately [-I% of 
the common stock of Duke Energy and former Progress Energy Shareholders would own approximately [-I% of the common stock of Duke 
Energy upon the completion of the merger. 

Upon completion of the merger, Mr. Rogers, the current chairman, president and chief executive officer of Duke Energy, will serve as the 
executive chairman of the board of directors of Duke Energy, and Mr. Johnson, the current chairman, president and chief executive officer of 
Progress Energy, will serve as the president and chief executive officer of Duke Energy, subject to their ability and willingness to serve. Both 
Mr. Rogers and Mr. Johnson would serve on the board of directors of Duke Energy upon completion of the merger, which at that time will be 
comprised of 18 members, with 11 members designated by Duke Energy and seven members designated by Progress Energy. 

The combined company will maintain Duke Energy’s current headquarters in Charloge, North Carolina, forlowing the completion of the 
merger. Duke Energy will also maintain substantial operations in Raleigh, North Carolina. Until the merger has received all necessary 
approvals and is completed, Duke Energy and Progress Ehergy will continue operating as separate entities. The companies are targeting to 
complete the merger by the end of 201 1, subject to receipt of the necessary shareholder and replatow approvals, altliough we cannot assure 
completion by any particular date. 

Aecommendation of the Board of Directors of Duke Energy (see page [-I) 

stock split proposal the share issuance proposal and the Duke Energy adjournment proposal. 
The Duke Energy board of directors unanimously recommends that the holders of Duke Energy common stock vote “FOR” the reverse 

For a more complete description of Duke Energy’s reasons for the merger and the recommendation of the Duke Energy board of 
directors, see “The Merger-Duke Energy’s Reasons for the Merger and Recommendation of Duke Energy’s Board of Directors” beginning 
on page [-I. For a discussion of interests of Duke Energy’s directors and executive officers in the merger that may be different from, or in 
addition to, the 
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interests of Duke Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of 
Directors and Executive Officers of Duke Energy in the Merger,” beginning on page E-]. 

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

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

For a more complete description of Progress Energy’s reasons for the merger and the recommendation of the Progress Energy board of 
directors, see “The Merger-Progress Energy’s Reasons for the Merger and Recommendation of Progress Energy’s Board of Directors” 

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

:ginning on page [-I. For a discussion of interests of Progress Energy’s directors and executive officers in the merger that may be different 
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Opinions of Financial Advisors 

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

fairness, from a financial point of view and as of such date, to Duke Energy of the exchange ratio provided for in the merger agreement. For 
purposes of J.P. Morgan’s opinion, the exchange ratio refers to the 2.61 25 exchange ratio provided for in the merger agreement before 
adjustment for the Duke Energy reve or to the completion of the merger as to which reverse 
stock split J.P. Morgan expressed no Morgan dated January 8,201 1, which sets forth, 
among other ms, the assumptions made, procedures followed, matters considered, and qualifications and limitations on the opinion and the 
review undertaken by J.P. Morgan in connection with rendering its opinion, is included as Annex B to this document and is incorporated by 
reference herein in its entirety. You are encouraged to read the opinion and the description beginning on page [-] carefully in their entirety. 
This summary and the description of the opinion beginning on page [-I are qualified in their entirety by reference to the full text of the 
opinion J.P. Morgan provided its written opinion to the Duke Energy board of directors (in its capacity as such) in connection with 
and for purposes of its evaluation of the exchange ratio. J.P. Morgan’s opinion was limited to the fairness, from a financial point of 
view, to Duke Energy of the exchange ratio in the merger agreement and J.P. Morgan expressed no opinion as to any other matter. 
The opinion does not constitute a recommendation to any shareholder as to how any shareholder should vote with respect to the 
merger or  any other matter. 

xeived an opinion, dated January 8,201 1, from Duke Energy’s f m c i a l  advisor, J.P. Morgan Securities LLC, or J.P. Morgan, as to the 

split that Duke Energy p 
The full text of the writte 

Opinion of BofA MerriZZ Lynch. In connection with the execution of the merger agreement, Merrill Lynch, Pierce, Fenner & Smith 
Incorporated, or BofA Menill Lynch, f m c i a l  advisor to the Duke Energy board of directors, delivered to the Duke Energy board of directors 
at its meeting on January 8,201 1, an opinion as to the fairness, from a financial point of view and as of the date of the opinion, to Duke 
Energy of the exchange ratio provided for in the merger agreement. For purposes of BofA Memll Lynch‘s opinion, the exchange ratio refers 
to the 2.61 25 exchange ratio provided for in the merger agreement before adjustment for the Duke Energy reverse stock split that Duke 
Energy plans to effect prior to the completion of the merger, as to which reverse stock split BofA Memll Lynch expressed no opinion. The 
full text of the written opinion of BofA Merrill Lynch, which describes, among other things, the assumptions made, procedures followed, 
factors considered and limitations on the review undertaken by BofA Merrill Lynch, is attached as Annex C to this document and is 
incorporated by reference herein in its entirety. You are encouraged to read the opinion and the description beginning on page [-] carefully in 
their entirety. This s m a r y  and the description of the opinion beginning on page [-I are qualified in 
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their entirety by reference to the full text of the opinion. BofA Merrill Lynch provided its opinion to the Duke Energy board of directors 
(in its capacity as such) for the benefit and use of the Duke Energy board of directors in connection with and for purposes of its 
evaluation of the exchange ratio from a financial point of view. BofA Merrill Lynch’s opinion does not address any other aspect of the 
merger and does not constitute a recommendation to any shareholder as to how to vote or  act in connection with the merger or  any 
other matter. 

Opinions of Financial Advisors to Progress Enei.gy (seepage [--I) 
Opinion ofLmardFr6res & Co. LLC. In connection with the execution of the merger agreement, on January 8,201 1, Lazard Frkres & 

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

any matter relating thereto. 
38s not, constitute a recommendation to any shareholder as to how such shareholder should vote or act with respect to the merger or 
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Opinion of Barclays Capital Iiic. In connection with the execution of the merger agreement, on January 8,201 1, Barclays Capital Inc., or 
Barclays Capital, rendered its oral opinion (which Barclays Capital subsequently confiied in writing) to the Progress Energy board of 
directors that, as of such date and based upon and subject to the qualifications, limitations and assumptions stated in its opinion, from a 
financial point of view, the exchange ratio was fair to shareholders of Progress Energy. The full text of Barclays Capital’s written opinion, 

201 1, is attached as Annex E to this document and is incorporated by reference herein in its entirety, Barclays Capital’s 
things, the 
ering its op 

ly and in their entirety. This summary and the des e [-I are qualified in their entirety by 
reference to the full text of the opinion. Barclays Capital’s opinion, the issuance of which was approved by Barclays Capital’s fairness 
opinion committee, is addressed to the Progress Energy board of directors, addresses only the fairness, from a financial point of view, 
of the exchange ratio to the Progress Energy shareholders and does not constitute a recommendation to any shareholder of Progress 
Energy as to how such shareholder should vote with respect to tile merger or any other matter. 

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

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

As provided in the merger agreement, at the completion of 
jsignated by Duke Energy and seven directors designated by Pr 

er, the Duke Energy board of directors will include 11 directors 

executive officer-of Duke Energy, will serve as the executive chairman of the Duke Energy board of director; upon the completion of the 
merger, subject to his ability and wilhgness to serve. The merger agreement also provides that certain executive officers of Duke Energy at 
the time the parties signed the merger agreement may continue to be executive officers of Duke Energy at tlie time the merger is completed. 
The continuing management of Duke Energy following completion of the merger is described under the heading “The Merger-Continuing 
Board and Management Positions,” beginning on page [-3. 

ergy. Mr. Rogers, the current chairman, president and chief 

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

Progress Energy 

Progress Energy’s directors and executive officers have f i c i a l  interests in the merger that may be different from, or in addition to, the 
interests of Progress Energy’s shareholders generally. The board of directors of Progress Energy was aware of and considered tliese potential 
interests, among other matters, in evaluating and negotiating the merger agreement and the merger, in adopting the merger agreement and in 
recommendq the approval of the merger proposal and the Progress Energy adjournment proposal. 

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

Executive officers of Progress Energy will not receive any compensation solely on account of the completion of the merger. Outstandq 
options to purchase shares of Progress Energy common stock and outstandug awards of restricted stock, restricted stock units and 
performance shares will be converted into Duke Fhergy common stock options and other awards that will remain subject to the original 
vesting requirements under the applicable Progress Energy plan, ie., the vesting of tlie options and other awards will not be accelerated on 

:count of the completion of the merger. The outr;hmhg mid incentive awards of executive officers of Progress Energy also will remain 
subject to the original vesting requirements and will remain subject to performance criteria. As soon as practicable after the completion of the 
merger, the compensation committee of the Duke Energy board of directors will adjust the original performance criteria for such awards as it 
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determines is appropriate and equitable to reflect tlie merger, Progress Energy’s performance prior to completion of the merger and tlie 
performance criteria of awards made to similarly situated Duke Energy employees. 

Additionally, although each of Messrs. Johnson, Yates, Lyash, McArthur andMulhern will be entitled to severance benefits under the 
’rogress Energy Management Change-in-Control Plan, or the Progress Energy CIC Plan, if their employment is terminated without “cause” or 
.ley resign with “good reason” within 24 m o n h  after completion of the merger, certain provisions of Mr. Johnson’s term sheet and letter 1 agreement waivers executed by each of Messrs. Yates, Lyash, McArthur and Mulhem, among other thmgs, h i t  the executives’ e 
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receive those benefits. In addition, Mr. Johnson’s term shee 
payable under the P 

ides for tlie waiver of his right to receive tlie excise tax gross-up otherwise 
s Energy CIC Plan on any sev 

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

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

The Management of Duke Energy Following the Completion of the Merger (see page [-I) 
The merger agreement provides that William D. Johnson will serve as the president and chief executive officer of Duke Energy and 

James E. Rogers will serve as the executive chairman of the board of directors of Duke Energy, in each case as of tlie completion of the merger 
and subject to such individual’s ability and willingness to serve. 

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

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

Dhiaa M. Jamil, currently group executive, chief generation officer and chief nuclear officer of Duke Energy, will lead nuclear 
generation; 

Jeffrey J. Lyash, currently executive vice president of energy supply of Progress Energy, will lead energy supply; 

Marc E. Manly, currently group executive, chief legal officer and corporate secretary of Duke Energy, will be general counsel and 

John R. McArthur, currently executive vice president, general counsel and corporate secretary of Progress Energy, will lead 
regulated utilities; 

Mark F. Mulhern, currently senior vice president and chief fnancial officer of Progress Energy, will be chief administrative officer; 

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

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

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

the senior officers of Duke Energy upon completion of the merger: 

The Merger Agreement (see page [-I) 

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

ss Energy receive shareholder approvals at their respective special meetings of shareholders and receive all 

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

the approval by Progress Energy shareholders of the merger proposal; 

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

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

the effectiveness of the registration statement on Form S-4 of which this document is a part; 

the approval for listing on the NYSE, subject to official notice of issuance, of the shares of Duke Energy common stock that will be 
issued pursuant to the merger agreement; 

the effectiveness of the amendment of the amended and restated certificate of incorporation of Duke Energy providing for the 
reverse stock split; 

the truth and accuracy of the representations and warranties of the other party, except where the failure to be true and accurate could 
not reasonably be expected to have a material adverse effect on such other party; 

the performance in all material respects of the other party’s obligations under the merger agreement; 

the receipt by each party of written opinions from the party’s legal counsel, dated as of the closing date, to the effect that the merger 
will qualify as a “reorganization” under Section 368(a) of the Internal Revenue Code of 1986, as amended, which we refer to as the 
Code; 

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

the absence since December 31, 2009 of any undisclosed change, even4 occurrence or development that, individually or in the 
aggregate, has had or could reasonably be expected to have a material adverse effect on the other party. 

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

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

by mutual written consent of Duke Energy and Progress Energy; 

by either Duke Energy or Progress Energy: 

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

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

if the other party breaches the merger agreement or fails to perform its obligations in any material respect, which breach or 
failure to perform (a) would give rise to the failure of a condition to the terminating party’s obligation to complete the 
merger and (b) is incapable of being cured or is not cured within 60 days following receipt of written notice from the non- 
breaching party of the breach or failure to perform; or 

prior to obtaining the requisite slmreholder approvals for completion of the merger, in response to a superior third-party 
takeover proposal involving the terminating party, so long as certain additional conditions are met, includmg payment of a 
termination fee to the non-terminating party. 

Either party may also terminate the merger agreement prior to the shareholder approval of the other party being obtained, if the board of 

withdraws or modifies, or proposes publicly to withdraw or modify, its approval or recommendation of the merger proposal, in the 
case of Progress Energy, or the s h e  issuance proposal and reverse stock split proposal, in the case of Duke Energy; 

fails to reaffirm its approval or recommendation within 15 business days of receipt of a written request for reaffirmation by the 
other party when such party is in receipt of a third-party takeover proposal that has not been rejected, provided that the 15-business 
day period will be extended for an additional ten business days following any material modification to the third-party takeover 
proposal occurring afbr the receipt of the written request to reaffirm, and that tlie 15-business day period will recommence each 
time a third-party takeover proposal is made following the receipt of a written request from the other party from a person that had 
not previously made a third-party takeover proposal prior to the receipt of the written request from tlie other party; or 

approves or recommends, or proposes to approve or recommend, a third-party takeover proposal. 

directors of the other party: 

Terntination Fees; Reitnbursentent of Expenses (see page [-I) 
Under certain circumstances involving a third-party acquisition proposal, a change in a board of directors’ recommendation ofthe 

proposals contained in this document or a termination of the merger agreement by the other party due to a breach of the merger agreement, 
Duke Energy or Progress Energy may be required, subject to certain conditions, to (i) reimburse the other party for its fees and expenses in an 
amount not to exceed $30 million and/or (E) pay a termination fee of $675 million, in the case of a termination fee payable by Duke Energy to 
’rogress Energy, or a termination fee of $400 million, in the case of a termination fee payable by Progress Energy to Duke Energy, provided 
nat any termination fee payable will be reduced by the amount of any fees and expenses previously reimbursed by such party. 

No Solicitation; Board Reconunendation (seepage [--j) 

The merger agreement restricts the ability of either Duke Energy or Progress Energy to directly or indirectly, solicit, initiate, knowingly 
encourage or engage in discussions with a third-party regardmg a third- 

~ 
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I 
party takeover proposal of Duke Energy or Progress Energy, respectively. If, however, either party, as applicable, receives an unsolicited 
takeover proposal from a th;d-party that, prior to receipt of its respective shareholder approvals required to complete the merger, such party’s 
board of directors determines in good faith, after consultation with such party’s legal and financial advisors, constitutes a superior proposal or 
is reasonably likely to result in a superior proposal, that party may furnish information to the third-party and engage in discussions or 
negotiations regardmg a takeover proposal with the third-party, subject to specified conditions. The board of directors of either Duke Energy 
or Progress Energy may also withdraw its approval or recommendation of the proposals described in tlk document, subject to certain 
conditions, if such board fmt determines in good faith, after consulting with outside counsel, that the failure to take such action would be 
reasonably likely to result in a breach of the board of directors’ fiduciary duties under applicable law. 

Accounting Treatment (see page [-I) 

we refer to as GAAP. The merger will be accounted for by applying the acquisition method with Duke Energy treated as the acquiror. 

Material U.S. Federal Income Tax Consequences of the Reverse Stock Split (see page [-I) 

Duke Energy prepares its financial statements in accordance with accounting principles generally accepted in the United States, which 

I 
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Duke Energy intends for the reverse stock split to qual* as a “recapitalization” within the meaning of Sectio 
U.S. federal income tax purposes. On the basis that the reverse stock split so qualifies, Duke Energy shareholders 
split shares of Duke Energy common stock are exchanged in the reverse stock split will not recognize gain or loss for U.S. federal income tax 
purposes, except to the extent of cash, if any, received in lieu of a fractional share of Duke Energy common stock (which fractional share will 
;e treated as received and then exchanged for such cash). 

The discussion of material US. federal income tax consequences of the reverse stock split contained in this do 
provide only a general summary and is not a complete analysis or description of all potential U.S. federal income tax 
reverse stock split The discussion does not address tax consequences that may vary with, or are contingent on, individual circumstances. In 

ded to 
of the 

on, it does not address the effects of any foreign, state or local tax laws. 

Duke Energy shareholders are strongly urged to consult with their tax advisors regarding the tax consequences of the reverse 
stocksplit to them, including the effects of U.S. federal, state, local, foreign and other tax law.  

For additional information, please see “Proposals Submitted to Duke Energy’s Shareholders-The Reverse Stock Split Proposal- 
Material U.S. Federal Income Tax Consequences of the Reverse Stock Split” beginning on page [-]. 

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

& Williams LLP, counsel to Progress Energy, dated as of the closing date, to the effect that the merger will cpahfy as a “reorganization” under 
Section 368(a) of the Code. It is a condition to the obligation of Duke Energy to effect the merger that Duke Energy receive a written opinion 
from Wachtell, Lipton, Rosen & Katz, counsel to Duke Energy, dated as of the closing date, to the effect that the merger will qualify as a 
“reorganization” under Section 368(a) of the Code. In addition, in connection with the effective registration statement, each of Hunton & 
Williams LLP and Wachtell, Lipton, Rosen & Katz will deliver an opinion to Progress Energy and Duke Energy, respectively, to the same 
effect as the opinions described above and to the effect that a U.S. holder of Progress Energy common stock whose shares of Progress Energy 
common 
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stock are converted into the right to receive shares of Duke Energy common stock in the merger generally will not recognize gain or loss, 
except to the extent of cash, if any, received in lieu of a fractional share of Duke Energy common stock. 

The discussion of material U.S. federal income tax consequences of the merger contained in this document is intended to provide only a 
general summary and is not a complete analysis or description of all potential U.S. federal income tax consequences of the merger. The 
discussion does not address tax consequences that may vary with, or are contingent on, individual circumstances. In addition, it does not 
address the effects of any foreign, state or local tax laws. 

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

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

Regulatory Matters (see page 1-1) 

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

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

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

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

approval from the Nuclear Regulatory Commission under the Atomic Energy Act of 1 954; 

approval from the North Carolina Utilities Commission under Section 62-1 1 l(a) of theNorth Carolina General Statutes; 

approval from the Kentucky Public Service Commissioix and I 
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approval from the South Carolina Public Service Commission. 

I requested Finally, the transfer of indirect control over certain Federal Communications Commission, or FCC, licenses for private internal 
Duke Energy and Progress Energy will also provide information regardmg the merger to their other state regulators as applicable and as 

ommunications held by certain subsidiaries of Progress Energy will require the approval of the FCC. 

Duke Energy and Progress Energy have made or intend to make various filings and submissions for the above-mentioned authorizations 
and approvals. Duke Energy and Progress Ene 
Energy believe that they will receive the require 
assurance as to the timing of these consents and 
consents or approvals (or any additional consents or approvals which may otherwise become necessary). We also cannot ensure that we will 
obtain such consents or approvals on terms and subject to conditions satisfactory to Duke Energy and Progress Energy. Please see “Regulatory 
Matters,” beginning on page [-I, for additional information about these matters. 

s described above 
Energy’s and Progress Energy’s ultimate ability to obtain such 
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Effect on Awards Outstanding Under Progress Energy Stock Plans (see page [-I) 
At the effective time of the merger, each option to purchase shares of Progress Energy common stock that was granted under the 

Progress Energy employee stock option plans and that is outstandu7g immediately prior to the effective time of the merger will be converted 
into an option to acquire of Progress Energy common stock 
subject to the Progress d by the exchange ratio, as adjusted 
to reflect the reverse stock split, rounded down to the nearest whole share of Duke Energy common stock, with an exercise price per share of 
Duke Energy common stock equal to the exercise price per share under such Progress Energy stock option divided by the exchange ratio, as 
adjusted to reflect the reverse stock split, rounded up to the nearest cent Also upon completion of the merger, each Progress Energy restricted 
share, Progress Energy restricted stock unit, Progress Energy performance share or other Progress Energy equity award will be converted into 
n award in respect of a numb 

.epresented by such award mu 

ber of shares of Duke Energy common stock equal to the number 
tock option immediat rior to tlie effective time of the merger 

ergy common stock equal to the number of shares of Progress Energy common stock 
ratio, as adjusted to reflect the reverse stock split. 

Except as set forth above, each converted Progress Energy stock option, Progress Energy restricted share, Progress Energy restricted 
stock unit, Progress Energy performance share or other Progress Energy equity award will be subject to the 
includmg vesting, as were applicable to the corresponding Progress Energy stock optioq Progress Energy 
restricted stock unit, Progress Energy performance share or other Progress Energy equity award immediately prior to the effective time of the 
merger. However, the compensation committee of the Duke Energy board of directors will as soon as practicable after the effective time of the 
merger adjust the performance measures applicable to performance shares as it determines is appropriate and equitable to reflect the 
performance of Progress Energy during the performance measurement period prior to the effective time of the merger, the transactions 
undertaken pursuant to the merger agreement and the performance measures under awards made to similarly situated Duke Energy employees 
for the same or comparable performance cycle. 

terms and conditions, 
d share, Progress Energy 

Legal Proceedings Related to the Merger (see page [-I) 

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

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

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

Comparison of Shareholder Rights (see page [--I) 

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

p,rtificate of incorporation and its amended and restated by-laws contain provisions that are different fiom Progress Energy’s amended and 
stated articles of incorporation and by-laws, each as amended. 

Progress Energy is a North Carolina corporation. Duke Energy is a Delaware corporation. The shares of Duke Energy common stock that 

I For a summary of certain differences between the rights of Duke Energy shareholders and Progress Energy shareholders, see 
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I “Comparison of Shareholder Rights,” beginning on page [-I. 
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SELECTED HISTORICAL FINANCIAL DATA OF DUIm ENERGY 

The following table sets forth selected consolidated financial information for Duke Energy. Duke Energy derived the selected statement 
of operations data for each of the years in the five year period ended December 31,201 0 andthe selected balance sheet data as of 
December 31 for each of the five years in tlie period ended December 31,2010 from Duke Energy’s consolidated audited financial statements. 
The following information is only a summary and is not necessarily indicative of the results of &e operations of Duke Energy or the 
combined company, and you s 
thereto and management’s re1 ’s financial condition and performance, all of which are contained in Duke Energy’s 
reports fiied with the SEC and incorporated herein by reference. See “Where You Can Find More Information” beginning on page [-I of this 
document 

ad the information together with Duke Energy’s consolidated financial statements, the notes related 

Years Ended December 31, 
2010 2009 2008 2007 2006 

n millions except per share arnoun 
----- 

Statement or Operations 
Total operating revenues $14,272 $12,731 $13,207 
Total operating expenses 11,961 10.518 10,765 
Gains on sales of investm - - __. 

153 36 69 
Operating income 2,461 2,249 2,511 2,493 1,821 

840 751 741 685 632 Interest expense 
Income from continuing operations before income taxes 2,210 1,831 1,891 2,236 1,513 

890 758 616 712 450 Income tax expense fiom continuing operations 
from continuing operations 1.320 1,073 1,275 1.524 1,093 
(loss) from discontinued operatio tax 3 12 16 (22) 783 

come before Extraordinary Items 1,323 1,085 1,291 1,502 1,876 

1,323 1,085 1,358 1,502 1,876 
13 

$ 1,320 $ 1,075 $ 1,362 $ 1,500 $ 1,863 

----- Gains (losses) on sales of 

Total other income and expenses 589 333 121 428 354 
----- 
----- 
---- 

__ 67 - - - 
- - _ _ ( _ _ _ - -  

(4) 2 3 10 --- o noncontrolling interests 
----- ----- Net income attributable to Duke Energy Corpoialion 

Common Stock Data 
Income per share from continuing operations attribu 

common shareholders 
$ 1.00 $ 0.82 $ 1.01 $ 1.21 $ 0.92 

1.00 0.82 1.01 1.20 0.91 

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

$ 1.00 $ 0.83 $ 1.03 $ 1.19 $ 1.59 
1.00 

$ -  
__ 

$ 1.00 
1.00 
0.97 

$59,090 
$17,935 

Basic 
Diluted 

utable to Duke Energy Corporation common 

Diluted 

Basic 
Diluted 

Basic 
Diluted 

Net income per share attributable to Duke Energy Corporation common shareholders 
Basic 
Diluted 

Dividends per sharda) 
Balance Sheet 
Total assets 
Long-term debt including capital leases and VIES, less current maturities 

Earnings per share (befwe extraordinary items) 

Earnings per share (from extnordhary items) 
0.83 

$ -  
__ 

$ 0.83 
0.83 
0.91 

$57,040 
$16,113 

1.02 

$ 0.05 
0.05 

$ 1.08 
1.07 
0.90 

$53,077 
$13,250 

1.18 

$ -  
_. 

$ 1.19 
1.18 
0.86 

$49,686 
$ 9,498 

1.57 

$ - -  
_. 

$ 1.59 
1.57 
1.26 

$68,700 
$18,118 

(a) 2007 decrease due to the spin-off of the natural gas businesses to shareholders on January 2, 2007 as dividends subsequent to the spin-off were split proportionately between 
Duke Energy and Spectra Energy Corp. such that the sum of the dividends of the two stand-alone companies approximated the total dividend of Duke Energy prior to the 
spin-off. 
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SELECTED EISTORICAL FINm-CIAL DATA OF PROGRESS ENERGY 

The following table sets forth selected consolidated financial information for Progress Energy. Progress Energy derived the selected 
statement of operations data for each of the years in the five year period ended December 31,201 0 and the selected balance sheet data as of 

tatements. The following information is only a summary and is not necessarily indicative of the results of future operations of Duke Energy 
and Progress Energy or the combined company, and you should read the information together with Progress Energy’s consolidated financial 
statements, the notes related thereto and management’s related reports on Progress Energy’s financial condition and performance, all of which 
are contained in Progress Energy’s reports filed with the SEC and incorporated herein by reference. See “Where You Can Find More 
Information” beginning on page [-I of this document. 

for each of the five years in the period ended December 31, 201 0 from Progress Energy’s consolidated audited f m c i a l  

Operating Results 
Operating revenues $1 0,190 
Income &om continuing operations 867 
N e 
Net income attributable to controlling interests 

Years Ended December 31, 
2010 2009 2008 2007 2006 

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

$ 9,885 $ 9,167 $ 9,153 
840 778 702 
761 836 496 
757 830 504 

Per Share Data 
Basic and diluted earnings 

Income &om continuing operations attributable to controlhg 
interests, net of tax $ 2.96 

2.95 

Assets $33,054 

Net income attributable to controlling interests 

Capitalization and Debt 
Common stock equity 
Noncontrolling interests 
Preferred stock of subsidiaries 
Long-term debt, net@) 
Current portion of long-term debt 
Short-term debt 

ease obligations 
Total capitalization and debt 

Dividends declared per common share 

$1 0,023 
4 

93 
12,137 

505 

221 
$22,983 

$ 2.99 

2.71 

$31,236 

$ 9,449 
6 

93 
12,051 

406 
140 
23 1 

$22.376 

$ 2.95 

3.17 

$29,873 

$ 8,687 
6 

93 
10,659 

1,050 
239 

$20,734 

- 

$ 2.70 

1.96 

$26,338 

$ 8,395 
84 
93 

8,737 
877 
201 
247 

$18,634 
$ 2.480 $ 2.480 $ 2.465 $ 2.445 

$ 8,724 
567 
620 
57 1 

$ 2.19 

2.27 

$25,832 

$ 8,259 
10 
93 

8,835 
324 

72 

$ 2.425 

__ 

$1 7,593 

(a) Includes long-term debt to affdiated trust of $273 million at December 31,2010, $272 million at December 31, 2009 and 2008 and $271 
million at December 31,2007 and 2006 (See Note 23 to Progress Energy’s Annual Report on Form 10-K for the fiscal year ended 
December 31,201 0). 
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SELECTED UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED FINANCIAL DATA 

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

We present the unaudited pro forma condensed combined consolidated f m c i a l  statements for illustrative purposes only, and they are 
not necessarily indicative of the results of operations and financial position that would have been achieved had the pro forma events taken 
place on the dates indicated, or the future consolidated results of operations or financial position of the combined company. Future results may 
-ary sigruficmtly from the results reflected because of various factors, includmg those discussed in this document under the headmg ‘Risk 
actors” beginning on page [-I. You should read the following selected unaudited pro forma condensed combined consolidated financial 

information in conjunction with the “Unaudited Pro Forma Condensed Combined Consolidated Financial Information” and related notes 
included in this document beginning on page [-I. 
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Year Ended 
December 31, 

2010 
(in millions, 

except 
per share 

data) 
Forma Condensed Combined Consolidated Statement of Operations Information: 

AS or 
December 31, 

2010 

Consolidated Balance 

97,142 

(1) Assuming exchange ratio of 0.87083, following the 1 -for-3 reverse stock split. 
(2) Includes long-term debt due within one year. 
(3) Excludes long-term debt and preferred stock. 
(4) Includes long-term debt due within one year, preferred stock and noneontrolling interests. 
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COMPARATIVE EfISTOlUCAL AND UNAUDITED PRO FORMA PER SEIXRE FINANCIAL DATA 

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

We derived the combined company pro forma per share information primarily by combining information fiom the historical consolidated 
f m c i a l  Statements of Duke Energy and Progress Energy. You should read this table together with the historical consolidated financial 
statements of Duke Energy and Progress Energy that are filed wiih the SEC and incorporated by reference into this document. You should not 
rely on the pro forma per share information as being necessarily indicative of actual results had the merger occurred on January 1,201 0 for 
statement of operations purposes or December 31, 2010 for book value per share data. 

As of and for the Year Ended December 31, 2010 
Duke Energy Progress Energy Equivalent 

Pro Forma pro 
I-Iistoricaf combined Historical Forma 

(S per share) 
Per share data assuming exchange ratio of 2.6125, unadjusted for 1-for-3 reverse stock split: 
Basic Earnings Per Share From C o n h i n g  Operations Attributable to 

Diluted Ekunhgs Per Share From Continuing Operations Attributable to 
Common Shareholders 1 .oo 1.06 2.96 2.77@) 

Common Shareholders 1 .oo 1.06 2.96 2.77W 
‘ook value per share@) 17.05 17.56 34.22 45.88 (4) 

Lash dividends declared per slme 0.97 0.97(2) 2.48 2.53(4) I Per share data assuming exchange ratio of 0.87083, adjusted to reflect 1-for-3 reverse stocksplit: 
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Per Sh C 
on Shareholders 

Diluted Earnings Per Share From Continuing Operations Athibutable to 

(1) Historical bookvalue per share is c 
outstanding, as applicable. Pro 
pro forma combined number of shares of Duke Energy common stock that would have been 
the merger been completed on that date. 
The Duke Energy pro forma combined cash dividends declared per common share represent Duke Energy’s historical cash dividends 
declared per common share. 

by dividing total equity by the number of shares of Duke E 
ed book value per share is computed by dividing pr 

(2) 

(3) Duke Energy board Duke Energy’s dividend 
the completion of the m 

(4) 

(5 )  

following the 
split that Duke Ene 

Derived by multiplying the combined company pro forma per share information by 2.61 25, the merger exchange ratio before adjustment 
for the reverse stock split. 
Derived by multiplying the combined company pro forma per slmre information by 0.87083, the merger exchange ratio after adjustment 
for the reverse stock split 
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MARKET INFORMATION AND DIVIDENDS 

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

The following table presents the closing sales prices of shares of Duke Energy common stock and Progress Energy common stock, each 
as reported by the NYSE, on (i) January 5,201 1, the last trading day before various news outlets began reporting on a possible -action 
involving Duke Energy and Progress Energy, (ii) January 7,201 1, 
public announcement of the execution of the merger agreement an 
document. The table also presents the equivalent market value per share of shares of Progress Energy common stock as of each such date, 
determined as described in the footnote accompanying the table. 

ril21,2011, &e last practicable trading day prior to the date of this 

January 5,201 1 
January 7,201 1 
April 21,2011 

Duke Energy Progress Energy 
c o m o n  Stock Common Stock 
$ 17.77 $ 43.39 
$ 17.79 $ 4-1.72 
$ 18.45 $ 46.54 

Progress Energy 
Common Stodc 
Eqidvslent Per 

S h d l )  

$ 46.42 
$ 46.48 
$ 48.20 

(1) We calculated the equivalent per share data for Progress Energy common stock by multiplying the closing market price of a slmre of 
Duke Energy common stock on each of the dates indicated by 2.6125, the merger exchange ratio before adjustment for the reverse stock 
split that Duke Energy plans to implement prior to, and conditioned on, the completion of the merger. 

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

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

The most recent quarterly dividend declared by Duke Energy prior to the date of this document was $0.245 per share of common stock 
’dared on January 6,201 1 and payable on March 16,201 1 . Duke Energy’s current dividend is $0.98 per share of common stock on an 
.mual basis. The most recent quarterly dividend declared by Progress Energy prior to the date of this document was $0.62 per share of 

common stock declared onMarch 16,201 1 and payable on May 2,201 1. Progress Energy’s current dividend is $2.48 per share of common 
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I stock on an annual basis. 
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CAUTIONARY STATEMENT REGAIZDIXG FORWARD-LOOIaCNG STATEMENTS 

This document and the documents incorporated by reference into this document contain certain forecasts and other forward-lookmg 
statements withm the meaning of tlie Private Securities Litigation Reform Act of 1995 with respect to the fimcial  condition, results of 
operations, business strategies, operating efficiencies or synergies, revenue enhancements, competitive positions, growth oppoht ies ,  plans 
and objectives of the management of each of Duke Energy, Progress Energy and, following completion of the merger, the combined company, 
the merger and the markets for Duke Energy and Progress Energy common stock and other matters. Statements in this document and the 
documents incorporated by reference herein that are not historical facts are hereby identified as “forward-looking statements” for the purpose 
of the safe harbor provided by Section 21E of the Exchange Act, and Section 27A of the Securities Act. These forward-looking statements, 
including, without limitation, those relating to the future business prospects, revenues and income of Duke Energy, Progress Energy and, 
following the merger, the combined company, wherever they occur in this document or the documents incorporated by reference herein, are 
necessarily estimates reflecting the best judgment of the respective managements of Duke Energy and Progress Energy and involve a number 
of risks and uncertainties that could cause actual results to differ materially from those suggested by the forward-looking statements. These 
forward-looking statements should, therefore, be considered in light of various important factors, including those set forth in and incorporated 
by reference into this document. 

Forward-lookmg statements are typically identified by words such as “plan,” “believe,” “expect,” “target,” “will,” “anticipate,” “intend,” 
 outl loo^" “estimate,” “forecast ” “project,” “continue,” “could,” “may,” “might,” “possible,” “potential,” “predict” “should,” “would” and 
other similar words and expressions, but tlie absence of these words does not mean that a statement is not forward-looking. These forward- 
looking statements are found at various places throughout this document, including in the section entitled “Risk Factors” beginning onpage 
[-I. Important factors that could cause actual results to differ materially from those indicated by such forward-looking statements include 
those set fortli in Duke Energy’s and Progress Energy’s filmgs with the SEC, includ.mg tlieir respective Annual Reports onForm 10-K for tlie 
‘scal year ended December 31, 2010, as updated by any subsequent Quarterly Reports onForm 10-Q and Current Reports on Form 8-K. 
iliese important factors also include those set forth under “Risk Factors,” beginning on page [-I, as well as, among others, risks and 
uncertainties relatmg to: 

the ability of the parties to timely and successfully receive the required approvals for tlie merger from (i) regulatory agencies free of 
burdensome conditions to the parties and (ii) their respective shareholders; 

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

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

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

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

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

the timing and extent of changes in commodity prices, interest rates and foreign currency exclxmge rates; 

changes in environmental and other laws and regulations to which we and our subsidiaries are subjecc 

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

the effect of accounting pronouncements issued periodically by accounting standard-setting bodies; 

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

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

state, federal and foreign legislative and regulatory initiatives that affect cost and investment recove have an impact on rate 
structures, and affect the speed at and degree to which competition enters the electric and natural gas industries; 

the risk that revenues following the merger may be lower tlm expected; 

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

the weather and other natural phenomena, including the economic, operational and other effects of hurricanes and ice storms; 

general economic conditions, includmg any potential effects arising from terrorist attacks and any consequential hostilities or other 
hostilities or other external factors over which we have no control; 

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

declines in the market prices of equity securities and resultant cash funding requirements for Duke Energy’s and Progress Energy’s 
defined benefit pension plans; and 

the risk that the closing of the merger is substantially delayed or does not OCCUT. 

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

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

Lhese forward-looking statements to reflect any events or circumstances after tlie date that they were made or to reflect the occurrence of 
unanticipated events. 

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

We discuss additional factors, risks and uncertainties that could cause actual results to differ materially from those expressed in the 
forward-looking statements in reports filed with the SEC by Duke hergy  and Progress Energy. See ‘‘Where You CanFind More Infmation” 
beginning onpage [-] for a list of the documents incorporated by reference. 
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RISK FACTORS 

In addition to tlw other infotnzation included and incorporated by reference into this document, including the matters addressed in 
“Cautionary Statement Regarding Fotward-Looking Statements” beginning on page [-I, Duke Energy and Progress Energy shareholders should 
carejilly coizsider the following risks before deciding how to vote. In addition, you should read and consider the risks associated with each of tlie 
businesses of Duke Energy andProgressEneru because those risks will also @ect the combined company. Tliose risks can be found in the 
Annual Reports on Form IO-K for  the fircal year ended December 31,2010 for each of Dulie Energy andProgressEnergy, as updated by any 
subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, which are incorporated by reference into this document. You 
shouId also read and consider die other infotrnation in diir document and the other documents incorporated by reference into this document. See 
“Ct?lere You Can Find More Ii?foimation” beginning on page [-I. 

Risks Related to the Merger 

Because the marketpiice of shares of Diike Energy CONUIIOII stock willflicfilafe wtd the exchange ratio ivill not be adjusted to reflect 

Upon completion of the merger following the reverse stock split, each outstanding share of Progress Energy common stock will be converted 

.It flichations, Progress Energy shareholders cannot be sire of fhe vahie of the merger consideration thq will receive 

http://www.sec.gov/A~chives/edgar/da~1326160/00011931251110794l/ds4a.htm[4/28/2011 850: 17 AM] 



Amendment No. 2 to Form S-4 

into the right to receive 0.87083 of a share of Duke Energy common stock. of shares of Duke Energy common stock to be issued 
pursuant to the merger agreement for each share of Progress Energy comm 1 not change to reflect changes in the market price of Duke 
Energy or Progress Energy common stock. The market price of Duke Energy common stock at the time of completion of the merger may vary 
si&icantly from the market prices of Duke Energy common stock on the date the merger agreement was executed, the date of this document and 

date of the respective special shareholder meetings. Accor 
,sw or be able to calculate the market value of the merger c 

at the time of the Progress Energy special shareholder meeting, you will not 
ation you will receive upon completion of the merger. 

In addition, we might not complete the merger until a si&icant period of time has passed after the respective special shareholder meetings. 
Because we will not adjust the exchange ratio to reflect any changes in the market value of Duke Energy common stock or Progress Energy 
common stock, the market value of the Duke Energy common stock issued in connection with the merger and the Progress Energy common stock 
surrendered in connection with the merger may be higher or lower than the values of those shares on earlier dates. Stock price changes may result 
from market reaction to the announcement of the merger and market assessment of the likelihood that 
business, operations or prospects of Duke Energy or Progress Energy prior to or 
general business, market, industry or economic conditions and other factors both 
Energy. Neither Duke Energy nor Progress Energy is permitted to terminate the merger agreement solely because of changes in the market price of 
either company’s common stock. 

erger will be completed, changes in the 

Current Duke Energy and Progress Energy shareliolders will lime a reduced awtiersltip and voting interest after the merget: 
Duke Energy will issue or reserve for issuance approximately [ - ] million shares of Duke Energy common stock (after giving effect to 

the Duke Energy reverse stock split) to Progress Energy shareholders in the merger (including shares of Duke Energy common stock to be issued 
in connection with outstanding Progress Energy equity awards). Based on the number of shares of common stock of Duke Energy and Progress 
Energy outstanding on [ - 3,201 1, the record date for the two companies’ special meetings of shareholders, upon the completion of the merger, 
current Duke Energy shareholders and former Progress Energy shareholders would own approximately [-I% and [-I% of the common stock of 
Duke Energy, respectively. 
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Duke Energy and Progress Energy shareholders currently have the right to vote for their respective directors and on other matters affecting 
company. When the merger occurs, each Progress Energy shareholder who receives shares of Duke Energy common stock will become a 

shareholder of Duke Energy with a percentage ownership of the combined company that will be smaller than the shareholder’s percentage 
ownership of Progress Energy. Correspondingly, each Duke Energy shareholder will remain a shareholder of Duke Energy with apercentage 
ownership of the combined company that will be smaller than the shareholder’s percentage of Duke Energy prior to the merger. As a result of 
these reduced ownership percentages, Duke Energy shareholders will have less voting power in the combined company than they now have with 
respect to Duke Energy, and former Progress Energy Shareholders will have less voting power in the combined company than they now have with 
respect to Progress Energy. 

The merger agreement contains provisions that limit each of Dnke Energy’s and Progress Energy’s ability to piirslie alternatives to the 
merger, which could discourage a potential acquirer of eiiher Progress Energy or Duke Energyfiom making an alternative transaction 
proposal and, in certain ciraitnstances, could repiire Duke Energy or Progress Energy to pay to the other a significant tertninaiiori fee, as well 
as trcu2sadioti expenses 

transactions in lieu of the merger. In genera unless and until the merger agreement is terminated, both Duke Energy and Progress Energy are 
restricted from, among other h g s ,  soliciting, initiating, knowingly encouraging or facilitating a competing acquisition proposal from any person 
Each of the Duke Energy board of directors and the Progress Energy board of directors is limited in its ability to change its recommendation with 
respect to the merger-related proposals. Duke Energy or Progress Energy may terminate the merger agreement and enter into an agreement with 
respect to a superior proposal only if specified conditions have been satisfied, including compliance with the non-solicitation provisions of the 
merger agreement. These provisions could discourage a third party that may have an interest in acquiring all or a sign5cant part of Duke Energy 
or Progress Energy from considering or proposing such an acquisition, even if such third party were prepared to pay consideration with a higher 
per share cash or market value than the consideration proposed to be received or realized in the merger, or might result in a potential competing 
acquirer proposing to pay a lower price than it would otherwise have proposed to pay because of the added expense of the termination fee that may 
become payable in certain circumstances. Under the merger agreemenf in the event Duke Energy or Progress Energy terminates the merger 
agreement to accept a superior proposal, or under certain other circumstances, Duke Energy or Progress Energy, as applicable, would be required 
to (i) reimburse the other party for the other party’s fees and expenses in an amount not to exceed $30 million and/or (ii) pay a termination fee of 

5 million in the case of a termination fee payable by Duke Energy to Progress Energy and a termination fee of $400 million in the case of a 
,-,inktion fee payable by Progress Energy to Duke Energy, provided that any termination fee payable will be reduced by the amount of any fees 
and expenses previously reimbursed See “The Merger Agreement-No Solicitation” beginning on page [-I. 

Under the merger agreement, Duke Energy and Progress Energy are restricted, subject to limited exceptions, from entering into alternative 
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Duke Energy and Progress Energy will be subject to various uncertainties and contractual restrictions wlrile the merger is pending tliat 

Uncertainty about the effect of the merger on employees, suppliers and cus 

disruption and could adversely affect their fmancial results. 

gress Energy. These uncertainties may impair Duke Energy’ 
..L merger is completed and for a period of time thereafter, as e 

roles with the combined company, and could cause customers, suppliers and others who deal with Duke E 
change existing business relationships with Duke Energy or Progress Energy. 
also place a burden on management and internal resources. Any sigruficant diversion of management attention away from ongoing business 
concerns and any difficulties encountered in the transition and integration process could affect Duke Energy’s and/or Progress Energy’s fmancial 
results. 

ss Energy to seek to 
for the integration may 
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In addition, the merger agreement restricts each of Duke Energy and Progress Energy, without the other’s consent, from malung certain 
acquisitions and dispositions and 
Progress Energy from pursuing o 
completion of the merger or termination of the merger agreement. See “The Merger Agreement-Covenants of Duke Energy and Progress Energy” 
beginning onpage [-I. 

ay prevent Duke Energy and/or 
spective businesses prior to 

If conipleted, the merger may not achieve its anticipated results, and Duke Energy and Progress Energy may be unable to integrate their 
Operations in the tnanner expected 

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

It is possible that the integration process could take longer than anticipated and could result in the loss of valuable employees, the disruption 
any’s ongoing businesses, processes 
arrangements, any of which could a 

ies in standards, controls, procedures, practices, policies and 
’ s  ability to achieve the anticipated benefits of the merger. 

The combined company’s results of operations could also be adversely affected by any issues attributable to either company’s operations that arise 
or are based on events or actions that occur prior to the closing of the merger. The companies may have di addressing possible differences 
in corporate cultures and management philosophies. The integration process is subject to a number of unce s, andno assurance can be given 
that the anticipated benefits will be realized or, if realized, the timing of their realization. Failure to achieve these anticipated benefits could result 
in increased costs or decreases in the amount of expected revenues and could adversely affect the combined company’s future business, financial 
condition, operating results and prospects. 

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

Duke Energy currently anticipates that the merger will be accretive to earnings per share in the f i t  M1 year following the completion of the 

the market price of Duke Energy’s cormnon stock 

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

Duke Energy tviU record goodwill thnt could become impaired and adversely affect its operating results. 

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

The amount of goodwill, which is expected to be material, will be allocated to the appropriate reporting units of the combined company. 
-Ice Energy is required to assess goodwill for impaimtent at least annually by comparing the fair value of reporting units to tlie carrying value of 

e reporting units. To the extent die carrying value of any of those reporting units is greater than the fair value, a second step comparing the 
mplied fair value of goodwill to the carrying amount would be required to determine if the goodwill is impaired. Such a 
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potential impairment could result in a material charge that would have a material impact onDuke Energy’s hture operating results and 
consolidated balance sheet. 

Pending titigation against Duke Energy and Progress Energy could rem& in an injiinction preventing tlie completion of tile merger or a 
resulting in the payment of damages in the event tlte merger is completed and may adversely affect the combined company’s business, 
condition or resilts of operations and cash flows follcnving tlie merger. 

In connection with the merger, purported shareholders 
Progress Energy, Duke Energy, Diamond Acquisition Corpo 
to enjoin the merger. The outcome of any such litigation is uncertain If a dismissal is not granted or a seUle 
could prevent or delay completion of the merger and result in substantial costs to Duke Energy and Progress Energy, includmg any costs associated 
with the indemnification of directors and officers. Plaintiffs may file additional lawsuits against Duke Energy, Progress Energy and/or the directors 
and officers of either company in connection with the merger. The defense or settlement of any lawsuit or claim that remains unresolved at the 
time the merger is completed may adversely affect the combined company’s business, financial condition, results of operations and cash flows. See 
“The Merger-Legal Proceedmgs” beginning on page [-I. 

The merger is siibject to the receipt of consent or approvalflom governmental entities that could delay the completion of tlie merger or 
impose conditions that coiild have a material adverse effect on tlie combined company or tIiat could cause aban 

Antitrust Division, or the DOJ, and the Federal Trade Commission, or the FTC, under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, 
or the HSR Act, and the expiration or earlier termination of the waiting period (and any extension of the waiting period) applicable to the merger is 
a condition to closing the merger. The special meetings of the shareholders of Duke Energy and Progress Energy at which the proposals required to 
nnmplete the merger will be considered may take place before any or all of the required regulatory approvals have been obtained and before all 

the merger are approved, Duke 
liriergy and Progress Energy may subsequently agree to conditions without further seeking shareholder I, even if such conditions could 
have an adverse effect on Duke Energy, Progress Energy or the combined company. 

Sitions to such approvals, if any, are known. In this event, ifthe shareholder proposals required to com 

Duke Energy and Progress Energy cannot provide assurance that we will obtain all required regulatory consents or approvals or that these 
consents or approvals will not contain terms, conditions or restrictions that would be detrimental to the combined company after the completion of 
tlie merger. The merger agreement generally permits each party to terminate the merger agreement if the final terms of any of the required 
regulatory consents or approvals require a party (i) to sell, or agree to sell, hold or agree to hold separate, or otherwise dispose or agree to dispose 
of any asset, in each case if the sale, separation or disposition or agreement would, individually or in the aggregate, reasonably be expected to have 
a material adverse effect on the expected benefits of the transactions contemplated by the merger agreement to such party; (ii) to conduct or agree 
to conduct its business in any particular manner if such conduct or agreement would, individually or in the aggregate, reasonably be expected to 
have a material adverse effect on the expected benefits of the transactions contemplated by the merger agreement to such party; or (iii) to agree to 
any order, action or regulatory condition of any regulatory body, whether in an approval proceeding or another regulatory proceeding, tlmt, if 
effected, would cause a material reduction in the expected benefits for such party’s shareholders. Any substantial delay in obtaining satisfactory 
approvals or the imposition of any terms or conditions in connection with such approvals that, if effected, would cause a material reduction in the 
expected benefits for such party’s shareholders or would 
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have a material adverse effect on the expected benefits for either company may cause the abandonment of the merger by Duke Energy or Progress 
Energy. 

The merger will combine two companies that are currently affected by developments in the electric iititity indrrstry, including changes in 
ilation. A failure io adapt to any regulatory developinwits or clianges alter the merger could adversely affect the stebility of earnings and 

Lrrrild resltli in erosion of tile combined cotnpany ’s revenues and profiis. 

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

-olina, Florida, Ohio, Indiana and Kentucky. 

The pro forma fmancial statements included in this dociiment are presented for illustrative piirposes only and may not be an indication 

The pro forma financial statements contained in this document are presented for illustrative purposes only, are based on various adjustments, 

of the combined company ’sfinancial condition or resilts of operations following the merger. 

assumptions and preliminary estimates and may not be an indication of the combined company’s f i i c i a l  condition or results of operations 
following the merger for several reasons. See “Unaudited Pro Forma Condensed Combined Consolidated Financial Information” beginning on 

the merger may not be consistent 
ro forma financial information may 

prove to be accurate, and other factors may affect the combined company’s financial condition or results of operations following the merger. Any 
potential decline in the combined company’s financial condition or results of operations may cause significant variations in the stock price of the 
combined company. 

Duke Energy cannot assure you that it will be able to continuepaying dividends at the airrent rate 

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

Duke Energy may not have enough cash to pay such dividends due to changes in Duke Energy’s cash requirements, capital spending 
plans, f m c i n g  agreements, cash flow or financial position; 

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

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

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

Duke Energy’s shareholders should be aware that they have no contractual or other legal right to dividends that have not been declared. 
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Directors and a-eciztive officers of Duke Energy and Progress Energy have financial interests in the merger that may be differetitfi.om, 
or in addition to, those of other Duke Energy and Proagress Energy shareholders, which could have ittjl~zenced their decisions to support or 
approve the merger. 

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

Duke Energy and Progress Energy may inclrr uneqected transaction fees and merger-related costs in cotinedion with the merger. 

Duke Energy and Progress Energy expect to incur a number of non-recurring expenses, totaling approximately $90 million, associated with 

~ltional unanticipated costs in the integration of the businesses of Duke Energy and Progress Energy. Although we expect that the elimination of 
pleting tlie merger, as well as expenses related to combining the operations of the two companies. The combined company may incur 

certain duplicative costs, as well as the realization of other efficiencies related to the integration of the two businesses, will offset the incremental 
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transaction and merger-related costs over time, tlie combined company may not aclieve this net benefit in the near term, or at all. 

The combined coiripwiy ’s hedging activities tnay not fully proied the cottibined compwiy frotri fluctuations in conwtiodity prices, wid tnay 

Progress Energy andDuke Energy currently engage in activities to hedge their respective economic risks related to electricity sales, fuel 

fl4 compleieiy elinlinaie the risks associated with its bzisinesses. 

e assurance ssful in managing its 
net losses as a resul 
company’s expectations. 

a1 power prices and he1 costs may differ from tlie combined 

ing procedures that the combined company may not always be followed or may n 
agement decisions may have on the and other factors, we cannot predict the 

results or fmancial position of the combined company. 

There are risks associated with the proposed Duke Energy reverse stock split, including thai the reverse stock split may not resilt in a 

If we complete the merger, Duke Energy will effect a 1 -for-3 reverse stock split immediately before the merger. Duke Energy cannot predict 

proportionate increase in ffie per share price of Duke Energy cottittion stock 

whether or to what extent the Duke Energy reverse stock split will proportionately increase the market price of Duke Energy common stock. The 
market price of Duke Energy common stock will be based on Duke Energy’s rmance and other factors, including broader market conditions, 
which are unrelated to the number of shares of Duke Energy common stock 
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The reverse stock split would have ffie effect of increasing tlie attioutit of common stock Duke Energy is authorized to issue witiivitt 

As a result of the reverse stock split, and after giving effect to the merger, Duke Energy expects that it will have approximately [-I shares of 

fiirtlier approval by Duke Energy sliareholders 

bommon stock outstanding, compared to [-I shares of Duke Energy common stock outstanding as of [-I, 201 1. Duke Energy’s amended and 
restated certificate of incorporation currently authorizes Duke Energy to issue 2,000,000,000 shares of cornmoil stock and Duke Energy does not 
anticipate reducing this amount in connection with the reverse stock split or the merger. As a resulf Duke Energy expects the reverse stock split, 
after completing the merger, will give it the ability to issue approximately [-] additional shares of common stock. Except in certain instances, as 

equity, earnings and voting interests of existing Duke Energy shareholders. 

Risks Related to Duke Energy and Progress Energy 

Duke Energy and Progress Energy are, and will continue to be, subject to the risks described in Part I, Item 1A “Risk Factors” of Duke 
Energy’s Form 10-K for the fiscal year ended December 31,201 0, which Duke Energy filed with the SEC on February 25,201 1, and Part I, 
Item 1A “Risk Factors” of Progress Energy’s Form 1 C-K for the fiscal year ended December 31, 201 0, which Progress Energy filed with the SEC 
on February 28, 201 1, and in each case which we have incorporated by reference in tlis document. See “Where You Can Find More Mormation” 
beginning onpage [-I. 
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Duke Energy Corporation 

526 South Church Street 
Charlotte, North Carolina 28202 
(704) 594-6200 

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

Duke Energy’s regulated utility operations consist of its U. S. franchised electric and gas segmenf which serves approximately four million 
customers located in five states in the southeast and midwest regions of the United States, representing a population of approximately 12 million 

ple. The U. S. franchised electric and gas segment consists of regulated generation, electric and gas transmission and distribution systems. The 
,merit's generation portfolio includes a mix of energy resources with different operating characteristics and fuel sources. In its regulated electric 

megawatts of generating capacity for a servi 
al gas transmission and distribution with app 

approxhately 50,000 square miles. 
ly 500,000 customers located in 

southwestern Ohio and northern Kentucky. 

Duke Energy’s commercial power segment owns, operates and manages power plants, primarily located in the midwestern region of the 
United States. Duke Energy Retail Sales, a subsidiary of Duke Energy and part of the commercial power segment, serves retail electric customers 

es Duke Energy Generation Se 
ates a generation portfolio of ap 

an on-site 
ately 7,550 net 

megawatts of power 
megawatts of renewable energy in operation and over 5,000 megawatts of renewable energy projects under development as of December 31,201 0. 

Duke Energy’s international business segment operates and manages power generation facilities and engages in sales and marketing of 

on, excluding renewable generation assets. Duke Energy Generation Services, in particular, has approximately 1,002 

electric power andnatural gas outside the United States. Duke Energy’s int generation in Latin 
America. Duke Energy’s international segment also has an equity investme 
MTBE, a gasoline additive. Duke Energy’s international segment owns, operates or has substantial interests in approximately 4,500 gross 
megawatts of generation facilities, of which approximately 70% is hydroelectric. 

egment’s activities targ 
Methanol Co. in Sau la, a regional producer of 

For the year ended December 31,201 0, Duke Energy had total revenues of $14.3 billion and net income of $1.3 billion. Duke Energy’s 
consolidated assets as of December 31, 2010 were $59.1 billion Duke Energy’s common stock is listed and trades on the NYSE under the symbol 
“DUK” 

Progress Energy, Inc. 

41 0 South Wilmington Street 
Raleigl-5 North Carolina 27601 
(919) 546-6111 

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

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

Progress Energy Florida is a regulated public utility that is primarily engaged in the generation, transmission, distribution and sale of 
electricity in portions of Florida. Progress Energy Florida’s generation portfolio includes a mix of energy resources with different operating 
rhmcteristics and fuel sources, includmg c o d  natural gas and nuclear sources. As of December 31, 2010, Progress Energy Florida owned 

approximately 20,000 square miles, providing electric services, retail and wholesale, to approximately 1.6 million customers located in portions of 
Florida. 

.oximately 1 0,025 megawatts of generating capacity (including approximately 120 megawatts of jointly owned capacity) for a service area of 
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For the year ended December 31, 201 0, Progress Energy had total revenues of $1 0.2 billion and net income of $863 million Progress 
Energy’s consolidated assets as of December 31,201 0 were $33.1 billion Progress Energy’s common stock is listed and trades on the NYSE under 
the symbol ‘PGN.” 

mond Acquisition Corporation 

Diamond Acquisition Corporation is a North Carolina corporation and a wholly-owned subsidiary of Duke Energy. Diamond Acquisition 
Corporation was incorporated on January 6,201 1, for the purpose of effecting the merger. Diamond Acquisition Corporation has not conducted 
any activities other than those incidental to its formation and tlie matters contemplated in the merger agreement 
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THE DUKE ENERGY SPECIAL MEETING 

General 

The Duke Energy board of directors is using this document to solicit proxies from tlie holders of shares of Duke Energy common stock for 
use at the Duke Energy special meeting. Duke Energy is fmt mailing this document and accompanying proxy card to its shareholders on or about 
[-I, 201 1. 

Date, Time and Place of the Duke Energy Special Meeting 

South Cliurcli Street in Charlotte, North Carolina. 
Duke Energy will hold its special meeting of shareholders on [-I, 201 1, at [-I., Eastern time, in the 0. J. Miller Auditorium located at 526 

Purpose of the Duke Energy Special Meeting 

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

1 to approve the amendment of the amended and restated certificate of incorporation of Duke Energy to provide for a 1 -for-3 

Energy board of directors’ authority to not complete such amendment if the merger agreement is terminated or the merger is otherwise 
abandoned; 

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

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

ck split with respect to the issued and outstanding Duke Energy common stock prior to the merger, subject to the Duke 

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

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

Duke Energy Record Date; Shares Entitled to Vote 

entitled to notice of, and to vote at, the Duke Energy special meeting. Only holders of record of shares of Duke Energy common stock at the close 
of business on the record date are entitled to notice of, and to vote at, the Duke Energy special meeting and any adjournments or postponements of 
the Duke Energy special meeting. 

The Duke Energy board of directors has fixed the close of business on [ - 1,201 1 as the record date for determination of shareholders 

Each shareholder is entitled to one vote at the Duke Energy special m e e m  for each share of Duke Energy common stock held by that 
shareholder at the close of business onthe record date. Duke Energy’s common stock is its only voting security for the Duke Energy special 
meeting. 
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Asof[  - 1,2011,therec for the Duke Energy of Duke Energy common 
stock outstanding and held by appr 
vote at the Duke Energy special meeting for examination by 
Street in Charlotte, North Carolina 28202 for purposes pertaining to the Duke Energy special meeting, during normal business hours for a period 
of ten days before the Duke Energy special meeting, and at the time and place of the Duke Energy special meeting. 

y [-I holders of rec f shareholders entitled to 
rgy shareholder at Duke Energy’s headquarters, 526 South church 

Quorum 

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

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

Vote Required 

Required Vote to Approve the Reverse Stock Split Proposal 

The affirmative vote of a majority of the shares of Duke Energy common stock outstanding on the record date for the Duke Energy special 
meeting is required to approve the reverse stock split proposal. If you abstain from voting, fail to vote, or a broker non-vote occws, it will have tlie 
same effect as voting against this proposal. 

Reqirired Vote to Approve the Share Issuance Proposal 

The affirmative vote of a majority of the shares of Duke Energy common stock voting (in person or by proxy) on the share issuance proposal 
is required to approve the proposal, provided that the total votes cast on the proposal (includmg abstentions) must represent a majority of the shares 
of Duke Energy common stock outstandmg on the record date for the special meeting. If you abstain from voting, it will have the same effect as 

make it more difficult to meet the NYSE requirement that the total votes cast on such proposal (including abstentions) represent a majority of the 
shares of Duke Energy common stock outstandmg as of the record date for the Duke Energy special meeting. 

t this proposal. If you fail to vote or a broker non-vote occurs, it will have no effect on the vote count for the proposal, but it will 

Required Vote to Approve the Duke Energy Adjourtitnent Proposal 

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

Voting by Duke Energy’s Directors and Executive Officers 

the right to vote less than [-I% of the Duke Energy common stock 
As of the record date for the special meeting of Duke Energy Shareholders, Duke Energy’s directors and executive officers collectively had 
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o u t s t a n h  and entitled to vote at the Duke Energy special meeting. Duke Energy currently expects tlmt Duke Energy’s directors and executive 
?ers will vote their shares of Duke Energy common stock in favor of each of the proposals to be considered at the Duke Energy special 
.king, although none of them has entered into any agreements obligahng them to do so. 

http://www.sec.gov/Archives/edgad&ta/1326160/0001193 1251 11 0794l/ds4a.htm[4/28/2011 850: 17 AM] 

http://www.sec.gov/Archives/edgad&ta/1326160/0001193


Amendment No. 2 to Form S-4 , 

Voting of Proxies 

Giving a proxy means that a Duke Energy shareholder authorizes the persons named in the enclosed proxy card to vote its shares at the Duke 
es received in time for the 

approval of the share ; persons named as proxies will 
issuance proposal, the reverse stock split proposal and the Duke Energy adjournment proposal. 

Only shares affirmatively voted for the approval of the proposals to be considered at the Duke Energy spe eting or properly executed 

those shares without specific instructions from those customers. Accordmgly: 

on or a failure to vote your Duke Energy shares on the reverse stock split proposal will have the same effect as a vote against 
that proposal because a majority of the shares of Duke Energy common stock outstandmg on the record date for the Duke Energy 
special meeting must approve the proposal; 

Duke Energy shares on the share issuance proposal will have no effect on that proposal, but may make it more 

a1 provided that a majority of the outs shares are voted; and 

ur Duke Energy shares on the Duke Energy adjournment proposal, while considered for purposes of establishing 

Duke Energy adjournment proposal. 

How to Vote 

If you own shares of Duke Energy common stock in your own name, you are an “owner of record” This means that you may use the 
enclosed proxy card(s) to tell the persons named as proxies how to vote your shares of Duke Energy common stock. If you fail to sign and retum 
your proxy card(s), the proxies cannot vote your shares of Duke Energy common stock at the Duke Energy special meeting. A n  owner of record 
has four voting options: 

Iiztet.net. You can vote over the Internet by accessing the website shown on your proxy card and following the instructions on the website 
,met voting is available 24 hours a day. Have your proxy card in hand when you access the web site and follow the-instructions to vote. 

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

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

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

The Internet and telephone proxy procedures are designed to authenticate shareholders identities, to allow shareholders to give their proxy 
voting instructions and to c o d m  that these instructions have been properly recorded. Directing the voting of your Duke Energy shares will not 

st your right to vote in person if you decide to attend the Duke Energy special meeting. 

The named proxies will vote all shares at the special meeting that have been properly voted (whether by Internet, telephone or mail) and not 
revoked. 
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Participants in the Duke Energy Retirement Savings Plan, the Duke Energy Retirement Savings Plan for Legacy Cinergy Union 
Employees (Midwest) or the Duke Energy Retirement Savings Plan for Legacy Cinergy Union Employees WEW 1392) 

If you are a participant in any of these plans, you have the right to provide voting directions to the plan trustee, by submirung your proxy 
d, for tliose shares of Duke Energy common stock that are held by the plan and allocated to your account Plan participant proxies are treated 

tionfidentially . 

If you elect not to provide voting directions to the plan trustee, the plan trustee will vote the Duke Energy shares allocated to your plan 
eived voting directions from other 
r votmg in the absence of 
Act of 1974, as amended unless it determines that t 

trustee must process voting instructions from participants before tlie date of the special meetmg of Duke Energy Shareholders, you are urged to 
deliver your instructions no later than [-I, 201 1. 

Revoking Your Proxy 

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

by notifymg Duke Energy’s Corp 
of the proxy and that Duke Energy receives prior to the Duke Energy special meeting and states that you revoke your proxy; 

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

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

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

Secretary that you are revoking your proxy by written notice that bears a date later than tlie date 

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

Other Voting Matters 

Electronic Access to Proxy Material 

This document and Duke Energy’s Form 10-K for the fiscal year ended December 31, 201 0 are available on the Duke Energy website, 
w ww.diike-energy.com. 

People with Disabilities 

Duke Energy can provide you with reasonable assistance to help you participate in tlie Duke Energy special meeting if you inform Duke 
Energy of your disability. Please contact Investor Relations by telephone at (80@) 4883853; by electronic correspondence through “Contact 
Investor Relations” at www.dz~-eiiergy.co~jizvestors, or by mail at P.O. Box 1005, Charlotte, North Carolina 28201 -1 005, at least two weeks 
before the Duke Energy special meeting. 

Proxy Solicitations 

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

Duke Energy has engaged the services of Georgeson Inc. for a fee of approximately $25,000, plus reimbursement of expenses, to assist in the 
solicitation of proxies. 

Duke Energy and its proxy solicitors will request that banks, brokerage houses and other custodians, nominees and fiduciaries send proxy 
..,dterialS to the beneficial owners of Duke Energy common stock and will, ifrequested, reimburse the record holders for their reasonable out-of- 
pocket expenses in doing so. The extent to w!nicli these proxy-soliciting efforts will be necessary depends upon how promptly proxies are 
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submitted 

Assistance 

If you need assistance in completing your proxy card or have questions regarding Duke Energy’s special meeting, please contact Georgeson 
. toll-free at (800) 509-0984. Banks and brokers may call collect at (21 2) 440-91 28. 
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PROPOSALS SUBMITTED TO DUKE ENERGY’S SEWJXEHOLDERS 

The Reverse Stock Split Proposal 

(Item 1 on Duke Energy Proxy Card) 

ent to Duke Energy’s amended and restated certificate of 
Duke Energy common stock in connection with 

Energy has sufficient autliorized shares of Duke Energy common stock to 
complete the merger. The Duke Energy board of directors has declared tlie proposed amendment to Duke Energy’s amended and restated 
certificate of incorporation to be advisable and has unanimously approved the proposed form of certificate of amendment to Duke Energy’s 
amended and restated certificate of incorporation, attached to this document as h e x  F, and recommended that it be presented to Duke Energy’s 

ergy do not complete the merger, Duke Energy wil 
ontemplated by the reverse stock split proposal, 

end its amended and restated 
that Duke Energy 

ly approved the reverse stock split proposal. 

Overview 

By approving this reverse stock split proposal, the Duke Energy shareholders approve, subject to approval of the share issuance proposal, an 
amendment to Duke Energy’s am rtificate of incorporation providmg for a 1 -for-3 reverse stock split with respect to the 

connection with the merger. If the Duke Energy shareholders approve this reverse stock led and outstan& Duke Energy common 
It proposal and Duke Energy effects the reverse stock split, then every three issued and outstanding shares of Duke Energy common stock (and 

every three shares of Duke Energy common stock, if any, that are treasury shares of Duke Energy) would be combined and reclassified into one 
share of Duke Energy common stock. The reverse stock split would not change the number of authorized shares of Duke Energy common stock. 

If Duke Energy effects the reverse stock split, then, except for adjustments that may result from the treatment of fractional shares as described 
below, each Duke Energy slmeholder will hold the same percentage of then-outstandq Duke Energy common stock immediately following the 
reverse stock split as such Duke Energy shareholder held immediately prior to the Duke Energy reverse stock split The par value of the Duke 
Energy common stock would remain unchanged at $0.001 per share. 

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

Principal Effects of the Reverse Stock Split 

If Duke Energy shareholders approve the reverse stock split proposal and Duke Energy effects the reverse stock split, each Duke Energy 
shareholder will own a reduced number of shares of Duke Energy common stock upon the effectiveness of the certificate of amendment providing 
for the reverse stock split Duke Energy would effect the reverse stock split simultaneously for all outstanding shares of Duke Energy common 
stock. The reverse stock split would not change tlie number of authorized shares of Duke Energy common stock. The reverse stock split will affect 
all Duke Energy shareholders uniformly and will not clmge any Duke Energy shareholder’s percentage ownership interest in Duke Energy, except 
to the extent that the reverse stock split would result in any Duke Energy shareholders otherwise owning a fractional share that will be cashed out 
Therefore, voting rights and other rights and preferences of the holders of Duke Energy common stock will not be affected by the reverse stock 
split (other than as a result of the payment of cash in lieu of fractional shares). Shares of Duke Energy common stock issued pursuant to the reverse 
stock split will remain N l y  paid and nonassessable. 
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As of die effective time of the reverse stock split, Duke Energy will adjust and proportionate e the number of shares of Duke Energy 
common stock reserved for issuance upon e ise of, and adjust and proportionately increase the rice of, all options and other rights to 
acquire Duke Energy common stock. In addition, as of the effective time of the reverse stock split, Duke Energy will adjust and proportionately 
decrease the total number of shares of Duke Energy common stock that may be the subject of future grants under Duke Energy’s stock option and 

mtive plans. 

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

Fractionai Shares 

Duke Energy will not issue any fractional shares of Duke Energy common stock in connection with the reverse stock split, except with 
respect to shares of Duke Energy common stock held in participant accounts under Duke Energy’s dividend reinvestment plan The proposed form 
of certificate of amendment to the amended and restated certificate of incorporation of Duke Energy provides that each shareholder (other than with 
respect to shares held in participant accounts under Duke Energy’s dividend reinvestment plan) who would otherwise be entitled to receive a 
fractional share of Duke Energy common stock as a result of the cornbination will, with respect to such fractional s h e ,  be entitled to receive cash 
in lieu of such fractional share in an amount equal to the net cash proceeds attributable to the sale of such fractional share following the 
aggregation and sale by Duke Energy’s transfer agent of all fractional shares of Duke Energy common stock otherwise issuable, on the basis of 
prevailing market prices at such time. 

Effect on Registered “Book-Entry ” Sliareltolders 

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

* 

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

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

Effect on Registered CertiBcated Sliareliolders 

Some registered Duke Energy shareholders hold all their shares of Duke Energy common stock in certificate form or a combination of 
certificate and book-entry form. If you hold any of your shares of Duke Energy common stock in certificate form, you will receive a letter of 
transmittal from Duke Energy’s transfer agent as soon as practicable after the effective date of the reverse stock split Tlie letter of transmittal will 
contain instructions on how to surrender your certificate(s) representing your pre-reverse stock split shares to the transfer agent Upon receipt of 
your share certifkate, Duke Energy will issue to you the appropriate number of shares of Duke Energy common stock electronically in book-entry 
form (or in certificated form if you request physical certificates) and provide a statement reflecting the number of slmres registered in your account 
Duke Energy will not issue any new shares of Duke Energy common stock in book-entry form (or certificated form if you request physical 
certificates) to you until you surrender your outstanding certificate(s), together with the properly completed and executed letter of transmittal, to 
the transfer agent At any time after receipt of your statement 
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reflecting the number of shares registered in your book-entry account, you may request a share certificate representing your ownership interest 

Procedure for Effecting Reverse Stock Split and Exchange of Stock Certificates 

If Duke Energy shareholders approve the reverse stock split proposal and Duke Energy effects the reverse stock split, Duke Energy expects to 
f i e  the proposed certificate of amendment with the Secretary of State of the State of Delaware on or about the date on which we complete the 
merger. Beginning on the effective date of the reverse stock split, each certificate representing pre-reverse split shares of Duke Energy common 
stock will be deemed for all corporate purposes to evidence ownership of post-reverse stock split shares. 

As soon as practicable after the effective date of the reverse stock split, Duke Energy will notify its shareholders that it has effected the 
xse stock split Duke Energy expects that Duke Energy’s transfer agent will act as exchange agent for purposes of implementing the exchange 

of stock certificates. Holders of pre-reverse split shares will be asked to surrender to the exchange agent certificates representing pre-reverse split 
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shares in exchange for post-reverse stock split shares in electronic book-entry form (unless such shareholder requests physical CertZcates) in 
accordance with the procedures to be set forth in a letter of transmittal to be sent by Duke Energy’s transfer agent Duke Energy will not issue any 
shares to a Duke Energy shareholder until such shareholder has surrendered such shareholder’s outstandmg certificate(s) together with tlie properly 
completed and executed letter of transmittal to the exchange agent. Any pre-reverse split shares submitted for transfer, whether pursuant to a sale 

>ther disposition, or otherwise, will automatically be exchanged for post-reverse stock split shares. DUKE ENERGY SHAREHOLDERS 
iOULD NOT DESTROY ANY STOCK C 

UNTIL REQUES’IED TO D 
transfer agent will update your 
of record indicating the number of shares you hold. Such Shareholders do not need to take any action to receive post-reverse stock split shares. 

Accounting Maifers 

The reverse stock split will iiot affect the total common shareholders’ equity on Duke Energy’s balance sheet The per share earnings or 
t book value of Duke Energy will be increased because there will be fewer shares of Duke Energy common stock otdstanding. Prior 

periods’ per share amounts will be restated to reflect the reverse stock split 

No Apprakal Rights 

Under the Delaware General Corporation Law, Duke Energy Shareholders are not entitled to appraisal rights witti respect to the reverse stock 
split 

Material US. Federal Income Tax Consequences of the Reverse Stock Split 

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

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

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

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

Conditions and Board Reconunendation 

The reverse stock split proposal is conditioned on approval of the share issuance proposal. Furthermore, if Duke Energy and Progress Energy 
lot complete the merger, Duke Energy will not amend its amended and restated certificate of incorporation to effect the reverse stock split 

contemplated by the reverse stock split proposal, notwithstanding that Duke Energy shareholders may have previously approved the reverse stock 
split proposal. 
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The Duke Energy board of directors recommends a vote ‘‘FOR” the reverse stock split proposal (Item 1). For a discussion of interests 
of Duke Energy’s directors and executive officers in the merger that may be different from, or in addition to, the interests of Duke Energy’s 
Shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the Merger-Interests of Directors and Executive 

’Cicers of Duke Energy in the Merger,” beginning on page [-I. 

The Share Issuance Proposal 

(Item 2 on Duke Energy Proxy Card) 

The merger provides that Duke Energy will issue shares of Duke Energy common stock in the merger. Upon the completion of the merger, 
the merger will be converted into the right to receive 0.87083 of a 
to reflect changes in the market prices of Duke En 

each share of Progress Energy common stock outs 

stock or Progress Energy common stock prior to closing. 
uke Energy common 

Under the NYSE Listed Company Manual, a company listed on the NYSE is required to obtain shareholder approval prior to the issuance of 
common stock, or of securities convertible into or exercisable for common stock, in any transaction or series of related transactions if the number 
of shares of common stock to be issued i 
outstandmg before the issuance of the co 
we estimate that (before giving effect to the reverse stock split) Duke Energy will issue or 

e, equal to or in excess of 20% of the number of shares of common stock 
es convertible into or exercisable for common stock. If we complete the merger, 
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reserve for issuance approximately [-I million slmes of Duke Energy common stock in connection with the merger, includmg shares of Duke 
Energy common stock issuable pursuant to outstanduu; Progress Energy stock options and other equity-based awards. On an as-converted basis, 
the aggregate number of shares of Duke Energy common stock that Duke Energy will issue in the merger will exceed 20% of the shares of Duke 
Energy common stock outstandmg before such issuance, and for this reasonDuke Energy must obtain the approval of Duke Energy shareholders 
for the issuance of shares of Duke Energy common stock to holders of Progress Energy common stock in connection with the merger. 

Duke Energy is as- its sh 
shareholders is necessary to effect 

ers to approve the share issuance proposal. The issuance of these securities to Progress Energy 
er and the approval of the share issuance proposal is required for completion of the merger. 

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

The Duke Energy Adjournment Proposal 

(Item 3 on Duke Energy Proxy Card) 

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

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

In the Duke Energy adjournment proposal, Duke Energy is as- its shareholders to authorize the holder of any proxy solicited by the Duke 
Energy board of directors to vote in favor of granting discretionary authority to the proxy holders, and each of them individually, to adjourn the 
Duke Energy special meeting to another time and place for tlie purpose of soliciting additional proxies. If the Duke Energy shareholders approve 
the Duke Energy adjournment proposal, Duke Energy could adjouni tlie Duke Energy special meeting and any adjounied session of the Duke 
Energy special meeting and use the additional time to solicit additional proxies, includmg the solicitation of proxies from Duke Energy 
shareholders who have previously voted. 

The Duke Energy board of directors recommends a vote ‘‘m” the Duke Energy adjournment proposal (Item 3). For a discussion of 
rests of Duke Energy’s directors and executive officers in the merger that may be different from, or in addition to, the interests of Duke 

,iergy’s shareholders generally, see “The Merger-Lnterests of Directors and Ekecutive Officers in the Merger-Interests of Directors and 
Executive Officers of Duke Energy in the Merger,” beginning on page [-I. 

http://www.sec.gov/Archives/e&ar/daW1326160/000119312511107941/ds4a.htm[4/28/2011 8:50:17 AM] 

http://www.sec.gov/Archives/e&ar/daW1326160/000119312511107941/ds4a.htm[4/28/2011


Amendment No. 2 to Form S-4 

Other Business 

not intend to bring any other matters before the Duke Energy special meeting by Duke Energy, 
er, any other matters 
d substitutes, acting at the Duke 

the Duke Energy special meeting by others 
named in the enclosed proxy, or their duly 

. ~ e r g y  special meeting or any adjournment or postponement thereof will be deemed authorized to vote the shares represented thereby in 
accordance with the judgment of management on any such matter. 
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TEE PROGRESS ENERGY SPECIAL MEETING 

General 

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

Date, Time and Place of the Progress Energy Special Meeting 

the Performing Arts located at 2 East South Street in Raleigh, North Carolina 27601. 
Progress Energy will hold its special meeting of shareholders on [ - 1,201 1 at [ - 3 Eastern time, in the Progress Energy Center for 

Purpose of the Progress Energy Special Meeting 

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

a proposal to approve the plan of merger contained in the merger agreement and thereby approve the merger, which we refer to in this 
document as the merger proposal; and 

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

The Progress Energy board of directors has unanimously approved the merger agreement and the transactions contemplated by the merger 
agreement, including the merger, and unanimously recommends that Progress Energy shareholders vote “FOR” each of the foregoing proposals. 
See “The Merger-Progress Ene sons for the Merger and the Recommendation of Progress Energy’s Board of Directors” beginning on 
page [-I. For a discussion of in rogress Energy’s directors and executive officers in the merger that may be different from, or in 
addition to, the interests of Progress Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive Officers in the 
Merger-Interests of Directors and Executive Officers of Progress Energy in the Merger,” beginning on page [-I. 

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

The Progress Energy board of directors has fxed the close of business on [ - 1,201 1 as the record date for determination of shareholders 
entitled to notice of, and to vote at, the Progress Energy special meeting. Only holders of record of shares of Progress Energy common stock at the 
close of business on tlie record date are entitled to notice of, and to vote at, tlie Progress Energy special meeting and any adjournments or 
postponements of the Progress Energy special meeting. 

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

As of [ - 1,201 1, the record date for the Progress Energy special meeting, there were approximately [ - 3 shares of Progress Energy 
common stock outstanding and held by approximately [ - ] holders of record Progress Energy will make available a complete list of 
shareholders entitled to vote at tlie Progress Energy special meeting for examination by any Progress Energy shareholder at Progress Energy’s 
headquarters, 41 0 South Wilmington Street in Raleigh= N o h  Carolina 27601 for purposes perkahkg to the Progress Energy special meeting, 
during normal business hours starting on [ - 1,201 1, and at the time and place of the Progress Energy special meeting. 
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Quorum 

In order to conduct the Progress Energy special meeting, holders of a majority of the outstandmg shares of common stock entitled to vote 
a t  be present in person or represented by proxy so that there is a quorum. It is important that you vote promptly so that your shares are counted 
rard the quorum. 

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

Vote Required 

Reqziired Vote to Approve the Merger Proposal 

The affirmative vote of the holders of record of at least a majority of the shares of Progress Energy common stock outstanding on tlie record 
date for the Progress Energy s 
vote occurs, it will have tlie same effect as voting against this proposal. 

meeting is required to approve the merger proposal. If you abstain from voting, fail to vote or a broker non- 

Reqiiired Vote to Approve the Progress Etimgy Adjournment Proposal 

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

Voting by Progress Energy’s Directors and Executive Officers 

had the right to vote less than [ - 1% of the Progress Energy common stock outstanding and entitled to vote at the Progress Energy special 
meeting. Progress Energy currently expects that Progress Energy’s directors and executive officers will vote their shares of Progress Energy 

As of the record date for the special meeting of Progress Energy shareholders, Progress Energy’s directors and executive officers collectively 

mnon stock in favor of each of the proposals to be considered at the Progress Energy special meeting, although none of them has entered into 
, agreements obligating them to do so. 

Voting of Proxies 

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

Only slmres affmatively voted for the approval of tlie proposals to be considered at the Progress Energy special meeting or properly 
executed proxies that do not contain voting instructions will be counted as favorable votes for the proposals. Also, under NYSE rules, brokers and 
b& who hold Progress Energy common stock in “street name” for customers who are the beneficia1 owners of hose shares may not give a proxy 
to vote those shares without specific instructions from those customers. Accordingly: 

an abstention or a failure to vote your Progress Energy shares on the merger proposal will Imve the same effect as a vote against that 
proposal because a majority of the shares of Progress Energy 
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common stock outstanding on the record date for the Progress Energy special meeting must approve the proposal; and 

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

How to Vote 
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If you own shares of Progress Energy common stock in your own name, you are an “owner of record” Tlis means that you may use the 
enclosed proxy card(s) to tell the persons named as proxies how to vote your shares of Progress Energy common stock. An owner of record has 
four voting options: 

Internet. You can vote over the Internet by accessing the website shown on your proxy card and following the instructions on the website. 
met voting is available 24 hours a day. Have your proxy card in hand when you access the web site and follow the instructions to vote. 

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

Mail. You can vote by mail by simply completing, signing, dating and maihg your proxy carqs) in the postage-paid envelope included with 
this document 

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

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

The Internet and telephone proxy procedures are designed to authenticate shareholder identities, to allow shareholders to give their proxy 
v o w  instructions and to co$m that these instructions have been properly recorded. Directing the voting of your Progress Energy shares will not 
affect your right to vote in pemon if you decide to attend the Progress Energy special meeting. 

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

Participants in the Progress Energy-JOlQ Savings & Stock Ownership Plan 

If you are a participant in this plan, the plan trustee will vote shares allocated to your plan account only if you execute and return your proxy 
3, or vote by telephone or via the Internet. Plan participants must provide voting instructions on or before 1 1 : 59 p.m. Eastern Daylight Time on 
-1,201 1. The plan trustee will not vote any Progress Energy shares allocated to your plan account for which you do not provide voting 

instructions by this time and this will have the same effect as voting against the merger proposal. 
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Participants in the Savings Plan for Employees of Florida Progress Corporation 

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

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

Revoking Your Proxy 

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

by notifying Progress Energy’s corporate secretary that you are revoking your proxy by written notice that bears a date later than the 
date of the proxy and that Progress Energy receives prior to the Progress Energy special meeting and states that you revoke your proxy; 

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

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

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

If your broker, bank or otlier nominee holds your shares in street name, you will need to contact your broker, bank or otlier nominee to 
revoke your voting instructions. 
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Other Voting Matters 

Electronic Access to Proxy Material 

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

People with Disabilities 

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

Proxy Solicitations 

the entire cost of soliciting proxies from Progress Energy shareholders, exce 
expenses incurred in connection with the filing of the registration statement 
Energy’s directors, officers and employees (who will not receive any additional compensation for such services) may solicit proxies personally, 
electronically or by telephone or other means. 

Progress Energy is soliciting proxies for the Progress Energy special meeting from Progress Energy shareholders. Progress Energy will bear 
Progress Energy and Duke Energy will share equally the 
ch this document is a part In addition to this maihg, Progress 

Progress Energy has also engaged the services of Innisfree M&A Incorporated for a fee of approximately $30,000, plus reimbursement of 
expenses, to assist in the solicitation of proxies for the Progress Energy special meeting. 
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Progress Energy and its proxy solicitors will also request that banks, brokerage houses and other custodians, nominees and fiduciaries send 

of-pocket expenses in doing so. The extent to which these proxy-soliciting efforts will be necessary depends uponliow promptly proxies are 
nroxy materials to the beneficial owners of Progress Energy common stock and will, if requested, reimburse the record holders for their reasonable 

buornitted 

Assistance 

M&A Incorporated toll-free at (877) 750-9499. Brokers, banks and other nominees may call collect at (212) 750-5833. 
If you need assistance in completing your proxy card or have questions regarding Progress Energy’s special meeting, please contact Innisfree 
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PROPOSALS S U B m T m D  TO PROGRESS ENERGY’S SBARlEHoLDERS 

The Merger Proposal 

(Item 1 on Progress Energy Proxy Card) 

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

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

The Progress Energy board of directors recommends a vote ‘‘E3&“ the merger proposal (Item 1). See “The Merger-Progress 
lJl~ergy’s Reasons for the Merger and Recommendation of Progress Energy’s Board of Directors” beginning on page 1-1. For a discussion 
of interests of Progress Energy’s directors and executive officers in the merger tlmt may be different from, or in addition to, the interests of 
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Progress Energy’s sh 
and Executive Offic 

lders generally, see “The Merger--Interests of Directors and Executive Officers in the Merger-Interests of Directors 
ress Energy in the Merger,” beginning on page [-I. 

The Progress Energy Adjournment Proposal 

(Item 2 on Progress Energy Proxy Card) 

The Progress Energy special meeting may be adjourned to another time or place, if necessary or appropriate, to permit, among other thqgs, 
further solicitation of proxies if necessary to obtain additional votes in favor of the merger proposal. 

If, at the Progress Energy special meeting, the number of Progress Energy common shares present or represented and voting in favor of the 
merger proposal is insufficient to approve such proposal, Progress Energy intends to move to adjournthe Progress Energy special meeting in order 
to solicit additional proxies for approval of the merger proposal. 

In the Progress Energy adjoumment proposal, Progress Energy is asking its shareholders to authorize the holder of any proxy solicited by the 
Progress Energy board of directors to vote in favor of granting discretionary authority to the proxy holders, and each of them individually, to 
adjourn the Progress Energy special meeting to another time and place for the purpose of soliciting additional proxies. If the Progress Energy 
shareholders approve the Progress Energy adjoumment proposal, Progress Energy could a 
adjourned session of the Progress Energy special meeting and use the additional time to sol 
proxies from Progress Energy shareholders who have previously voted 

ress Energy special me 
proxies, including the s 

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

Other Business 

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

The discussion in this document of the merger and the principal terms of the merger agreement is subject to, and is qualified in its entirety by 
reference to, the merger agreement. We urge you to read carefully the merger agreement 111 its entirety, a copy ofwhich is attached as Annex A to 
tlis document and incorporated by reference herein. 

General Description of the Merger 

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

-In the merger, each outstandmg share of Progress Energy common stock (other than shares owned by Progress Energy (other than in a 
fiduciary capacity), Duke Energy, or Diamond Acquisition Corporation, which will be cancelled) will be converted at tlie effective time of the 
merger into the right to receive shares of Duke Energy common stock, with cash to be paid in lieu of fractional shares (other tlm in respect of 
shares held in the Progress Energy dividend reinvestment plan). The merger agreement provides for an exchange ratio of 2.61 25 shares of Duke 
Energy common stock for each share of Progress Energy common stock and provides for an adjustment to the exchange ratio to reflect the reverse 
stock split. We will adjust this exchange ratio proportionately to reflect the 1 -for-3 reverse stock split with respect to the issued and outstanchg 
Duke Energy common stock that Duke Energy plans to implement prior to, and conditioned on, the completion of the merger. The resulting 
adjusted exchange ratio is 0.87083 of a share of Duke Energy common stock for each share of Progress Energy common stock. This exchange ratio 
will not be adjusted to reflect changes in tlie stock price of either Duke Energy common stock or Progress Energy common stock prior to 
completion of the merger. Duke Energy shareholders will continue to hold their existing shares of Duke Energy common stock, adjusted 

-portionately for the reverse stock split with respect to Duke Energy common stock. 

Upon completion of the merger, Mr. Rogers, the current c l h a n ,  president and chief executive officer of Duke Energy, will serve as 
executive chairman of the board of directors of Duke Energy and Mr. Johnson, the current chairman, president and chief executive officer of 
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Progress Energy, will serve as president and chief executive officer of Duke Energy, subject to their ability and wilhgness to serve. Botli 
M i  Rogers and Mr. Johnson will serve on the board of directors of Duke Energy upon completion of the merger, which at that time will be 
comprised of 18 members, with 11 members designated by Duke Energy and seven members designated by Progress Energy. 

The combined company will maintain Duke Energy’s current headquarters in Charlotte, North Carolina, following the completion of the 
,rger. Duke Energy will also maintain substantial operations in Raleigh, North Carolina. Until the merger has received all necessary approvals 

and we complete the merger, Duke Energy and Pr 
by the end of 201 1, subject to receipt of the neces 
completion by any particular date. 

nergy will continue operating as separate entities. The companies are targetmg a closing 
eholder and regulatory approvals discussed in this document, although we cannot assure 

Background of the Merger 

The Duke Energy f directors engages in a regular strategic planning pro 
sks, opportunities and strategy. Duke Energy’s board 

and regularly reviews and discusses 
ectors andmanagement team review 

arious strategic alternatives as part of their ongoing efforts to strengthen their businesses and enhance shareholder value, 
taking into account economic, competitive and other conditions. As part of this process, representatives of Duke Energy &om time to time have 
had conversations with representatives of other companies, but over the past two years, none of these conversations, other than those with Progress 
Energy, have resulted in Duke Energy pursuing si@icant discussions regarding a potential strategic combination of Duke Energy and another 
company. 
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The Progress Energy board of directors also engages in a regular strategic planning process, includmg a planning retreat in September of each 
year. At each planning retreat, the board receives a presentation from management and, in recent years, from Progress Energy’s financial advisors 
at Lazard Frbres & Co. LLC, referred to as Lazard, on potential strategic options for the company, including potential merger or acquisition 
candidates. At its September 2009 meeting, the Progress Energy board of directors discussed Progress Energy’s standalone strategic plan and the 
evolving electric utility industry landscape. The board also discussed with management and the company’s financial advisor Lazard the potential 
‘-wefits &at Progress Energy might realize from a strategic transaction, such as a merger, that would provide enhanced scale, and reviewed a range 

jotential strategic transactions. 

In June 2009, William D. J hainnan, president and chief executive officer of Progress Energy, had dinner with the chief executive 
officer of Company A, another large 
combination of the two companies. At a dinner in Octobr 2009, they again discussed this possibility. Mr. Johnson also met with the chief 
executive officer of Company B, another large utility holding company, later in October 2009 and discussed, among other things, the possibility of 
a combination of Company B and Progress Energy. Mr. Johnson and Mark F. Mulhem the senior vice president and chief financial officer of 
Progress Energy, met with the chief executive officer and chief f i i c i a l  officer of Company A in March 201 0 and discussed again the possibility 
of a combination. No f i i c i a l  or other terms of a transaction were discussed. 

olding company, during which they discussed, among other tlmgs, the possibility of a strategic 

In mid-March, 201 0, at a regular meeting of the Progress Energy board of directors, Mi. Johnson discussed with the board acquisition activity 
in the electric utility industry and 1k discussions with each of Company A and Company B regarding a potential strategic combination. During 
mid-April, 2010, Mr. Mulhern had separate meetings wiih each of the chief financial officer of Company A and the chief financial officer of 
Company B, in each case to explore further a possible business combination transaction involving such company and Progress Energy. 

On May 10,201 0, Mr. Johnson met with the chief executive officer of Company A. At this meeting, Company A’s chief executive officer 
indicated that Company A would be prepared to consider a transaction involving a premium for Progress Energy shareholders typical for utility 
industry transactions. On May 11, 201 0, Progress Energy and Company A entered into a confidentiality agreement., including mutual one-year 
standstill provisions. At a regularly scheduled meeting of the Progress Energy board of directors held on May 12, 201 0, Mr. Jolmon updated the 
members of the board on the recent meetings with Company A and Company B. 

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

In connection with the Duke Energy board of directors’ regular review of potential strategic merger or acquisition candidates whose fxiancial, 
regulatory and risk attributes, and mix of businesses and assets Duke Energy management view as representing a good strategic fit with Duke 
Energy, including a review at its February 201 0 meeting and discussions at its April 201 0 meeting, Progress Energy had been identified as one such 

+entia1 combination candidate, among others, for Duke Energy. No formal or informal communications between the companies’ officers or 
iorized representatives regardmg a potential business combination occurred until late May 201 0, after a representative of Duke Energy’s 

t m c i a l  advisor, J.P. Morgan Securities LLC, referred to as J.P. Morgan, informedLynn J. Good, llie Chief Financial Officer of Duke Energy, 
that J.P. Morgan had an upcoming meeting with Mr. Mulhern of Progress Energy to discuss general strategic matters. During the course of such 
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discussion, it was deci should gauge Progress Energy’s interest in exploring a potential business combination tramaction with 
Duke Energy. The J.P. ve thereafter met with Mr. Mulheq and during the meeting discussed with Mr. Mulhem, among other 
things, the strategic rationale of a potential merger with Duke Energy. On June 1,201 0, Mr. Mulhern called the representative of J.P. Morgan and 
indicated that Progress Energy was open to discussions relating to a potential business combination with Duke Energy. The representative of J.P. 

‘kgan reported these conversations to 
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Ms. Good and another executive of Duke Energy, who subsequently codinned to the representative of J.P. Morgan that Duke Energy was 
interested in conducting conversations with Progress Energy. 

On June 14,201 0, Mr. Mulhern met with the chief financial officer of Company B and representatives of theirrespective financial advisors to 
discuss financial aspects of a possible combination of Progress Energy ompany B. At this meeting, the parties discussed that any transaction 
involving a premium for Progress Energy shareholders would likely be ve to Company B’s shareholders. Accordingly, they agreed that it 
would be difficult to structure a transaction that would be advantageous to the Progress Energy shareholders and the shareholders of Company B. 

On June 17,2010, Mr. Johnson and John R. McArthur, Progress Energy’s Executive Vice Presidentdenera1 Counsel and Corporate 
Secretary, met with J.P. Morgan to discuss the rationale for a potential business combination transaction between Duke Energy 

Morgan reported these conversations to Ms. Good and another executive of Duke Energy. 
Energy. Mr. Johnson said that he would discuss tlie potential transaction with tlie Progress Energy board of directors. The repre P 

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

In late June 201 0, the Duke Energy board of directors held its annual two-day strategic retreat at which the board discussed a range of matters 
ting to Duke Energy’s strategic direction. At the meeting, Ms. Good discussed with the Duke Energy board tlie recent contacts with Progress 

,,lergy regardmg a potential business combination of Duke Energy and Progress Energy. In light of the strategic rationale supporting such a 
transaction, the Duke Energy board authorized management to explore M i e r  a potential business combination with Progress Energy. 

On July 6,2010, James E. Rogers, the chairman, president and chief executive officer of Duke Energy, called Mr. Jolmson and expressed his 
interest in meeting to explore a potential combination of Duke Energy and Progress Energy. On the call, they briefly discussed the strategic 
rationale for a possible combination and related matters. On July 8,201 0, Marc E. Manly, Duke Energy’s Group Executive, Chief Legal Officer 
and Corporate Secretary, called Mr. McArthur to begin work on a confidentiality agreement in connection with further discussions about a 
potential combination. 

On July 14,2010, the Progress Energy board of directors held a special meeting to discuss potential Combinations with Company A and with 
Duke Energy. Representatives of Lazard also participated in this meeting. Mr. Jolmson reviewed again with the members of the board the prior 
discussions with Company A and updated tlie board on the recent contacts with Duke Energy. Mr. Jolmson led a discussion regarding a financial 
and strategic review of Progress Energy’s standalone plan, including the significant capital expenditures that would be required in order to 
modernize its generation fleet and pursue nuclear construction Mr. Johnson indicated that a combination with Company A or with Duke Energy 
could result in increased f m c i a l  strength and thereby further the goal of new nuclear construction in North Carolina and South Carolina. The 
board discussed the view that a Combination with Duke Energy offered greater potential in achieving more strategic benefits for two primary 
reasons: fmt, the potential operational efficiencies associated with system integration because of the sii7uficantly greater operational connections 
between the two North Carolina and South Carolina utility systems of Progress Energy and Duke Energy, and second, the expected greater 
obstacles to state regulatory approval for a combination with Company A. Representatives of Lazard reviewed witli the board various financial 
matters with respect to potential combinations with Company A and with Duke Energy. The board discussed these matters and concluded that 
although Progress Energy’s standalone plan remained viable 
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and attractive, a strategic combination might better advance its objectives. The board determined that while it perceived the potential combination 
with Duke Energy to be more attractive kom a strategic perspective tlm a combination with Company A, it wanted more information and detail 
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about the nature of that proposed combination The board concluded this meeting by authorizing Mr. Johnson to continue discussions with Duke 
Energy and to report back as those discussions developed Because the development of the strategic rationale for a transacti 
was at an early stage and no terms for a transaction had been discussed, the Progress Energy board also instructed Mr. Johnson to inform the chief 
executive officer of Company A that Progress Energy was not interested in pursuing further discussions at that time, but that the Progress Energy 

( Ird would review strategic alternatives again in September. 

Following the meeting, Mr. Mulhern called the J.P. Morgan representative with whom he previously had spoken to c o d m  Progress 
Energy’s continued interest in pursuing a potential combination with Duke Energy and to arrange for a meetmg of the two companies’ chief 
executive officers. On July 16,201 0, Mr. Johnson also advised Mr. Rogers by telephone that the Progress Energy board of directors was interested 
in M e r  information concerning a potential Combination with Duke Energy. 

On July 18,201 0, Mr. Johnson and Mr. Rogers met to discuss a wide range of topics related to a possible strategic combination. They 
ected North 
d be receptive to an 

a combination, including tlie potential efficienc’ 
s, as well as regulatory matters. Mr. Rogers ind 

ciated with operation of the in 
Mr. Johnson that Duke Ene d South Carolina 

increased emphasis on the regulated utility business. Mr. Rogers also indicated that he would be receptive to moving into the role of executive 
chairman of a combined company and having Mr. Johnson become the chief executive officer. Mr. Rogers told Mr. Johnson that he would like 

Johnson to meet tlie members of the Duke Energy board of directors. Following the July 18, 201 0 meeting Jolm H. Mullin III, the lead director 
rogress Energy, authorized Mr. Johnson to meet with members of Duke Energy’s board of directors to discuss strategic aspects of a transaction 

generally, but not terms of a potential transaction with Duke Energy. 

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

On July 29,201 0, Duke Energy and Progress Energy entered into a mutual confidentiality agreemenf includmg mutual 1 8-m dstill 
provisions. On July 29 and August 2,2010, Mr. Johnson met with separate groups of the Duke Energy board of directors. At these 
Mr. Johnson and the members of the Duke Energy board of directors discussed general eleciric utility industry trends, issues involved in potential 
nuclear plant constructions, and potential strategies for a combined company, among other topics. For the members of the Duke Energy board of 
directors, these meetings provided an opportunity for tlie directors to get to know Mr. Johnson, but there was no discussion of the potential terms of 
a transaction between the companies at these meetings. In early August 2010, Duke Energy and Progress Energy exchanged fmancial idormation 
for the purpose of beginning their mutual due diligence. 

On August 4,201 0, Mr. Manly and Mr. McArtliur discussed retaining Skadden, A r p s ,  Slate, Meagher & Flom LLP as joint regulatory 
.,,me1 to analyze a possible combination of Duke Energy and Progress Ensrgy. The companies retained Skadden A r p s  as joint regulatory counsel 
on August 6,201 0. 

On August 9,201 0, the Progress Energy board of directors held a special meeting by telephone. At this meeting, Mr. Johnson updated the 
board on his meetings with Mr. Rogers and with members of the Duke Energy board of directors and indicated that due diligence for a potential 
transaction between Duke Energy and Progress Energy had b e g q  including financial and regulatory reviews. Members of the Progress Energy 
board of directors noted that they viewed the strategic emphasis on the regulated utility business as critical to the value of the potential transaction, 
that the corporate governance and organizational structure of the combined company 
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created by the combination of Duke Energy and Progress Energy would have to support that strategy, and that they viewed having Mr. Johnson as 
the chief executive officer of the combined company as an important element in ensuring implementation of that strategy. The Progress Energy 
board of directors determined that Mr. Johnson would keep Mr. Mullin apprised of developments with respect to the discussions between Duke 
Energy and Progress Energy, and that Mr. Johnson would provide the Progress Energy corporate governance committee with periodic updates and 
consult it for guidance in between meetings of tlie M1 Progress Energy board of directors. The corporate governance committee was comprised of 
the lead director and the four board of directors standing committee chairs, all of whom were independent directors, and its charter provided that it 
would consider strategic alternatives such as mergers. 

On August 10, 201 0, Mr. Mdhem and Ms. Good, along with other representatives of Progress Energy and Duke Energy, including 
representatives of Lazard and J.P. Morgan, met and discussed the financial projections of the two companies. They also discussed certain other 
items, includmg tlie status of various state regulatory matters. Duke Energy and Progress Energy also agreed to jointly engage Booz & Co. to 

, ;ew potential efficiencies in connection with a merger between the two companies. 

On August 19 and 20,201 0, Mr. Mulhem and Ms. Good, as well as other executives of Progess Energy and Duke Energy, met and had 
follow-up discussions concerning the two companies’ financial projections, met with consulbts from Booz & Co., discussed each other’s 
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sil7uficant state regulatory proceedings and discussed Duke Energy’s unregulated and international businesses. They also discussed the state and 
federal regulatory approvals necessary for a combination of Duke Energy and Progress Energy. Representatives of Wachtell, Lipton, Rosen & 
Katz, legal counsel to Duke Energy, Skadden A r p s ,  Lazard and J.P. Morgan participated in these meetings. 

On August 24, 2010, the Duke Energy board of directors held a meeting, at which Ms. Good and other members of Duke Energy’s 
nagement provided an update as to the potential Combination with Progress Energy, and summarized various operational and financial metrics 

of Progress Energy. Members of Duke Energy management also described the due diligence that had been conducted to date with respect to 
Progress Energy and summarized their findings. Mi.  Good and Mr. Manly also described the possible transaction timeline and next steps, which 
included continued due diligence and assessment of the benefits of a potential combination. 

On August 26,2010, the Progress Energy corporate governance committee held a telephonic meeting. Representatives ofLazard and 
Hunton & Williams LLP, legal counsel to Progress Energy, also participated. A representative of Hunton & Williams discussed the Progress 
Energy directors’ fiduciary duties under North Carolina law. The 
management team in the potential transaction Mr. Johnson disc 
to date, including the discussions around opera- efficiencies and federal regulatory approvals. The board discussed with representatives of 
Lazard and management the potential financial and strategic benefits that the Progress Energy shareholders might receive in a combinationwith 
Duke Energy. The committee discussed the key items to be addressed in evaluating a combination with Duke Energy, includmg the combined 
company strategy and organizational structure to support that strategy, the financial terms of a transaction and the regulatory approval strategy. 
Mr. Johnson informed the members of the committee that he and Mr. Rogers were discussing their views on the appropriate organizational 
philosophy to support the combined company’s strategy but that these discussions were too preliminary to begin discussions on specific 
management structures. The committee authorized Mr. Johnson to continue discussion with Duke Energy and to report proposals back to the 
committee or full board, as appropriate, for guidance on responding. That evening, Mr. Johnson and Mr. Rogers met for dinner and had further 
discussions about the potential transaction. Ivfr. Johnson and Mr. Rogers also spoke by telephone on September 2,201 0 and discussed the status of 
due diligence efforts and the potential process for moving forward. 

ittee also discussed m ’ the interest of the Progress Energy 
s with representatives of Duke Energy results of the due ddi 

On September 3,2010, the Duke Energy board of directors held a special meeting by telephone conference. At the meeting, MI. Rogers 
updated the board on lis August 26 meeting and subsequent telephone conversation with Mr. Johnson, and said that he and Mr. Johnson had agreed 
to continue discussions at an upcoming industry 
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meeting and to arrange for a meeting of the companies’ lead directors and themselves. Ms. Good discussed with the board a financial overview of 
the effect of combining the two companies and updated the board on the status of due diligence efforts. The Duke Energy board also formed an ad 
hoc Transaction Committee, composed of the clmrpersons of the standmg committees of the board, to be available between full board meetings in 
an advisory capacity with respect to continuing discussions with Progress Energy regarding a potential business combination, if the need arose. 
The Transaction Committee met on October 14,201 0, as described below. 

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

On September 16 and 17,201 0, the Progress Energy board of directors had its annual strategic planning meeting. Representatives of Lazard 
and Hunton & Williams participated At this meeting, Mr. Johnson conducted a review of and discussed with the board Progress Energy’s 
standalone plan, includmg financial projections. Mr. Jolmson noted that wlde the plan continued to be viable and attractive, Progress Energy faced 
challenges including having sufficient scale to successfully manage the high capital requirements and financial risks associated with the coming 
long-term, policy-driven transformation of the industry and the Company’s generation system. The Progress Energy board then reviewed potential 
strategic alternatives and discussed at length the possible combination with Duke Energy. Hunton & Williams reviewed for the board its fiduciary 
duties in connection with its consideration of strategic alternatives, including a transaction between Progress Energy and Duke Energy. 
Mr. Johnson presented an overview of the potential advantages of a transaction with Duke Energy, including increased fmancial strength, potential 
for greater earnings and dividend growth, concentrated strategic focus on a geographically diverse set of regulated utilities, and potential financial 
benefits .from strategic initiatives concerning Duke Energy’s businesses that had been publicly identified by Duke Energy. Representatives of 
Lazard reviewed its preliminary financial analysis of the combination and discussed with the board and management the potential financial and 
strategic benefits the combination could create. Mr. Johnson reviewed for the board his view of the optimal strategy for the combined company and 
discussed preliminary views on potential efficiencies for such a combination Board members again observed that due to the importance they 

:ed on the combined company’s strategic focus on the regulated utility business, their support for a transaction would depend on alignment 
,,sween the two boards and management teams on that strategy and on a corporate governance and organizational structure that would support that 
strategic focus. The Progress Energy board of directors also concluded that tlie potential combmtion with Duke Energy continued to be more 
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attractive than a possible combination with Company A due 
regulatory approval and potential f m c i a l  benefits from str 
Mr. Johnson to conf-rn to the chief executive officer of Company A that Progress Energy was not interested in pursuing M e r  discussions with 
Company A at tlmt time. Several days after the meeting, Mr. Johnson called the chief executive officer of Company A and advised him that the 

gress Energy board of directors had again reviewed the Company’s strategic options and was still not interested in pursuing a transaction with 

tors including greater operational effi 
initiatives. Accordingly, the Progress 

r expected obstacles to 
of directors instructed 

Jmpany A at that time. 

On September 20,201 0, the Duke Energy board of directors held a special meeting by telephone conference at which Mr. Rogers discussed 
with the board his ongoing conversations with Mr. Johnson. In addition, MS. Good discussed with the board preliminary views on potential 
efficiencies and other ongoing efficiency evaluation 
discussed with the board a f m c i a l  overview of the 
exchange ratios and a range of potential retained synergy levels. Mr. Manly discussed with the board the regulatory approvals that would be 
required to complete a business combination with Progress Energy. 

d reviewed the status of Duke Energy’s due diligence investigation. 
ombining Duke Energy and Progress Energy assuming a range of p 

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

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

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

On October 2,201 0, Mr. Johnson and Mr. Rogers met and Mr. Rogers discussed with Mr. Johnson an illustrative outline that reflected a 
preliminary and non-binding exchange r 
company that would be composed of te 
the executive c&an and Mr. Johnson as the chief executive officer of the combined company, and that the name of the combined company 
would be Duke Energy Corporation, with corporate headquarters in Charlotte, North Carolina and a significant presence in Raleigh, North 
Carolina. 

a range of 2.5 to 2.55. The illustrative outhe also reflected a board of directors of the combined 
es %om Duke Energy and five from Progress Energy and reflected that Mr. Rogers would serve as 

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

of Lazard and 
with Mr. Rogers. The 

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

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

On October 14,201 0, the Transaction Committee of the Duke Energy board of directors met via telephone conference. At the meeting, 
hAs. Good reviewed with the committee the recent discussions with Progress Energy regarding valuation, includmg Progress Energy’s views on an 

:ptable exclmge ratio, and discussed with the committee her views on the appropriateness of the range of exchange ratios under discussion in 
..gt of comparative stock tradmg prices and potential efficiencies that might be achieved through a combination of the companies. The participants 
also discussed issues of board composition and organizational models of a combined company board. The committee confiied that Ms. Good, 
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with the assistance of J.P. Morgan, should continue 
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her efforts with her counterpart on valuation matters, and determined to request that Mr. Johnson meet with the Duke Energy board or a subset of 
its members to fiuther discuss organizational models for a combined company. 

On October 15,201 0, Mr. Johnson and Mr. Rogers spoke by telephone and Mr. Rogers indicated that he believed the two companies could 
ultimately be able to agree to mutually satisfactory terms and should continue seeking to reach agreement on an acceptable exchange ratio and 
board composition that would satisfy each company’s objectives, subject to M e r  financial and regulatory review, including with respect to 
efficiencies and how achieved efficiencies could impact possible accretion 

On October 20,201 0, the Progress Energy corporate governance committee held a telephonic meeting, representatives of Hunton &. 
so updated the committee on Williams participating. Mr. Johnson updated the committee on his conversations with Mr. Rogers. Mi. 

recent developments concerning issues surrounding Duke Energy’s Edwardsport plant in Indiana. The committee agreed that continued discussions 
concerning a transaction between Duke Energy and Progress Energy would be appropriate, includmg a meeting of the lead directors, and that the 
Progress Energy organization and compensation committee should engage a consultant to advise on employee benefits matters related to the 
potential transaction. 

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

On October 22, 201 0, representatives of Progress Energy and Duke Energy met with representatives of Booz & Co. to discuss preliminary 
views on potential efficiencies and to discuss stzte regulatory approval matters. Separately on that day, Mr. McArthur and Mr. Manly met to 
discuss certain employment matters. Mi. Manly described generally Duke Energy’s view that Progress Energy executives who would become 
executives of the combined company and relocate &om Raleigh to Charlotte as part of a combination should waive their right to have that 

cation trigger change-in-control benefits under existmg Progress Energy arrangements. Mr. Manly also said that Duke Energy expected to 
I  pose a term sheet to Mr. Johnson covering the material terms of his post-closing employment by Duke Energy, and expected that Mr. Johnson 
would sign the term sheet concurrently with execution of a merger agreement Early the next week, Messrs. Johnson and Rogers spoke by 
telephone and discussed that a meeting among them and the two companies’ lead directors would be appropriate. 

The board of directors of Duke Energy held a regular meeting on October 26,201 0, at which the board discussed tlie potential business 
combination with Progress Energy. Ms. Good describedthe meetings held during the preceding week between representatives of Duke Energy and 
Progress Energy and discussed potential efficiencies o f  the transaction and the potential accretive/dilutive impact of the transaction on each 
company’s earnings per share. Ms. Good also discussed with the board certain other f m c i a l  matters relatmg to the possible combination, 
includmg projections of earnings per share based on pro forma information and revisions to the respective business plans of the two companies. 
Mr. Rogers also reported on his conversation with Mr. Johnson and indicated that they believed a meeting among them and the two companies’ 
lead directors would be appropriate. 

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

On November 15,201 0, Mr. Johnson, M. M u l h  Mr. Rogers, and Ann Maynard Gray, the lead director of Duke Energy, met and discussed 
a range of topics, including each company’s viewpoint of potential financial 
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+ - m s  for the proposed transaction, business strategy and organizational design for the combined company, Duke Energy’s non-regulated business 
rations, the status of Duke Energy’s Edwardsport plant., board composition and regulatory approval matters. Mr. Mullin and Ms. Gray then met 

pnvately. Mr. Mullin conveyed the view of the Progress Energy board of directors regarding the business strategy of the combined company and a 
corporate governance and organizational structure that would allow Mr. Johnson the ability to execute that strategy. Ms. Gray conveyed flie Duke 
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Energy board of directors’ interest in the combination and that a merger would be accretive to the shareholders of Progress Energy. 

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

. McArthur provided information on developments with respect to the Duke Energy Edwardsport plant matters. The committee approved of 
. Johnson’s attendance at an upcoming Duke Energy board meeting and suggested that Mr. Rogers be invited to the Progress Energy board of 

directors’ December meeting if sufficient progress toward a transaction had been made at that time. The next day, Duke Energy provided a draft 
merger agreement to Progress Energy. 

The Duke Energy board of directors held a meeting onNovember 19, 2010, at which representatives of management, Waclitell Lipton and 
J.P. Morgan also were in attendance. Mr. Manly and the representative of Wachtell Lipton discussed with the board members their fiduciary duties 
in connection with consideration of a potential transaction. The board heard a M l  report on the due diligence that had been conducted with respect 
to Progress Energy and the findmgs of that diligence. The board discussed, among other things, the due diligence findings 
nuclear fleet owned and operated by Progress Energy, its other generation operations, the environmental health and safety 
Energy, change of control matters, pension, goodwill, treasury and tax and certain regulatory matters. The board also discussed the value 
proposition of a possible combination with Progress Energy, the potential economics and efficiencies of such a combination and various standalone 
and combined fmancial and credit metrics and considerations. The board considered certain potential terms of the combination, including the 
proposed roles of Mr. Johnson as the chief executive officer and Mr. Rogers as the executive chairman and that the headquarters would be in 
Charlotte, North Carolina. The board also discussed regulatory matters, and authorized management to continue exploring the potential 
combination. Following this meeting, the Duke Energy board met with Mr. Johnson and discussed the potential combination M e r ,  hcludmg 
several topics discussed in their prior meeting regarding due diligence matters. 

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

OnNovember 22, 201 0, the Progress Energy board of directors held a special meeting to discuss the proposed transaction Representatives of 
Lazard and Hunton & Williams were in attendance. A representative of Hunton & Williams discussed with the board members their fiduciary 
duties in connection with consideration of the proposed transaction. Mr. Johnson reviewed for the board the strategic rationale for, and potential 
benefits of, the proposed transaction, provided a summary of illustrative key terms, and discussed the potential financial efficiencies. Mr. Mulhern 
reviewed the challenges and opportunities of Progress Energy’s current standalone plan Representatives of Lazard then reviewedLazard’s 
--~lim&ry fmancial analysis of a potential transaction with Duke Energy. The board also received a report from management on the results of the 

diligence investigation of Duke Energy, including with respect to certain claims against Duke Energy arising from the Crescent Resources 
oanlauptcy and matters rela- to Duke Energy’s Edwardsport, Indiana plant and Duke Energy Ohio’s Electric Security Plan. Mr. McArthur 
reviewed the regulatory approvals that would be required for the proposed transaction and the anticipated strategies for achieving them. 
Mr. Johnson reviewed various risks associated with the proposed transaction. Finally, the board met in executive session with representatives of 
Hunton & Williams and discussed the proposed roles of the company’s senior management team in the combined company. 
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On December 5,201 0, Mr. Johnson and Mr. Rogers met and continued their discussions on organizational structure for the combined 
company and the allocation of duties and responsibilities between the executive chairman and the chief executive officer. Mr. Johnson reiterated the 
Progress Energy board of directors’ expectation that the exchange ratio would be in the 2.6 to 2.65 range. Mr. Rogers reaffirmed the Duke Energy 
board of directors’ view that the exchange ratio should be in the 2.5 to 2.6 range. 

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

On December 8,201 0, an outside compensation consultant reviewed with the compensation committee of the Duke Energy board of directors 
information regarding executive compensation benchmarks, which the committee considered in developing a proposed term sheet for certain 
material terms for Mr. Johnson’s proposed post-closing employment by Duke Energy. The committee discussed these benchmarks and material 
terms and instructed management to prepare a proposed term sheet reflectmg these terms. Following the meeting of the compensation committee, 
Mr. Manly telephoned Mr. McArthur to describe some of the components of the term sheet that Duke Energy intended to propose. Also on 
December 8,201 0, the corporate governance committee of the Duke Energy board of directors held a meeting at which Ms. Gray, the chair of the 

jmittee, provided an update regarding discussions with Progress Energy and discussions relating to the potential composition of the board of 
Actors of the combined company. 

On December 9,201 0, the Duke Energy board of directors held a meeting at which Ms. Good provided an update to the board of directors 
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regarding discussions with Progress Energy, including the senior management meetings that had taken place, and described certain items that 
remained subject to further negotiation such as exchange ratio and board composition. Management of Duke Energy also provided a due diligence 
update, including with respect to Progress Energy’s proposed Levy nuclear facility, the Crystal River 3 facility and other matters. The board also 
discussed other aspects of a potential transaction, including potential timeline and f i c i a l  aspects of the potential combination. 

On December 1 4, 201 0, Mr. McArthur, Mr. Mukern and other representativ Progress Energy met with Mr. Manly, Ms. Good and other 
representatives of Duke Energy to discuss potential post-announcement comm and investor relations strategies. Mr. McArthur, 
Mr. Mulhem, Ms. Good and Mr. Manly also met separately to discuss issues concerning employee benefits, organizational stmcture and 
management team composition. 

sed, among other things, a revised ive out oposed 
pro forma board co of ten designees 

age for an additional Duke Energy director with specific and seven Progress Energy designees (plus a one ye 
nuclear industry experience, for a total of 11 Duke Energy designees), and Duke Energy designees chairing four of the combined company’s six 
board committees. The outline also reflected that Progress Energy executives who would be executives in the combined company would waive 
certain change of control triggers in their employment arrangements relating to 

gers also continued their discussion of the allocation of roles and respo between the executive chairman and the clzief executive 
on, job title and certain other matters. Mr. Johnson and 

On December 20, 201 0, the Progress Energy corporate governance committee held a telephonic meeting. Mr. Johnson gave an update on 
negotiations with Duke Energy, and a representative of Hunton & Williams reviewed with the committee the draft merger agreement, a copy of 
which had been distributed to the committee. Among the matters discussed were the representations, warranties, and interim operating covenants, 
the standards for obtaining required regulatory approvals and related closing conditions, the circumstances under wlich 
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termination fees would be paid and the amounts of those fees, the termination date of the proposed merger agreement, the defiition of “material 
rdverse effect” and the provisions for replacing designated directors and executives who were unwilling or unable to serve. 

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

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

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

During the period between December 18 and 28,201 0, Mr. Johnson and Mr. Rogers spoke by telephone on several occasions. Among other 
things, Mr. Rogers proposed that all 1 1 Duke Energy directors remain on the combined company’s board of directors and that the retirement age 
for the combined company board of directors be raised above 70. 

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

On December 30,201 0, Mr. Johnson and Mr. Rogers spoke by telephone. Mr. Rogers indicated that Duke Energy was anticipating 
structuring its proposal to include an exchange ratio yielding approximately a 5% premium for Progress Energy’s shareholders, without indicating 
a specific exchange ratio, and an 1 1-7 split of seats on the combined company board of directors. Mr. Johnson responded that the proposed 
percentage premium indicated an exclmge ratio, based on current trading prices, below the range specified by the Progress Energy board of 

hru Progress Energy corporate governance committee. 
;tors. He said that the proposal would therefore likely not be acceptable to Progress Energy’s board of directors but that he would report it to 
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On December 30 and 31,201 0, Mr. Rogers discussions with Mr. Johnson to each of the members of the Duke Energy corporate 
governance committee and obtained their input On 
meeting, with representatives of Hunton & Williams participating. Mr. Johnson described for the committee his most recent discussions with 
Mr. Rogers. The committee directed Mr. Johnson to advise Mr. Rogers that Duke Energy’s proposal was not acceptable. Mr. Johnson relayed that 

ber 31,201 0, the Progress Energy corporate governance committee held a telephonic 

wage to Mr. Rogers on January 1,201 1. 

On January 2,201 1, Mr. Johnson and Mr. Rogers spoke by te 
believed Duke Energy would be prepared to agree to a board comp 
a retirement age of 71, and Mr. Rogers indicated that he would be prepared to recommend an exchange ratio of 2.6. 

Mr. Rogers indicated that assuming agreement on 
f 1 1 Duke Energy designees and seven Progress En 
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On January 3,201 1, the Progress Energy board of directors held a telephonic meeting. Mr. Johnson gave an update on lis  recent discussions 
with Mr. Rogers. Hunton & Williams then reviewed with the board the principal terms of the proposed merger agreement, a draft of which had 
been distributed to the board, and the status of negotiations. Also on January 3,201 1, the compensation committee of the Duke Energy board of 
directors held a telephonic meeting. During the meeting, the compensation committee reviewed the compensation and benefits related terms of tlie 
proposed merger agreement and the status of negotiations with respect to the open compensation and benefits-related issues of the proposed 
transaction, including the compensation arrangem lating to Mr. Johnson’s and Mr. Rogers’ post-closing employment with Duke Energy and 
the waivers (waiving the right to terminate for “g 
Progress Energy executives in order to become executives of the combined company. 

on” upon a relocation or upon certain other changes) that would be required from 

On January 4 and 5,201 1, representatives of Progress Energy and Duke Energy met in New York City to prepare for and meet with two 
credit rating agencies to discuss the credit profile of the combined company. Mr. Johnson met privately with Mr. Rogers on January 4,201 1 and 
emphasized that Duke Energy would need to offer an exchange ratio within Progress Energy’s previously described range. 

On January 5,201 1, the Duke Energy board of directors held a special meeting to review the proposed transaction. Representatives of Duke 
Energy’s management and legal and fiancial advisors participated in the meeting. The representative of Wachtell Lipton discussed with the board 

fiduciary duties in connection with consideration of the proposed transaction In addition, the representative of Wachtell Lipton, together with 
Manly, discussed with the board the material provisions of the proposed merger agreemen4 a draft of which had been distributed to the board, 

and the proposed amendment to tlie m e  and restated certificate of incorporation of Duke Energy effecting a 1:2 or 1:3 reverse stock split of 
Duke Energy’s common stock (with the of the reverse stock split to be determined subsequently by the Duke Energy board after consultation 
with Progress Energy). Duke Energy’s management discussed the proposed transaction with the board, includmg the terms of the transaction and 
its strategic rationale, the financial metrics of the proposed transaction, the discussions earlier in the week with the ratings agencies, the completion 
of due diligence, required regulatory approvals, and the proposed governance and management structure of the combined company. Mr. Rogers 
reported that Progress Energy was requesting an exchange ratio above 2.6, within Progress Energy’s previously described range. J.P. Morgan and 

rrill Lynch each discussed with the board fiancial 
fiancial overviews of the two companies and the 

to discuss the proposed term sheets with respect to Mr. Johnson’s and 
authorized the Duke Energy management and advisors to seek to finalize the proposed transaction and agreed to meet again by conference call on 
January 8,201 1 if the proposed transaction were ready for f d  consideration by then. After the meeting concluded, Mr. Rogers andMr. Jolmon 
spoke by telephone andMr. Rogers indicated that the Duke Energy board of directors was supportive of the transaction and wanted to seek f i a l  
resolution of all terms. 

assuming a range of potential ex 
pendent directors also met in 

as part of the combined company. The board 

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

On January 7,201 1, the Progress Energy board of directors held a special meeting to review the proposed transaction Representatives of 
Lazar4 Barclays Capital and Hunton & Williams participated in the meeting. Mr. Johnson updated the board on the most recent negotiations and 
reviewed the strategic rationale for, and risks associated with, tlie proposed transaction and the proposed governance and organizational structure of 
the combined company. Mrs. McKee, as chair of the Progress Energy organization and compensation committee, presented the resolution of a 
number of employee benefit issues, including treatment of incentive compensation awards, assumption of the Progress Energy Supplemental 
Executive Retirement Plan and a term sheet for Mr. Jolmon concerning his employment with the combined company. Mr. McArthur updated the 
board members on the necessary federal and state regulatory approvals and related matters. The board also received an update on the results of the 
due diligence process r e l a m  to the proposed transaction Hunton & Williams discussed with 
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the board its fiduciary duties in connection with the proposed transaction and updated the board on the status of certain open items in the merger 
agreement Mr. Mulhem described for the board the positive reaction from the credit rating agencies to tlie proposed transaction. Representatives of 
T ward and Barclays Capital each made presentations concerning their respective financial analyses of the proposed transaction and each informed 

board that on the following day they would be prepared to deliver to the board their respective opinions that an expected exclmge ratio of 2.6 
ur higher in the merger was fair, from a financial point of view, to the Progress Energy shareholders. The board then reviewed a draft of the 
resolutions authorizing the transaction for the board’s consideration at its telephone meeting the next day. The board then met in executive session 
with representatives of Hunton & Williams to discuss matters involving the interest of the Progress Energy management team. A meeting was then 
scheduled for the following day to consider approving the transaction 

Later that evening, Mr. Rogers and Mr. Johnson spoke by telephone to discuss the Progress Energy board meebng. On that call, Mr. Rogers 
indicated that he was willmg to recommend a final exchange ratio of 2.6125 to the Duke Energy board of directors and an 11-7 split of seats onthe 
combined company board of directors with a retirement age of 71 for directors. Mr. Johnson indicated that he was also prepared to recommend 
these terms to the Progress Energy board of directors. Based on closing sales prices for Progress Energy common stock and Duke Energy common 
stock as reported by theNYSE, the 2.61 25 exchange ratio represented a 7.1 % premium over the closing sales price of Progress Energy common 
stock on January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction involving Duke Energy and 
Progress Energy, and a 3.9% premium over the closing sales price of Progress Energy common stock on January 7,201 1. 

On January 8,201 1, the Duke Energy board of directors held a special telephonic meeting to review and consider the proposed transaction. 
Representatives of Duke Energy’s management and legal and f m c i a l  advisors participated in the meeting. The representative of Wachtell Lipton 
reviewed with the board its fiduciary duties in connection with consideration of the proposed transaction. Mr. Rogers advised the board that on 
January 7,201 1, he received a letter from the chief executive officer of Company A, which also had contacted J.P. Morgan on January 6,201 1 
following market speculation regarding a possible transaction between Duke Energy and Progress Energy on January 5,201 1. The letter stated 
Company A’s interest in commencing discussions regarding a transaction involving Company A and Duke Energy and stated Company A’s belief 
that, subject to due diligence, Company A was in a position to offer Duke Energy a premium of 10%-15%. Mr. Manly provided the board with an 

arding fmlization of the merger agreement with Progress Energy. Mr. Rogers reported tlmt, following discussions between Duke 
and Progress Energy, he and Mr. Johnson had agreed to recommend an exchange ratio of 2.6125, wlGc1i Mr. Rogers viewed as the midpoint 

between the positions of Duke Energy and Progress Energy as of the last Duke Energy board meeting and still financially fair to, and in the best 
interests of, Duke Energy’s shareholders. Ms. Good discussed with the board the implied value of the proposed exclmge ratio relative to the 
parties’ stock prices as of January 5,201 1. J.P. Morgan and BOG Merrill Lynch reviewed with the board their respective fmancial analyses of the 
7 61 25 exchange ratio and each separately rendered to the board its oral opinion, contimed by delivery of a written opinion dated January 8,201 1, 

be effect that, as of that date and based on and subject to the assumptions, procedures, qualifications and other matters set forth in such opinion, 
,Ir: 2.6125 exchange ratio provided for in tlie merger agreement was fair, from a financial point of view, to Duke Energy. The members of the 
board then further discussed with Duke Energy’s management and advisors the letter received from Company A, which Mr. Rogers read to the 
board in full, noting that the letter did not constitute a binding offer but only was an invitation to negotiate and was subject to due diligence and 
other conditions and uncertainties. The representative of Wachtell Lipton reviewed the provisions of the merger agreement that would permit Duke 
Energy to discuss andultimately to accept an unsolicited superior competing proposal were one to be made following execution of the merger 
agreement, subject to payment of a termination fee $Duke Energy accepted such a proposal. The Duke Energy board considered the conditionality 
and other uncertainties of Company A’s invitation to negotiate, the fact hat  the merger agreement witli Progress Energy had been fully negotiated 
and the potential risk of losing the transaction with Progress Energy in the event of any furtlier delay, as well as the merger agreement provisions 
that would allow Duke Energy to terminate the agreement to accept a superior proposal should Company A or another party make such a proposal, 
and determined that the interests of Duke Energy shareholders would not be served by 
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delaying execution of the merger agreement in order to pursue discussions with Company A. The members of the board considered and discussed 
these matters and the other information presented at the meeting and at prior meetings and, by unanimous vote, determined that the merger 
agreement was advisable and in tlie best interests of Duke Energy and its shareholders, approved the merger agreement and the transactions 
contemplated thereby and authorized management to execute the merger agreement After conclusion of the meeting, Mr. Rogers telephoned 
Mr. Johnson and told him that the Duke Energy board of directors had unanimously approved the proposed transaction at an exchange ratio of 
2.6125. 

Later on January 8,201 1, the Progress Energy board of directors held a telephonic meeting to consider the transaction. Representatives of 
Lazard, Barclays Capital, and Hunton & Williams also participated Mr. Johnson described the call he had received from Mr. Rogers, including the 

’:e Energy board of directors’ approval of the 2.6125 exchange ratio. Mr. Johnson also read an email he had received that morning from the 
,ef executive officer of Company A. The email expressed Company A’s strong interest in discussing a combination between Progress Energy and 

Company A and Company A’s belief that Company A could offer consideration constituting a 12%-15% premium for Progress Energy 
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shareholders without specifying what any such premium would be measured against. Based o prices of Progress Energy common stock 
and Duke Energy common stock on the NYSE on January 5,201 1, the last trading day befor s outlets began r e p o m  on a possible 
transaction between Progress Energy and Duke Energy, a premium of 12% to 15% over the price of Progress Energy common stock would have 
been higher than the premium represented by the 2.61 25 exchange ratio 

,dne compehg strategic rationale, operational efficiencies 

agreement. The Progress Energy board of directors 
I :ussedthis overture at length, noting, among other factors, that it h 

el of dividend growth and benefits from strategic 

ined that a transaction with Company A did not have the 
ination with Duke Energy (including 
approval and was subje e 

other conditions and uncertainties. Members of the board and representatives of the financial advisors also discussed in 
received from Company C, a non-U.S. energy company, following reports by certain news outlets that Progress Energy was in merger discussions. 
The Progress Energy board of directors noted, among other issues, that the inquiries contained no substantive terms and that any transaction would 
encounter significant regulatory obstacles. Members of the board noted that the proposed merger agreement with Duke Energy had been fdly 

as contrasted to the incomplete inquiries from Company A 
that would allow the Progress Energy board of 

ed that each fkm had delivered to the Progress 
in the merger agreement was fair, from a financial point of view, to the Progress Energy shareholders, subject to the various provisions of their 
written opinions. The members of the board considered the information presented at the meeting and at prior meetings and, by unanimous vote, 
determined that the merger agreement was advisable and in the best interests of Progress Energy and its shareholders, approved the merger 
agreement and the transactions contemplated thereby and authorized management to execute the merger agreement. 

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

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

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

The Duke Energy board of directors unanimously determined that the merger agreement and transactions contemplated thereby, including the 
-rerse stock split and the share issuance, are advisable and in the best 

57 

r 

Table of Contents 

interests of Duke Energy and its shareholders and approved the merger agreement, and unanimously recommends that Duke Energy’s shareholders 
vote “FOR” the approval of the reverse stock split proposal, “FOR the approval of the share issuance proposal and “FOR” the approval of the 
Duke Energy adjournment proposal. For a discussion of interests of Duke Energy’s directors and executive officers in the merger that may be 
different from, or in addition to, the interests of Duke Energy’s shareholders generally, see “The Merger-Interests of Directors and Executive 
Officers in the Merger-Interests of Directors and Executive Officers of Duke Energy in the Merger,” beginning onpage [-I. 

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

Strategic Considerations 

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

Increased Scale and Scope. The Duke Energy board of directors considered tlmt the merger will create the largest integrated utility 
company in the United States with assets of over $95 billion calculated on a pro forma basis as of December 31,2010. If the merger 
were completed as of December 31,2010, Duke Energy would have a regulated customer base of approximately 7.1 million electric 
customers in six regulated service territories (North Carolina, South Carolina, Florida, Indiana, Kentucky and Ohio) which the Duke 
board of directors viewed as having generally favorable regulatory environments, approximately 57 gigawatts of domestic generating 
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capacity from a diversified mix of coal, nuclear, ~ t u r a l  gas, oil 
market capitalization. The D 
operations, compared to those of D 

newable resources, and 
that the increased scale 

tely $37 billion in equity 
ity of the combined company’s 

provide (i) increased financial stability, 
grid modenhtion and new generation 

lant retirements and demand grow& (iv) greater 
nger voice in shaping national and relevant state 
ential strategic alternatives. 

bined company would be 
and cash flows following c 

merger. Approximately 88% of the combined company’s operating revenues on a pro forma basis would be derived from its regulated 
business operations, compared to approximately 79% on an actual basis for Duke Energy for the year ended December 31,201 0. 

Shared vision. The Duke Energy board of directors considered that Duke Energy and Progress Ene 
for the future of the combined company as a United States focused multi-regional regulated electric 
activities. The Duke Energy board of directors believes this shared vision will better enable the combined company to effectively 

e a common strategic vision 
with related non-utility 

iness plan following completion of the merger. 
nvironmental compliance, and the Duke Energ 

d costs from capital 
ill be better positioned 

to mitigate any resulting cost increases. 
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Capital Investment Strateai. The Duke Energy board of directors considered the benefits that are expected to result. from the combined 
company’s future capital investment strategy which flows from the strategic vision described above and aims to (i) concentrate capital 
investment in the domestic regulated electric 
(iii) rotate capital to businesses that earn appropriate risk-adjusted returns. 

New Nziclear Development Capability. The Duke Energy board of directors considered that the combined company is expected to be 
in a stronger position to build the new nuclear generating facilities that they expected southeastern utilities will need to consider 
undertakmg with respect to the potential requirements of future other environmental legislation and 
regulation, pl . ements and demand growth. The merger w expected to have the scale and 

eeded to undertake new nuclear projects. The Duke Energy board of directors also considered that execution of a 
new nuclear program will be facilitated by the combined company’s currently operating nuclear fleet of nine gigawatts (the largest 
regulated nuclear fleet in the United States), its four potential sites for new nuclear generation and three pending license applications, a 
larger customer base to participate in the benefits and risks of nuclear construction, and a nuclear organization with best-in-class 
operational, safety and construction experience. 

Coinplenrerrtary Geographic Coverage and Expanded Geographic Diversity. The Duke Energy 
combined company will have more balanced coverage throughout North Carolina and South C 
Progress Energy have complementary geographic coverage, and that this complementary geographic coverage should enhance the 
combined company’s ability to jointly dispatch its Carolinas-based generation plants, and its ability to efficiently purchase fuel and 
other supplies. In addition, Duke Energy sees value and potential in Progress Energy’s operations in Florida, which would also add 
geographic diversity to the company’s operations. 

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

Impact on Cz4stomers. The Duke Energy board of directors considered lhat the merger would have a favorable impact on Duke 
Energy’s customers. Specifically, the merger should benefit customers through operating efficiencies over time. Customers in North 
Carolina and South Carolina are expected to benefit from fuel and joint dispatch efficiencies, which Duke Energy expects to help 
mitigate its need for future rate increases as Duke Energy meets its capital expenditure needs in response to increased electric demand, 
environmental regulation and requirements for increased efficiency in its generation fleet and its transmission and distribution systems. 
The combined company’s customers should also benefit from each company’s commitment to customer service and the delivery of 
clean, affordable and reliable energy. 

Alternatives to the Merger. The Duke Energy board of directors considered alternatives to the merger, includmg continuing to operate 
as a stand-alone entity. See “Background of tlie Merger” beginning on page [-I. 

es, (ii) focus on earning allowed returns in each of the regulated businesses and 

* 

of directors considered that the 
re Duke Energy and 

Financial Considerations 
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Cost Savings and Efficiencies The Duke Energy board of directors considered the significant benefits that it expects customers in 
North Carolina and South Carolina will receive as a result of joint system dispatch and fuel purchase savings through the coordinated 
operation of the contiguous and interconnected Progress Energy Carolinas and Duke Energy Carolinas systems, and that these benefits 
should make regulatory approval in North Carolina and South Carolina easier to obtain than would be the case for other potential 

combinations. Duke Energy estimates these benefits to customers 
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of the combined company to be in the range of $60@$8OO million over a five-year period In addition to these joint dispatch and fuel 
cost savings, the Duke Energy 
efficiencies will be achieved, 
regulated utilities and the unregulated businesses of the combined company. The Duke Energy board of directors considered that the 
savings realized in the regulated businesses should benefit the combined company’s customers over time through normal rate-makmg 
proceedmgs, and mitigate anticipated rate increases required due to the costs of new generation and compliance with environmental 
regulations. 

Slime Price. The Duke Energy board of directors considered the historical stock prices of Duke Energy and Progress Energy, includmg 

of directors considered that, although no ass 
es significant additional net effi 

* 
e mtio for Progress Energy’s shareholders represented a 3.9% premium over the closing price of Progress Energy’s 
n January 7,201 1, the last trading day b 

Energy’s entry into the merger agreement, and a 7.1 % pr 
January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction involving Duke Energy and 
Progress Energy. 

Earnings, Cash Flow, Balance Sheet and Dividend Impact The Duke Energy board of directors considered the earnings, cash flow, 
balance sheet and dividend impact of the merger. The Duke Energy board of directors also considered historical financial performance 
of Progress Energy as well as historical stock market information. The Duke Energy board of directors noted that the merger is 
expected to be accretive to earnings p in the fmt year post-merger after factoring in synergies and excludmg costs to achieve 
synergies and other one-time costs re1 merger. The Duke Energy board of directors further considered the impact on cash 
flow resulting from the merger and also noted the impact on the balance sheet. The Duke Energy board of directors further considered 
Qat Duke Energy’s annual dividend would be supported following completion of the merger by what is expected to be a strong 
regulated earnings base. The Duke Energy board of directors also took note of Duke Energy’s and Progress Energy’s 84- and 65-year 
histories, respectively, of consecutive quarterly cash dividend payments. 

e date on which the Duke Energy board of directors authorized Duke 
over the closing price of Progress Energy’s common stock on 

on Credit Profire and Liquidity. The Duke Energy board of 
ihe anticipated lower overall risk profile resultmg from the in 

considered its commitment to Duke Energy’s credit 
proportion of regulated earnings and cash flows of the 

combined company, its strong balance sheet and the expectation of the Duke Energy board of directors that Duke Energy will continue 
to have broad and reliable access to the capital markets and other sources of liquidity following completion of the merger. 

Other Considerations 

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

Due Diligeiice The Duke Energy board of directors considered the scope of the due diligence investigation conducted by Duke 
Energy’s management and outside advisors and evaluated the results of that investigation. 

Opinions of Financial Advisors to Duke Energy. The Duke Energy board of directors considered the opinion of J.P. Morgan, a 
financial advisor to Duke Energy, dated January 8,201 1, rendered to the Duke Energy board of directors as to the fairness, from a 
financial point of view and as of such date, to Duke Energy of the 2.61 25 exchange ratio provided for in the merger agreement (before 
adjustment to reflect the reverse stock split), as more fully described in this document under the heading ‘‘--Opinions of Financial 
Advisors to Duke Energy-Opinion of J.P. Morgan Securities LLC,” beginning on page [-I. The Duke Energy board of directors also 
considered the opinion of BofA Merrill Lynch, a financial advisor to Duke Energy, dated January 8,201 1, provided to Duke Energy’s 
board of directors 

* 
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as to the fairness, from a financial point of view as of such date, to Duke Energy of the exchange ratio provided for in the merger 
agreement. See “-Opinions of Financial Advisors to Duke Energy-Opinion of BofA Merrill Lynch,” beginning on page [-I. The 
Duke Energy board of directors also considered that the f m c i a l  advisors’ opinions speak only as of January 8,201 1, and that the 
receipt of updated opinions is not a condition to Duke Energy’s obligation to complete the merger. 

Terms of the hferger Agreement The Duke Energy board of directors reviewed and considered the terms of the merger agreement, 
includmg the degree of mutuality and symmetry of representations, obligations and rights of the parties under the merger agreement, tlie 
eoiiditions to each party’s obligation to complete the merger, the circumstanc which each party is permitted to terminate the merger 

eement and the related termination fees payable by each party in the event 
circumstances. See “The Merger Agreement” beginning on page [-I for a detailed discussion of the terms and conditions of the merger 
agreement 

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

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

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

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

the merger agreement under specified 

* 

Potential Risks of the Merger 

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

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

Progress Energy BiisinessRisks. The Duke Energy board of directors considered certain risks inherent in Progress Energy’s business 
and operations, ineludmg risks relahng to future rates and returns associated with Progress Energy’s business operations, risks 
associated with Progress Energy’s proposed nuclear plant in Levy County, Florida, the status of Progress Energy’s Crystal River 3 
nuclear 
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unit repair and other contingent liabilities. Takmg into account input from management and outside advisors regardmg the due diligence 
process, the Duke Energy board of directors believed that these risks were manageable as part of the ongoing business of the combined 
company. In considering these risks, the Duke Energy board of directors also considered certain structural protections in the merger 
agreement such as (i) the ability of the Duke Energy board of directors to change its recommendation because of the occurrence prior 
to the Duke Energy shareholder vote on the merger of adverse circumstances affecting Progress Energy if to not do so would be 
reasonably likely to result in a breach of the Duke Energy directors’ fiduciary duties and (ii) that Duke Energy’s obligation to complete 
the merger would be conditioned on there not lmving occurred, since December 31.2009, any clmge, event occurrence or 
development, other than certain disclosed matters, having a “material adverse effect” with respect to Progress Energy . The Duke 
Energy board also considered that either Duke Energy or Progress Energy generally would have the right to terminate the merger 
agreement if the parties have not completed the merger 12 months after signing of the merger agreement, which date eitlier party can 
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extend to 18 months under certain circumstances. 

Regidatory Approvals. The Duke Energy board of directors considered Ihe regulatory approvals required to complete the merger and 
the risk that the applicable governmental authorities and other third parties may seek to impose unfavorable terms or conditions on the 

ired approvals. The Duke Energy board of directors also considered the potential length of the regulatory approval process and tlie 
of a required government approval imposing a condition that constitutes a “burdensome effect,” which would allow either Duke 

Energy or Progress Energy to decide not to close the transaction In this regard, the Duke Energy board of directors considered the level 

* 

ality required for a condition in a regulatory approval to constitute a burdensome effect. See the section entitled, “The Merger 
Conditions to the Completion of the Merger” beginning on page [-] for a description of these matters. . to Close. The Duke Energy board of directors considered the risks and contingencies relating to the announcement and 

y of the merger and the risks and costs to Duke Energy if the closing of the merger is not timely, or if the merger does not close 
at all, including the potential impact on Duke Energy’s relationships with employees and third parties. 

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

Diversion of Focus. The Duke Energy board of directors considered the risk of diverting management focus, employee attention and 
resources from other strategic opporhmities and from operational matters wlde workmg to complete the merger. 

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

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

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

Integratiotr The Duke Energy board of directors evaluated the challenges inlierent in tlie combination of two business enterprises of the 
size and scope of Duke Energy and Progress Energy, including the 

* 

* 

* 
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ility the anticipated cost savings and synergies and other benefits sought to be obtained from the merger might not be achieved in 
e frame contemplated or at all. 

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

Interests of Directors and Officers. The Duke Energy board of directors Considered the interests tlxt certain executive officers and 
directors of Duke Energy may have with respect to tlie merger in addition to tlieir interests as shareholders of Duke Energy, including 
the Duke Energy officers who have been named to serve as members of the senior management team of the combined company. See 
“Interests of Directors and Executive Officers in the Merger-Interests of Dlrectors and Executive Officers of Duke Energy in the 
Merger” beginxaing on page [-] for further information. 

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

* 

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

The Duke Energy board of directors understood that there can be no assurance of future results, including results considered or expected as 

‘mnation presented in this section are forward-lookmg in nature and, therefore, should be read in light of the factors discussedunder the heading 
,utionary Statement Regarding Forward-Looking Statements,” beginning on page [-I of this document. Additionally, see “Unaudited Financial 

described in the factors listed above. It should be noted that this discussion of the Duke Energy board of directors’ reasoning and all other 

Forecasts,” beginning on page [-I for information regardmg the preparation of prospective financial information. 
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Opinions of Financial Advisors to Duke Energy 

Opinion of J.  P. Morgan Senrrih’es U C  
In connection with the merger, Duke Energy retained J.P. Morgan to act as Duke Energy’s financial advisor. At a meeting of the Duke 

:rgy board of directors held on Janua~y 8,201 1 at which the merger was approved, J.P. Morgan rendered to the Duke Energy board of directors 
anuary 8,201 1, to the effect that, as of such date 
set forth in its opinion, the 2.61 25 exchange rati 

agreement was fair, from a fmancial point of view, to Duke Energy. The issuance of J.P. Morgan’s opinion was approved 
of J.P. Morgan The full text of the written opinion of J.P. Morgan dated January 8,201 1, which sets forth the assumptions made, procedures 
followed, matters considered, and qualifications and limitations on the opinion and the review undertaken by J.P. Morgan in connection with 
rendering its opinion, is attached as Annex B to this document and is incorporated herein by reference. J.P. Morgan’s written opinion was 

ith and for purposes of 

any consideration to be of 
any class of securities, creditors or other constituencies of Duke Energy or as to tlie underlying decision by Duke Energy to engage in the 
merger. The opinion does not constitute a recommendation to any shareholder as to how any shareholder should vote with respect to the 
merger or any other matter. The summary of the opinion of J.P. Morgan set forth in this document is qualified in its entirety by reference 
to the full text of such opinion. 
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In connection with preparing its opinion, J.P. Morgan: 

reviewed the merger agreement; 

reviewed certain publicly available business and financial information concerning Progress Energy and Duke Energy and the industries in 
which they operate; 

compared the proposed f i c i a l  terms of the merger with the publicly available financial terms of certain transactions involving companies 
that J.P. Morgan de 

compared the f i c i a l  and operating performance of Progress Energy and Duke Energy with publicly available information concerning 
certain other companies that J.P. Morgan deemed relevant and reviewed the current andhtorical market prices of Progress Energy common 
stock andDuke Energy common stock and certain publicly traded securities of such other companies; 

reviewed certain internal financial analyses and forecasts relating to Progress Energy’s business, includmg as to certain synthetic fuels tax 
credits, prepared by Progress Energy’s management (as adjusted and extended by Duke Energy’s management) and certain internal financial 
analyses and forecasts relating to Duke Energy’s business prepared by Duke Energy’s managemenf as well as financial analyses and 
forecasts prepared by or at the direction of Duke Energy and Progress Energy (as adjusted by Dulce Energy’s management) regarding the 
estimated amount and timing of the cost savings and related expenses and financial efficiencies expected to result from the merger, referred to 
collectively as the efficiencies; and 

performed such other fmancial studies and analyses and considered such other information as J.P. Morgan deemed appropriate for the 
purposes of its opinion. 

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

- 
relevant and the consideration paid for such companies; 

* 

certain aspects of the merger, and the past and current business operations of Progress Energy and Duke Energy, the financial condition and future 
prospects and Operations of Progress Energy and Duke Energy, the effects of the merger on the f i c i a l  condition and future prospects of Progress 
Energy and Duke Energy, and certain other matters that J.P. Morgan believed necessary or appropriate to its inquiry. 

In giving its opinion, J.P. Morgan relied upon and assumed the accuracy and completeness of all information that was publicly available or 
was furnished to or discussed with J.P. Morgan by Progress Energy or Duke Energy or otherwise reviewed by or for J.P. Morgan, and J.P. Morgan 
did not independently venfy, nor did J.P. Morgan assume responsibility or liability for independently verlfling, any such inform 
accuracy or completeness. J.P. Morgan did not conduct and was not provided with any valuation or appraisal of any assets or lia 
or otherwise, nor did J.P. Morgan evaluate the solvency of Progress Energy or Duke Energy under any state or federal laws relating to bankruptcy, 
insolvency or similar matters. In relying on financial analyses and forecasts provided to J.P. Morgan or derived therefrom, including the 
efficiencies, J.P. Morgan assumed that they were reasonably prepared based on assumptions that reflected the best currently available estimates and . Jgments by management as to the expected future results of operations and fmancial condition of Progress Energy and Duke Energy to which 

.i analyses or forecasts relate and other matters covered thereby. J.P. Morgan expressed no view as to such analyses or forecasts, includmg the 
etficiencies, or the assumptions on which they were based, including assumptions as to the timing and likely outcome of pending and future rate 
cases and other regulatory proceedings. J.P. Morgan also assumed that the merger would qualify as a tax-free reorganization for United States 
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federal income tax purposes and would be completed as described in the 
and warrdies made by Progress Energy, Duke Energy and Diamond Ac 
were and would be true and correct in all respects material to J.P. Morgan’s analysis and opinion J.P. Morgan is not a legal, regulatory or tax 
expert and relied onthe assessments made by advisors to Duke Energy with respect to such issues. In addition, J.P. Morgan assumed that all 

!end govemmental, regulatory or other consents and approvals necessary for the completion of the merger would be obtained without any 

ement. J.P. Morgan fixtlier assumed that the representations 
Corporation in the merger agreement and any related agreements 

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

The terms of the merger agreement, includmg the consideration to be paid by Duke Energy in the merger, were determined through 
negotiation between Duke Energy and Progress Energy, and the decision to enter into the merger agreement was solely that of the board of 
directors of Duke Energy. J.P. Morgan’s opinion and financial analyses were only one of the many factors considered by Duke Energy’s board in 
its evaluation of the merger and should not be viewed as determinative of the views of Duke Energy’s board of directors or management with 
respect to the merger or the merger consideration, the value of Progress Energy or Duke Energy or whether the Duke Energy board of directors 
would have been w;l& to agree to different or other forms of consideration 

In accordance with customary imestment banking practice, J.P. Morgan employed generally accepted valuation methodologies in connection 
with its opinion. The following is a summary of the material financial analyses used by J.P. Morgan in connection with providing its opinion and 
’ 9s not purpoir to be a complete description of the analyses or data presented by J.P. Morgan. Some of the summaries of the financial analyses 

.ude information presented in tabular format. To fully understand the financial analyses, the tables should be read together with the 
text of each summary. C 
including the methodolo 
analyses. For purposes of J.P. Morgan’s financial analyses summarized below, the merger exchange ratio refers to the 2.61 25 exchange ratio 
provided for in the merger agreement before adjustment for the Duke Energy reverse stock split expected to occur prior to the completion of the 
merger. 

dering the data set forth in the tables without considering the narrative description of the financial analyses, 
and assumptions underlying tlie analyses, could create a misleading or incomplete view of the financial 

Progress Energy and Duke Energy Trading Multiples Aizalpes. J.P. Morgan performed separate tradmg multiples analyses of Progress 
Energy and Duke Energy in which J.P. Morgan compare 
other and the following seven publicly-traded regulated 

* 

Dominion Resources, Inc. 

DTE Energy Company 

PG&E Corporation 

The Southern Company 

Wisconsin Energy Corporation 

Xcel Energy Inc. 

J.P. Morgan reviewed, among other information, each company’s per share equity value as a multiple of calendar years 201 1, 2012 and 201 3 
estimated earnings per share, or EPS. J.P. Morgan also reviewed each company’s firm value as a multiple of calendar years 201 1,201 2 and 2013 
estimated earnings before interest, taxes, depreciation and amortktion, or EBITDA For purposes of these analyses, equity values were calculated 
based on closing stock prices on January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction 
involving Duke Energy and Progress Energy, and fm values were calculated as market values, based on closing stock prices on January 5,201 1, 

financial and opera- performance of Progress Energy and Duke Energy with each 
s, referred to as the selected companies: 

American Electric Power Company, Inc. 

* -7 total deb< preferred stock, capital leases and minority interest, less cash and cash equivalents. 

65 

1 

h t t p : / / ~ . s e ~ . g o v / A r c h i v e s / e ~ ~ / ~ ~ l 3 2 6  160/000 11 93 1251 1 107941/&4a.htrn[4/28/20 1 1 850: 17 AM] 



Amendment No. 2 to Form S-4 

Table of Contents 

ProgressEnergy. With respect to its t r a m  multiples analysis of Progress Energy, J.P. Morgan applied selected ranges of calendar years 201 1, 
:012 and 201 3 estimated EPS and IBITDA multiples derived from Duke Energy and the selected companies to corresponding data of Progress 

ent as adjusted by Duke Energy’s management and Progress Energy’s public 
ompanies were based on publicly available Wall Street research analysts’ 

estimates. This analysis implied per share equity value reference ranges for Progress Energy based on calendar years 201 1, 201 2 and 201 3 
estimated EPS of approximately $40.40 to $46.50, $39.80 to $46.10 and $39.10 to $45.50, respectively. This analysis also implied per share 

’ 

stimates of Progress Energy’s m 
1 data of Duke Energy and the s 

alue reference ranges for Progress Energy based on calendar years 201 1,201 2 and 201 3 estimated EBITDA of approximately $33.30 to 
34.30 to $44.80 and $39.80 to $51 30,  respectively. 

Duke Energy. With respect to its trading multiples analysis of Duke Energy, J.P. Morgan applied selected ranges of calendar years 201 1, 201 2 
and 2013 estimated EPS and EBITDA multiples derived from Progress Energy and the selected companies to corresponding data of Duke 
Energy based on internal estimates of Duke Energy’s management and Duke Energy’s public filings. Estimated financial data of Progress 

on publicly available Wall Street research analysts’ estimates. This analysis implied per share 
based on calendar years 201 1,2012 and 2013 estimatedEPS of approximately $16.90 to $19.60, 

ely. This analysis also implied per share equity value reference ranges for Duke Energy based 
on calendar years 2011,2012 and 2013 estimatedEBITDA of approximately $15.90 to $19.80, $16.80 to $21.00 and $17.90 to $22.50, 
respectively. 

Based on the implied per s e equity value reference ranges for Progress Energy and Duke Energy described above, these analyses indicated the 
o reference ranges, as compared to the 2.61 25 exchange ratio provided for in the merger agreement: 

Estimated EPS 

Implied Ekchange Ratio Reference Ranges Based on: Merger 
Exchange 

2 .060~ - 2.750~ 2.110~ -2.840~ 2.030~ - 2.770~ 2.61 25x 
Calendar Year 2011 Calendar Year 2012 Calendar Year 2013 Ratio 

Estimated EBITDA 1 .@Ox - 2.720X 1 .@Ox - 2.660X 1.770X - 2.900X 

ProgressEnergy andDuke Energy Discounted Cash Flow Analyses. J.P. Morgan performed separate discounted cash flow analyses of 
Progress Energy and Duke Energy to estimate the present value of the unlevered fiee cash flows that Progress Energy and Duke Energy were 

iected to generate on a standalone basis for fiscal years 201 1 through 201 5 based on, in the case of Progress Energy, internal estimates of 
gress Energy’s management as extended and adjusted by Duke Energy’s management and, in the case of Duke Energy, internal estimates of 

Duke Energy’s management. J.P. Morgan also calculated a range of terminal values for Progress Energy and Duke Energy by applying a selected 
range of terminal growth rates of 2.0% to 2.5% to Progress Energy’s and Duke Energy’s respective fiscal year 201 5 estimated cash flows. The 
unlevered free cash flows and ranges of terminal values were then discounted to present value as of December 31,2010 using the midpoint of a 
discount rate range of 5.25% to 5.75%. These analyses implied a per share equity value reference range for Progress Energy of approximately 

equity value reference ranges for Progress Energy and Duke Energy described above, these analyses indicated the following implied exchange ratio 
reference range, as compared to the 2.61 25 exchange ratio provided for in the merger agreement: 

to $54.60 and a per share equity value reference range for Duke Energy of approximately $15.80 to $20.80. Based onthe implied per s h e  

Implied Ekchange Ratio 
Reference Range 

2 .000~ - 3.460~ 

Merger 
Ejtchange Ratio 

2.61 25x 

Potential Pro Forma Value Creation. J.P. Morgan also considered the potential value creation of the merger for Duke Energy based on a 
comparison of the equity value implied for Duke Energy on a standalone basis and the potential pro forma equity value of the combined company. 
For illustrative purposes, J.P. Morgan calculated 
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a standalone value for Duke Energy utilizing the midpoint of the equity value reference range implied from the discounted cash flow analysis of 
Duke Energy described above. J.P. Morgan then added to such implied equity value the midpoint of the equity value reference range implied from 
the discounted cash flow analysis of Progress Energy described above and the midpoint of the net present value reference range (as of 
December 31, 201 0) of potential efficiencies expected to result from the merger, net of transaction fees and expenses estimated by Duke Energy’s 

,agemen& J.P. Morgan then calculated tlie value atiributable to Duke Energy’s proportionate interest in the resulting implied equity value of the 
forma combined company based on the equity ownership percentage of Duke Energy shareholders in the combined company implied by the I 

2.61 25 exchange ratio provided for in the merger agreement. This analysis indicated a potential pro forma value creation for Duke Energy of 
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approximately 1.3%, before takmg into account potential benefits of the merger other than the net efficiencies referred to above, including 
potential benefits from pro forma trading multiple expansion and a lower cost of capital. 

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

latest 12 monffis net income and EBITDA multiples paid in selected pendmg and/or completed precedent transactions involving 
regulated utilities which, when applying a selected range of such multiples to Progress Energy’s latest 12 months EPS and EBITDA (as 
of December 31, 201 0 based on internal estimates of Progress Energy’s management and Progress Energy’s public filings), indicated 
implied per share equity reference ranges for Progress Energy of approximately $55.30 to $65.90 and $51 .I 0 to $66.30, respectively; 

* h i  trading prices during the 12-month period ended January 5,201 1, the last tradmg day before various news outlets began 
re on a possible transaction involving Duke Energy and Progress Energy, of Progress Energy common stock and Duke Energy 
common stock of $37.04 to $45.61 per share and $15.47 to $1 8.60 per share, respectively, implied exchange ratio reference ranges 
derived from the high and low closing prices of Progress Energy common stock and Duke Energy common stock during such period of 
2.270~ to 2 .565~ and implied exchange ratio reference ranges derived from the high and low volume weighted average prices of 
Progress Energy common stock and Duke Energy common stock during various periods of 2.420~ to 2.480~; 

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

unaffected tradmg day premiums paid over various periods in selected transactions which, when applying a selected range of such 
premiums to the closing price of Progress Energy common stock on January 5,201 1, indicated an implied per share equity reference 
range for Progress Energy of approximately $47.70 to $54.20; and 

potential pro forma financial effects of the merger after taking into account potential efficiencies expected to result from the merger on, 
among other thmgs, Duke Energy’s calendar years 201 2 through 201 4 standalone estimated EPS relative to the combined company’s 
estimated EPS during those calendar years utilizing internal estimates of Duke Energy’s management with respect to Duke Energy and 
internal estimates of Progress Energy’s management as adjusted by Duke Energy’s management with respect to Progress Energy, noting 
that, based on the 2.61 25 exchange ratio provided for in the merger agreement, the merger could be accretive relative to Duke Energy’s 
standalone estimated EPS (as adjusted for certain one-time nonrecurring items) during such period 

Miscellaneous 

The summary above of certain fmancial analyses does not purport to be a complete description ofthe analyses or data presenked by J.P. 
rgan The preparation of a fairness opinion is a complex process and is not necessarily susceptible to partial analysis or summary description. 
. Morgan believes that the foregoing summary and its analyses must be considered as a whole and that selectmg portions thereof, or focusing on 
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information in tabular format, without considering all of its analyses and the narrative description of the analyses, could create an incomplete view 
of the processes underlying its analyses and opinion. In arriving at its opinion, J.P. Morgan did not attribute any particular weight to any analyses 
or factors considered by it and did not form an opinion as to whether any individual analysis or factor (positive or negative), considered in 
isolation, supported or failed to support its opinion. Rather, J.P. Morgan considered the results of all of its analyses as a whole and made its 
determination as to fairness on the basis of its experience and professional judgment after considering the results of all of its analyses. 

Analyses based on forecasts of h e  results are inherently uncertain, as they are subject to numerous factors or events beyond the control of 
the parties. Accordmgly, forecasts and analyses used or performed by J.P. Morgan are not necessarily indicative of actual future results, which may 
be sigruficantly more or less favorable tlian suggested by those analyses. Moreover, J.P. Morgan’s analyses are not and do not purport to be 
appraisals or otherwise reflective of the prices at which businesses actually could be acquired or sold. None of the selected companies reviewed as 
described in the above summary is identical to Progress Energy or Duke Energy, and none of the selected transactions reviewed as described in the 
above summary is identical to the merger. However, the companies selected were chosen because they are publicly traded companies with 
operations and businesses that, for purposes of J.P. Morgan’s analyses, may be considered similar to those of Progress Energy and Duke Energy. 
The transactions selected were similarly chosen for their participants, size and other factors that, for purposes of J.P. Morgan’s analysis, may be 
considered similar to those of the merger. The analyses necessarily involve complex considerations and judgments concerning differences in 
financial and operational characteristics of the companies involved and other factors that could affect the companies compared to Progress Energy 
and Duke Energy and the transactions compared to the merger 

As part of its investment banking and financial advisory business, J.P. Morgan and its affiiates are continually engaged in the valuation of 
aesses and their securities in connection with mergers and acquisitions, investments for passive and control purposes, negotiated 

underwritings, competitive biddings, secondary distributions of listed and unlisted securities, private placements and valuations for estate, 
corporate and other purposes. J.P. Morgan was selected by Duke Energy as its financial advisor with respect to the merger on the basis of such 
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experience and its cphfications and reputation in connection with mergers and acquisitions. 

J.P. Morgan has acted as financial advisor to Duke Energy with respect to the merger and will receive an aggregate fee of up to $30.0 million 
for its services, of which $2.3 million was payable upon delivery of its opinion, $9.2 million will become payable if the matters submitted to Duke 

‘rgy shareholders in connection with the proposed merger are approved, $1 1.5 million will become payable if the proposed merger is completed 
S, at Duke Energy’s discretion, up to an additional $7.0 million may be paid upon completion of the merger. In addition, Duke Energy has 

agreed to reimburse J.P. Morgan for its expenses incurred in c 
inde- J.P. Morgan and its affiliates for certain liabilities 
Morgan’s opinion, J.P. Morgan and its affiliates have had commercial or investment banking relationships with Duke Energy, Progress Energy 
andlor their respective affiliates for which J.P. Morgan and its affdiates have received customary compensation. Such services during such period 
have included acting as (i) joint book-runner of certain offerings of debt securities by Duke Energy in August and January 2009, (ii) manager of an 
offering of bonds by an affiliate of Duke Energy in June 201 0 and (iii) joint book-runner of an offering of common stock by Progress Energy in 
January 2009. In addition, J.P. Morgan’s commercial banking affiliate is a 1 es of Duke Energy and 
Progress Energy and also provides treasury, cash management and related s Energy, for which it 
receives customary compensation or other financial benefits. Duke Energy and its affiliates paid aggregate fees of approximately $1 6 million to 
J 
a 
and its affiliates may actively trade, for their own account or for the accounts of customers, in the debt and equity securities of Duke Energy, 
Progress Energy and their respective affiliates and, accordmgly, may at any time hold long or short positions in such securities. 

of counsel, and to 

under certain outstanding 
s to each of Duke Energy 

an and its affiliates for commercial and investment banking services during the two years precedmg the date of J.P. Morgan’s opinion. In 
ne of J.P. Morgan’s employees is a member of the board of directors of Progress Energy. In the ordinary course of business, J.P. Morgan 
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Opinion of BofA Menill Lynch 

Duke Energy has retained BofA Merrill Lynch to act as f m c i a l  advisor to its board of directors in connection with the merger solely to 
render an opinion as to the faimess, from a financial point of view, to Duke Energy of the exchange ratio provided for in the merger agreement. 
BofA Merrill Lynch is an internationally recognized investment bankusg fum which is regularly engaged in the valuation of businesses and 
securities in connection with mergers and acquisitions, negotiated underwritings, secondary distributions of listed and unlisted securities, private 

:ements and valuations for corporate and other purposes. Duke Energy selected BofA Merrill Lynch to act as financial advisor in connection 
. . A the merger on the basis of BofA Merrill Lynch’s experience in transactions similar to the merger, its reputation in the investment community 
and its familiarity with Duke Energy and its business. 

On J a n w  8,201 1, at a meeting of the Duke Energy board of directors, BofA Merrill Lynch delivered to the Duke Energy board of directors 
an opinion to the effect that, as of the date of the opinion and based on and subject to various assumptions and limitations described in its opinion, 
the exchange ratio provided for in the merger agreement was fair, from a financial point of view, to Duke Energy. 

The full text of BofA Merrill Lynch’s written opinion to the Duke Energy board of directors, which describes, among other things, 
the assumptions made, procedures followed, factors considered and limitations on the review undertaken, is attached as Annex C to this 
document and is incorporated by reference herein in its entirety. The following summary of BofA Merrill Lynch’s opinion is qualified by 
reference to the full tex* of the opinion. BofA Merrill Lynch delivered its opinion to the Duke Energy board of directors for the benefit and 
use of the Duke Energy board of directors in connection with and for purposes of its evaluation of the exchange ratio from a financial point 
of view. BofA Merrill Lynch’s opinion does not address any other aspect of the merger and does not constitute a recommendation as to 
how any Duke Energy shareholder should vote or act in connection with the merger or any related matter. 

In connection with rendering its opinion, BofA Merrill Lynch, among other tnutgs: 

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

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

reviewed an alternative version of the Progress Energy management case as adjusted and extended by the management of Duke Energy, 
or the adjusted Progress Energy management case, and discussed with the management of Duke Energy its assessments as to the 
relative likelihood of achieving the future financial results reflected in the Progress Energy management case and the adjusted Progress 
Energy management case; 

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

0 
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* reviewed certain estimates as to the amount and timing of certain efficiencies anticipated by the management of Duke Energy to result 
from the merger and to be retained by Duke Energy, or the retained efficiencies; 

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

0 

i 
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* reviewed the potential pro forma financial impact of the merger on the future financial performance of Duke Energy, includq the 
potential effect on Duke Energy's estimated earnings per share; 

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

compared certain financial and stock market information of Progress Energy and Duke Energy with similar information of other 
companies BofA Merrill Lynch deemed relevant; 

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

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

reviewed the merger agreement; and 

performed such other analyses and studies and considered such other information and factors as BofA MemU Lynch deemed 
appropriate. 

In arriving at its opinion, BofA Merrill Lynch assumed and relied upon, without independent verification, the accuracy and completeness of 

lrances of the managements of Duke Energy and Progress Energy that they were not aware of any facts or circumstances that would make such 

d by Progress Energy, and assumed, with the consent of Duke Energy, that it was reasonably prepared on bases reflecting the best 

the financial and other information and data publicly available or provided to or otherwise reviewed by or discussed with it and relied upon the 

.armation or data inaccurate or misleadmg in any material respect. With respect to the Progress Energy management case, BofA Menill Lynch 

currently available estimates and good faith judgments of the management of Progress Energy as to the future financial performance of Progress 
Energy. With respect to the adjusted Progress Energy management case, the Duke Energy management case and the retained efficiencies, BofA 
M e d l  Lynch assumed, at the direction of Duke Energy, that they were reasonably prepared on bases reflecting the best currently available 
estimates and good faitlijudgments of the management of Duke Energy as to the future financial performance of Progress Eiergy and 
and the other matters covered thereby and, based onthe assessments of the management of Duke Energy as to the relative likelihood o 
the fkture financial results reflected in the Progress Energy management case and the adjusted Progress Energy management case, BofA Memll 
Lynch relied, at the direction of Duke Energy, on the adjusted Progress Energy management case. BofA Memll Lynch did not make or was not 
provided with any independent evaluation or appraisal of the assets or liabilities (contingent or otherwise) of Progress Energy or Duke Energy, nor 
did it make any physical inspection of the properties or assets of Progress Energy or Duke Energy. BofA Menill Lynch did not evaluate the 
solvency or fair value of Progress Energy or Duke Energy under any state, federal or other laws relating to bankruptcy, insolvency or similar 
matters. BofA Memll Lynch assumed, at the direction of Duke Energy, that the merger would be completed in accordance with its terms, without 
waiver, modification or amendment of any material term, condition or agreement and that., in the course of obtaining the necessary governmental, 
regulatory and other approvals, consents, releases and waivers for the merger, no delay, limitation, restriction or condition, including any 
divestiture requirements or amendments or modifications, would be imposed that would have an adverse effect on Progress Energy, Duke Energy 
or the contemplated benefits of the merger. BofA Merrill Lynch also assumed, at the direction of Duke Energy, that the merger would qua l9  for 
federal income tax purposes as a reorganization under the provisions of Section 368(a) of the Internal Revenue Code of 1986, as amended 

BofA Menill Lynch expressed no view or opinion as to any terms or other aspects of the merger (other than the exchange ratio to the extent 
expressly specified in its opinion), including, without limitation, the form or structure of the merger. BofA Merrill Lynch was not requested to, and 
did not., participate in the negotiation of the terms of the merger, nor was BofA Memll Lynch requested to, and BofA Merrill Lynch did not, 
provide any advice or services in connection with the merger other than the delivery of its opinion. BofA Menill Lynch 
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expressed no view or opinion as to any such matters. BofA Merrill Lynch’s opinion was limited to the fairness, from a financial point of view, to 
Duke Energy of the exchange ratio provided for in the merger agreement and no opinion or view was expressed with respect to any consideration 
received in connection with the merger by the holders of any class of securities, creditors or other constituencies of any party. In addition, no 
oDinion or view was expressed with respect to the fairness (financial or otherwise) of the amount, nature or any other aspect of any compensation 

- .mion or view was expressed as to the relative merits of the merger in comparison to other strategies or transactions that might 
Duke Energy or in which Duke Energy might engage or as to the underlying business decision of Duke Energy to proceed with 
merger. BofA Merrill Lynch expressed no opinion as to what the value of the Duke Energy common stock actually would be 
prices at which the Duke Energy common stock or the Progress Energy common stock would trade at any h e ,  including following announcement 
or completion of the merger. In addition, BofA Memll Lynch expressed no opinion or recommendation as to how any shareholder should vote or 
act in connection with the merger or any related matter. Except as described above, neither Duke Energy nor the Duke Energy board of directors 
imposed other limitations on the investigations made or procedures followed by BofA Merrill Lynch in rendering its opinion 

ny of the officers, directors or employees of any party to the merger, or class of such persons, relative to the exchange ratio. Furthermore, no 

BofA Merrill Lynch‘s opinion was necessarily based on financial, economic, monetary, market and other conditions and circumstances as in 
effect on, and the information made available to BofA Merrill Lynch as of, January 8,201 1, the date of its opinion. It should be understood that 
subsequent developments may affect its opinion, and B o a  Menill Lynch does not have any obligation to update, revise or reaffirm its opinion. 
The issuance of BofA Memll Lynch’s opinion was approved by BofA Merrill Lynch’s Americas Fairness Opinion Review Committee. 

The following represents a brief summary of the material financial analyses presented by BofA Merrill Lynch to the Duke Energy board of 
directors in connection with its opinion The financial analyses summarized below include information presented in tabular format. In order 
to fully understand the financial analyses performed by BofA Merrill Lynch, the tables must be read together with the tex4 of each 
summary. The tables alone do not constitute a complete description of the financial analyses performed by BofA Merrill Lynch. 
Considering the data set forth in the tables below without considering the full narrative description of the financial analyses, including the 
methodologies and assumptions underlying the analyses, could create a misleading or incomplete view of the financial analyses performed 
by BofA Merrill Lynch. For purposes of BofA Merrill Lynch’s fitlancial analyses summarized below, the exchange ratio refers to the excliange 
ratio of 2.6125 shares of Duke Energy common stock for each share of Progress Energy common stock provided for in the merger agreement 
before adjustment for the Duke Energy reverse stock split expected to occur prior to the completion of the merger. 

SUtl7.tlZQrJ’ Of f h d J W t ? S  

Selected Publicly Traded Companies Analysis. BofA Memll Lynch performed a selected publicly traded companies analysis of each of 
-7gress Energy and Duke Energy in whichBofA Merrill Lynch reviewed publicly available financial and stock market information for each of 

gess Energy and Duke Energy and the following publicly traded companies in the energy generation, transmission and distribution industry, 
which are referred to as the Progress Energy selected companies and the Dulce Energy selected companies, respectively: 

Progress Eiiergy selected companies: 

* Duke Energy; 

Great Plains Energy Incorporated; 

PG&E Corporation; 

SCANA Corporation; 
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The Southern Company; 

Wisconsin Energy Corporation; and 

Xcel Energy Inc. 

Duke Energy selected companies: 

Dominion Resources, Inc.; 

PG&E Corporation; 

Progress Energy; and 

Xcel Energy Inc. 

American Electric Power Company, Inc.; 
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Progress Energy. BofA Merrill Lynch reviewed, among other t l ings,  per slxire equity values, based on closing stock prices on December 31, 
201 0, of the Progress Energy selected companies as a multiple of calendar years 201 1 and 201 2 estimated earnings per share, or EPS. BofA Merrill 
Lynch also reviewed enterprise values of the Progress Energy selected companies, calculated as per share equity values based on closing stock 
prices as of December 31,201 0, plus indebtedness, preferred stock and minority interests and less cash and cash equivalents and securitized 

lebtedness, as a multiple of calendar years 201 1 and 2012 estimated earnings before interest, taxes, depreciation and amortization, or EBITDA, 
-justed to account for principal and interest associated with securitized indebtedness as a reduction to EBITDA, or adjusted EBITDA. 

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

Progress Energy Reference Ranges 

Benchmurk Reference Ranges 
Price/2011E EPS 
Price/2012E EPS 11 SX - 1 4 . 0 ~  

7.5x - 9.ox 
7 . 0 ~  - 8 . 5 ~  

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

Benchmarl; 
Price/2011E EPS 
Price/2012E EPS 
Enteqrise Value/2011E Adjusted EBITDA 
Enterprise Value/2012E Adjusted EBITDA 

Adjusted Progress 
Progess Energy Wall Energy 

Stmet Forecasts MgmL Case 
$39.25 - $48.42 
$31.25 - $46.92 

$38.50 - $48.41 
$36.75 - $47.16 
$33.50 - $50.91 
$32.00 - $50.16 $30.50 - $47.17 

Duke Energy. BofA Memll Lynch reviewed, among other things, per share equiiy values, based on closing stock prices on December 31, 
201 0, of the Duke Energy selected companies as a multiple of calendar years 201 1 and 2012 estimated adjusted EPS. BofA Merrill Lynch also 
reviewed enterprise values of the Duke Energy selected companies as a multiple of calendar years 201 1 and 201 2 estimated adjusted EBITDA. 

BofA Merrill Lynch then applied the following multiple ranges derived from the Duke Energy selected companies to corresponding estimated 
EPS andEBITDA of Duke Energy based on the Duke Energy management case, which, together with the adjusted Progress Energy management 
case, are referred to in this document as the management forecasts, and consensus estimates of recently released research analysts’ reports onDuke 
Energy, or the Duke Energy Wall Street forecasts, which together with the Progress Energy Wall Street forecasts, are referred to in this document 
as the Wall Street forecasts: 

Duke Energy Reference Ranges 

Benchmark 
PricenOl 1 E Adjusted EPS 
Price/2012E Adjusted EPS 
Enterprise Value/2OllE Adjusted EBITDA 
Enterprise Value/2012E Adjusted EBITDA 

Reference Ranges 
1 2 . 5 ~  - 1 4 . 0 ~  
1 1 . 5 ~  - 1 3 . 0 ~  

7 . 5 ~  - 8 . 5 ~  
7 . 0 ~  - 8 . 0 ~  

Estimated financial data of the Duke Energy selected companies were based on publicly available consensus estimates of research analysts’ reports. 
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This analysis indicated the following implied per share equity value reference ranges for Duke Energy (rounded to the nearest $0.25): 

Duke Energy Implied per Share Equity Value Reference Ranges 

Benchmark 

usted EBITDA 

Calculaiiotz of Implied Exchange Ratio. Based onthe per share price reference rang 

the bottom end of Duke Energy’s implied price per share references ranges, and calculated the bottom end of the implied exchange ratio reference 
ranges by dividing the bottom end of Progress Energy’s implied price per share references ranges by the top end of Duke Energy’s implied price per 
share references ranges. This analysis indicated the following implied exchange ratios, as compared to the exchange ratio provided for in the 
merger agreement: 
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Implied Exchange Ratio 

Management Exchange Ratio in 
Benchmark Wnll Street Forecasts Forecnsts the Merger 

ted EPS 2 .016~ - 2.815~ 2.005~ - 2.838~ 
ted EPS 2 .041~ - 2.905~ 2.043~ - 2.967~ 
01 1 E Adjusted EBITDA 1.770~ - 3.201~ 1 .609~ - 3. 

/2012E Adjusted EBITDA 1.498~ - 2.912~ 1 S 2 5 ~  - 2. 

None of the Duke Energy or Progress Energy selected companies is identical or directly comparable to Progress Energy or Duke Energy, 
respectively. Accordingly, an evaluation of the results of these analyses is not entirely mathematical. Rather, these analyses involve complex 
considerations and judgments concerning differences in financial and operating characteristics and other factors that could affect the public trading 
or other values of the companies to which Progress Energy and Duke Energy were compared. 

Discounted Cash How Analysir. BofA Merrill Lynch performed a discounted cash flow analysis of each of Progress Energy and Duke 
Energy to calculate tlie estimated present value of the standalone unlevered, after-tax free cash flows that Progress Energy and Duke Energy could 
generate during the fiscal years ending December 31,201 1 through 201 5 based on the adjusted Progress Energy management case and the Duke 
Energy management case. 

Progress Energy. In its discounted cash flow analysis of Progress Energy, BofA Merrill Lynch calculated terminal values for Progress 
Energy by applying terminal multiples ranging from 8.0~ to 9 . 0 ~  to Progress Energy’s 201 5 estimated EBITDA. The cash flows and t e d  
values were then discounted to present value as of December 31,201 0 using discount rates ranging from 5.25% to 6.00%. This analysis indicated 
the following implied price per share reference range for Progress Energy (rounded to the nearest $0.25): 

Progress Energy 
Implied per Share Price Rerermce Range 

$44.00 - $57.25 

Dztke Energy. In its discounted cash flow analysis of Duke Energy, BofA Merrill Lynch calculated terminal values for Duke Energy by 
applying terminal multiples ranging from 7 . 5 ~  to 8 . 5 ~  to Duke Energy’s 2015 estimatedEBITDA (includmg contribution from minority interests 
and excluding equity earnings of unconsolidated a.€fiiiates). The cash flows and terminal values were then discounted to present value as of 
December 31, 2010 using discount rates ranging from 5.50% to 6.25%. ”his analysis indicatedthe following implied price per share reference 
range for Duke Energy (rounded to the nearest $0.25): 

Duke Energy 
Implied per Share Price Reference Range 

$17.00 - $22.00 

Calcltlation of Implied Exchange Ratio. Based on the per share price reference ranges implied for Progress Energy and Duke Energy by the 
discounted cash flow analyses described above, BofA Merrill Lynch calculated the following implied exchange ratio references range. BofA 
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Merrill Lynch calculated the top end of the implied exchange ratio reference range by dividing the top end of Progress Energy’s implied price per 
share references ranges by the bottom end of Duke Energy’s implied price per share references ranges, and calculated the bottom end of the implied 
exchange ratio reference ranges by dividing the bottom end of Progress Energy’s implied price per share references ranges by the top end of Duke 
Energy’s implied price per share reference range. This 
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analysis indicated the following implied exchange ratio, as compared to the exchange ratio provided for in the merger agreement: 

Implied Exchange Ratio Rercrence Range 
1.995~ - 3 . 3 5 1 ~  

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

Contribution Anui’ysis. BofA Merrill Lynch reviewed the relative Fmancial contributions of Duke Energy and Progress Energy to the future 

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

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

f i i c i a l  performance of the combined company on a pro forma basis. BofA Memll Lynch reviewed 

Based on the implied relative equity value contributions, and, for the implied exchange ratios set forth in the two columns “Adjusted Exchange 
Ratio,” after adjusting, for EBITDA and net income only, the implied exchange ratio taking into account the estimated value of Progress Energy’s 
synthetic fuel tax credits calculated as described above, for each of the Progress Energy Wall Street forecasts and the adjusted Progress Energy 

llagement case, BofA Merrill Lynch calculated the following implied exchange ratios, as compared to the exchange ratio of 2.61 25 provided for 
.le merger agreement (be€ore adjustment to reflect the reverse stock split with respect to Duke Energy common stock): 

Implied Exchange Ratios 

Benchmark 
2010E EBITDA 
201 1 E EBITDA 
2012E EBITDA 
2013E EBITDA 
2014E EBITDA 

201 OE Net Income 
201 1E Net Income 
20T2E Net Income 
2013E Net Income 
201 4E Net Income 

201 OE Cash Flow from Operations 
201 1 E Cash Flow from Operations 
201 2E Cash Flow from Operations 
201 3E Cash Flow from Operations 
2014E Cash Flow %om Operations 

Wall Street Forecasts* 
Implied Adjusted 

Exchange Ratio Exchange Ratlo 
2.239~ 2.312~ 
2.222x 2.295~ 
1.964x 2.034 
2.217~ 2.290~ 
NfA NfA 

2.397~ 2.477~ 
2 .373~ 2.452~ 
2.390~ 2.470~ 
2 .327~ 2.407~ 
NIA NIA 

2 .493~ NfA 
2.201x NIA 
2.033~ NIA 
2 .113~ NIA 
NfA NfA 

Management Forecasts** 
Implied Adjusted 

Evchange Ratlo Exchange Ratio 
2.049~ 2.170~ 
2 .035~ 2 .155~ 
1 . 9 7 1 ~  2.08% 
2 .113~ 2 .235~ 
2 .151~ 2.274~ 
2 .117~ 2.24% 
2 .278~ 2.41 3x 
2.399~ 2.536~ 
2382x 2.51 % 
2.413~ 2.550~ 

2.730~ NfA 
2.019~ NfA 
2.256~ NfA 
2.456~ NfA 
2 .763~ NfA 

* 
** 

Duke Energy Wall Street forecasts and Progress Energy Wall Street forecasts 
Duke Energy management case and adjusted Progress Energy management case 
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The implied exchange ratios set forth above based on estimated EBITDA were leverage adjusted for each year reviewed by multiplying the 
estimated EBITDA contribution of each company (on a percentage basis) to the estimated future financial performance of the combined company 
by the difference between such company’s total enterprise value and net indebtedness (excludmg securitized indebtedness ) as of December 31, 

0. 

Pro Forma Accretioimilution AnaZysis. BofA Menill Lynch reviewed the potential pro forma financial effect of the merger on Duke 
Energy’s calendar years 201 2 through 201 4 estimated EPS on a pro forma basis giving effect to potential synergies and cost savings. Estimated 
f m c i a l  data of Duke Energy was based on the Duke Energy management case and estimated financial data of Progress Energy was based on the 

management case, in each case adjusted for one- 
n expenses. This analysis indicated that the merg 

ms, includmg extraordinary items, costs to achieve retained 
be accretive to Duke Energy’s es d EPS for each of the 

calendar years 201 2 through 201 4. The actual results achieved by the combined company may vary from projected results and the variations may 
be material. 

Other Factors 

In rendering its opinion, BofA Merrill Lynch also reviewed and considered other factors, including: 

the historical trading prices of the Progress Energy common stock during the one-year period ending on January 5,201 1, the last 
trading day before various news outlets began reporting on a possible transaction involving Duke Energy and Progress Energy, noting 
tlmt the low and high closing prices during such period were $37.31 and $45.50, respectively, and the historical trading prices of the 
Duke Energy common stock during the one-year period en- on January 5,201 1, noting tlmt the low and high closing prices during 
suchperiod were $15.61 and $18.53, respectively, which high and low prices imply an exchange ratio referen 
2.91 5x; 

the daily closing prices of the Progress Energy common stock and the Duke Energy common stock for 
January 5,201 1, and calculated the historical implied exclmge ratios as of January 5,201 1 and for the following time periods by 
clividq, the daily closing prices of Progress Energy common stock by those of Duke Energy common stock. This analysis showed the 

year period e n d q  on 

following: 

Tmnlied Exchanee Ratios 

LOW Mean =sh --- 
Current (January 5,2011) 2 .442~ 2.442~ 2.442~ 
Twenty Days 2.438~ 2.462~ 2.499~ 
Sixty Days 2.434~ 2.482~ 2.548~ 
Six Months 2.397~ 2.478~ 2.565~ 
One Year 2.210~ 2.43 2.565~ 
Two Years 2 .270~ 2 .466~ 2.700~ 

the price targets for Progress Energy common stock in recently Published, publicly available research analysts’ reports, noting that the 
low and high share price targets ranged from $41 .OO to $47.00, respectively, and the price targets for the Duke Energy common stock in 
recently published, publicly available research analysts’ reports, noting that the low andhigh share price targets ranged from $16.00 to 
$21 .OO, respectively, which prices imply an exchange ratio reference range of 1 .952~ to 2.938~; 

in each case, as compared to the exchange ratio of 2.61 25 provided for in the merger agreement (before adjustment to reflect the reverse stock split 
with respect to Duke Energy common stock). 

Miscellaneous 

As noted above, the discussion set forth above is a summary of the material financial analyses presented by BofA Merrill Lynch to the Duke 
Energy board of directors in connection with its opinion and is not a comprehensive description of all analyses undertaken by BofA Memll Lynch 
in connection with its opinion The 
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meparation of a financial opinion is a complex analytical process involving various determinations as to the most appropriate and relevant methods 

., ,ceptible to partial analysis or summary description BofA Merrill Lynch believes that its analyses summarized above must be considered as a 
whole. BofA Merrill Lynch further believes that selecting portions of its analyses andthe factors considered or focusing on information presented 

bncial  analysis and the application of those methods to the particular circumstances and, therefore, a financial opinion is not readily 
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in tabular format, without considering all analyses and factors or the narrative description of the analyses, could create a misleadmg or incomplete 
view of the processes underlying BofA Merrill Lynch's analyses and opinion. The fact that any specific analysis has been referred to in the 
summary above is not meant to indicate that such analysis was given greater weight than any other analysis undertaken by BofA Merrill Lynch. 

In performing its analyses, BofA Merrill Lynch considered industry performance, general business and economic conditions and other 
kters, many of which are beyond the control of Progress Energy, Duke Energy and BofA Memll Lynch. The estimates of the future performance 

of Progress Energy and Duke Energy in or underlying BofA Merrill Lynch's analyses are not necessarily indicative of actual values or 
future results, which may be significantly more or less favorable than those estimates or those suggested by BofA Memll Lynch's ana 
analyses were prepared solely as part of BofA Merrill Lynch's analysis of the fairness, from a financial point of view, of the exchange ratio and 
were provided to the Duke Energy board of directors in connection with the delivery of BofA Merrill Lynch's opinion. The analyses do not purport 
to be appraisals or to reflect the prices at which a company might actually be sold or the prices at which any securities have traded or may trade at 
any time in the future. Accordingly, the estimates used ;1, and the ranges of valuations resulting from, any particular analysis described above are 
inherently subject to substantial uncertainty and should not be taken to be BofA Merrill Lynch's view of the actual values of Progress Energy or 
Duke Energy. 

The type and amount of consideration payable in the merger was determined through negotiations between Progress Energy and Duke 
Energy, rather than by any financial advisor, and were approved by the Duke Energy board of directors. The decision of Duke Energy to enter into 
the merger agreement was solely that of the board of directors of Duke Energy. As described above, BofA Memll Lynch's opinion and analyses 
were among the many factors considered by the Duke Energy board of directors in its evaluation of the merger and should not be viewed as 
determinative of the views of the Duke Energy board of directors or management with respect to the merger or the exchange ratio. 

BofA Merrill Lynch acted as fmancial advisor to the Duke Energy board of directors solely to render its opinion and a fee in the amount of 
$4.0 million for its services became payable upon the rendering of its opinion. No amount payable to BofA Merrill Lynch by Duke Energy is 
contingent on the completion of the merger. In addition, Duke Energy has agreed to reimburse BofA Merrill Lynch for its expenses incurred in 
connection with BofA Merrill Lynch's engagement, and to indemmfy BofA Memll Lynch, any controlling person of BofA Merrill Lynch and each 
of their respective directors, officers, employees, agents and affiliates against specified liabilities, including liabilities under the federal securities 
laws. 

BofA Merrill Lynch and its affiliates comprise a full service securities firm and commercial bank engaged in securities, commodities and 
derivatives trading, foreign exchange and other brokerage activities, and principal investing as well as providing investment, corporate and private 
banlung, asset and investment management, financing and financial advisory services and other commercial services and 
nf companies, governments and individuals. In the ordinary course of their businesses, BofA Memll Lynch and its affili 

uLrect transactions in the equity, debt or other securities or financial instruments (includmg derivatives, bank loans or other obligations) of Duke 
Energy, Progress Energy and certain of their respective affiliates. 

icipal basis or on behalf of customers or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise 

In addition, BofA Memll Lynch and its affiliates in the past have provided, currently are providing, and in the future may provide, investment 
banlung, commercial banking and other financial services to Duke Energy 
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and/or certain of its affiliates and have received or in the future may receive compensation for the rendering of these services, includmg (i) having 
acted as joint-bookrunner in connection with a $750 million public offering of 5.30% First and Refunding Mortgage Bonds for a wholly-owned 
subsidiary of Duke Energy in November 2009, (ii) having acted as co-syndication agent and lender in connection with Duke Energy's $3.1 billion 
revolving credit facility in June 2007, (iii) having acted or acting as lead arranger and lender in connection with a $330 million letter of credit for a 
wholly -owned subsidiary of Duke Energy in September 2008 and (iv) having provided or providing certain cash and treasury management services 
to Duke Energy and/or certain of its affiliates. Duke Energy and its affiliates paid aggregate fees of approximately $6 million to BofA Memll 
Lynch and its affiliates during the two years prior to the date of BofA Memll Lynch's opinion. 

In addition, BofA Merrill Lynch and its affiliates in the past have provided, currently are providing, and in the future may provide, investment 
banlung, commercial banking and other financial services to Progress Energy and/or certain of its affiliates andhave received or in the future may 
receive compensation for the rendering of these services, including (i) having acted as joint-bookrunner in connection with a $250 million public 
offering of 4.55% First Mortgage Bonds and $350 million public offering of 5.65% First Mortgage Bonds, each for a wholly-owned subsidiary of 
Progress Energy in March 201 0, (ii) having acted as j o i n t - b o o h e r  in connection with Progress Energy's $300 million public offering of 6.05% 
Senior Notes and $450 million public offering of 7.05% Senior Notes, each in March 2009, (iii) having acted or acting as co-lead arranger and 

?er in connection with a $750 million revolving credit facility for a wholly-owned subsidiary of Progress Energy in October 201 0 and 
, having provided or providing certain cash and treasury management services to Progress Energy andor certain of its affiliates. 

http://www.sec.gov/Archives/edgaddata/l326160/00011931251110794l/ds4a.htm[~28/2011 850:  17 AM] 



Amendment No. 2 to Form S-4 

Progress Energy’s Reasons for the Merger and Recorninendation of Progress Energy’s Board of Directors 

Energy and its sharehold 
The Progress Energy board of directors unanimously determine 

Executive Officers of Progress Energy in the Merger,” beginning on page [-I. 
ergy shareholders, the d 

those matters discussed 
considered in connection with 

board of directors did not consider it practical, nor did it attempt, to quantlfy or otherwise assign relative weight 
decision. In addition, individual members of the Progress Energy board of directors m 
Progress Energy board of directors c 
ination and recommendations. Am0 

the following: 
0 Increased Scale, Scope and Regitlntoiy Wiversi$c&.on. The Progress Energy board of directors considered that the merger will create 

a diversified combined company with significant scale and scope-the largest U.S. electric utility measured by number of regulated 
customers, generation capacity, and equity market capitaliition If the merger were completed as of December 31, 2010, the combined 
company would have a regulated customer base of approximately 7.1 million electric customers in six regulated service temtories 
(Nodi Carolina, South Carolina, Florida, Indiana, Kentucky and Olio) which the Progress Energy board of directors viewed as having 
generally 
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favorable regulatory environments, approximately 57 gigawatts of domestic generating capacity from a diversified mix of coal, nuclear, 
natural gas, oil and renewable resources, and approximately $37 billion in equity market capitalization The scope and regulatory 
diversification of the combined company, compared to Progress Energy on a stand-alone basis, are expected sult in (i) increased 
financial stability, (ii) superior access to capital, (iii) greater ability to undertake the sign.&cant fleet and grid modernization and new 

tion programs required to respond to increasing environmental regulation, plant retirements and demand growth, 
spread business strategy execution risk across a larger enterprise and (v) a stronger voice in shaping national and 

relevant state energy and economic development policies. 

Increased Financial Stability. The Progress Energy board of directors considered that the increased scale, s 
diversification of the combined company’s operations, compared to Progress Energy on a stand-alone basis, 
stronger balance sheet, improved credit metrics with a lower overall risk profile and associated cost of capital benefits, superior cash 
flow, reduced need for equity issuance, and greater overall financial stability. 

Prentiunz Over Market Price and Tax-Free ExcJimzge. The Progress Energy board of directors considered the historical stock prices 
of Progress Energy and Duke Energy, including that the 2.61 25 exchange ratio represented a 7.1 % premium over the closing price of 
Progress Energy’s common stock on January 5,201 1, the last trading day before various news outlets began reporting that Progress 
Energy may have been engaged in merger discussions with a third party. The Progress Energy board of directors considered the 
potential for appreciation in value of Duke Energy common stock following the completion of the merger, and the opportunity for 
Progress Energy shareholders receiving shares of Duke Energy common stock in the merger to participate in this appreciation. The 
Progress Energy board of directors also took into account the fact that tlie Progress Energy merger is intended to be tax-free to the 
holders of Progress Energy common stock. 

Potential Earnings and Dividead Growtiz. The Progress Energy board of directors also considered the earnings, cash flow, balance 
sheet and dividend impact of the merger. The Progress Energy board of directors considered that earnings growth in the combined 
company is expected to be at a rate greater than that expected for Progress Energy on a stand-alone basis, and that assuming the 
combined company maintains Duke Energy’s current dividend rate, the dividend to be received by holders of Progress Energy common 
stock following the effective date of the merger is expected to be at least 3% higher than tlie dividend they currently receive on their 
Progress Energy shares. The Progress Energy board of directors also considered that the combined company’s dividend is projected to 
grow at a greater rate than the Progress Energy dividend, and be more secure because it will involve a lower ratio of payout to earnings 
and be supported by the combined company’s strong balance sheet and cash flows. The Progress Energy board of directors also 
considered potential financial benefits that could be obtained from strategic initiatives for Duke Energy’s businesses that had been 
previously publicly identified by Duke Energy. See “OpFnions of Financial Advisors to Progress Energy” beginning on page 1-1. 

regulatory 
cted to provide a 

h~://www.sec.gov/Archives/edgar/data/l326 160/0 00 1 1 93 1 2 5 1 1 1 0794 1 /&4a.htm[ 4/2 8/20 1 1 8 : 50: 1 7 AM] 



Amendment No. 2 to Form S-4 

Shared Strategic Vision and Governance. The Progress Energy board of directors considered that Progress Energy and Duke Energy 
share a common strategic vision for the future of the combined company as a United States focused multi-regional regulated electric 
utility witli related non-utility activities. The Progress Energy board of directors believes that the governance arrangements for the 
combined company provided for in the merger agreement will increase the likelihood of effective implementation of this strategic 
vision. These governance arrangements include: 

0 

* 

Mr. Johnson will be the president and chief executive officer of the combined company. 

Mr. Rogers will be the executive chairman of the board of directors of the combined company. 

The senior management team named in the merger agreement draws from the senior management teams of both companies. 
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The combined company’s board of directors will have seven directors designated by Progress Energy and eleven directors 
designated by Duke Energy. The lead director will be designated by Duke Energy. 

The combined company’s board committee assignments will be allocated on a balanced basis among Progress Energy and Duke 
Energy designees. 

* 

See “The Merger-Continuing Board and Management Positions” beginning on page 1-1. 
Capital Investnzetrt Strategy. The Progress Energy board of directors considered the benefits that are expected to result from the 
combined company’s hture capital investment strategy which flows from the strategic vision described above and aims to 
(i) concentrate capital investment in the domestic regulated electric 
regulated businesses, and (ai) rotate capital to businesses that earn higher risk-adjusted returns. 

New Niiclear Developnrent Capability. The Progress Energy board of directors considered that the combined company is expected to 
be in a stronger position to build the new nuclear generating facilities that southeastern utilities will need to consider u n d e r t a  with 
respect to the potential requirements of future carbon emission restrictions and other environmental legislation and regulation, plant 
retirements and demand growth. The merger will result in a combined company expected to have the scale and financing capability 
needed to undertake new nuclear projects. The Progress Energy board of directors also considered that execution of a new nuclear 
program will be facilitated by the combined company’s currently operating nuclear fleet of nine gigawatts (the largest regulated nuclear 
fleet in the United States), its four potential sites for new nuclear generation and three pending license applications, a larger customer 
base to participate in the benefits and risks of nuclear construction, and a nuclear organization with best-in-class operational, safety and 
construction experience. 

Cost Savings and Efficiencies. The Progress Energy board of directors considered the significant benefits that it expects customers in 
North Carolina and South Carolina will receive as a result of joint system dispatch and fuel purchase savings through the coordinated 
operation of tlie contiguous and interconnected Progress Energy Carolinas and Duke Energy Carolinas systems, and that these benefits 
should make regulatory approval in Nortli Carolina and South Carolina easier to obtain than would be tlie case for otlier potential 
strategic combinations. Progress Energy estimates these benefits to the combined company’s customers to be in the range of $600-$800 
million over a five-year period In addition to these joint dispatch and fuel cost savings, tlie Progress Energy board of directors 
considered that, although no assurance can be given that any particular level of cost efficiencies will be achieved, management believes 
si@icant additional net efficiencies will be realized from corporate activities, the regulated utilities and the unregulated businesses of 
the combined company. The Progress Energy board of directors considered that the savings realized in the combined company’s 
regulated businesses should benefit customers over time through normal rate-ma@ proceedings, and mitigate anticipated rate 
increases required due to the costs of new generation and compliance with environmental regulations. 

AZterizatives to the Merger. The Progress Energy board of directors carefully considered a range of strategic alternatives to the merger, 
including continuing to operate as a stand-alone entity. See “The Merger-Background of the Merger” beginning on page [-I. 
Co~irbuzed Expertise. The Progress Energy board of directors considered that the merger will combine complementary areas of 
expertise, including operational, regulatory and nuclear skill sets, and the si&icant prior experience the two companies have had 
integrating merged businesses. The combined company is expected to draw upon the intellectual capital, technical expertise, and 
experience of a deeper and more diverse workforce. 

Opinions of Financial Advisors to Progress Energy. The Progress Energy board of directors considered the opinions of Lazard and 
Barclays to the effect that as of January 8,201 1 and subject to and based upon the assumptions, procedures, factors, qual5cations and 
limitations set forth in their 

es, (a) focus on earning allowed returns in each of the 

* 
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respective written opinions, the 2.61 25 exchange ratio was fair, from a financial point of view, to the holders o 
common stock. The Progress Energy board of directors also considered that the financial advisors’ opinions sp 
201 1, and are not required to be updated as a closing condition. See “Opinions of Financial Advisors to Progress Energy” beginning on 
page 1-1 ’ 

Recommendation of Management. The Progress Energy board of directors considered Progress Energy management’s 
recommendation in support of the merger. 

Due Diligence. The Progress Energy board of directors considered the scope of the due diligence investigation conducted by Progress 
Energy’s management and outside advisors, and evaluated the results of those investigations. 

Terms of the Merger Agreement. The Progress Energy board of directors reviewed the terms of the merger agreement, including the 
degree of mutuality and symmetry of representations, obligations and rights of the parties under the merger agreement, the conditions to 
each party’s obligation to complete the merger, the instances in which each party is permitted to terminate the merger agreement and 
the related termination fees payable by each party in the event of termination of the merger agreement under specified circumstances. 
The Progress Energy board of directors also considered the fact that the merger agreement allows it to change or witlidraw its 
recommendation regar- the merger proposal if a superior transaction proposal is received from a third party or in response to certain 
material developments or changes in circumstances if, in either case, the Progress Energy board of directors determines that a failure to 
change its recommendation would be reasonably likely to result in a breach of its fiduciary duties under applicable law, subject to the 
payment of a termination fee under certain circumstances. See “The Merger Agreement” beginning on page 1-1 for a detailed 
discussion of the terms and conditions of the merger agreement 

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

Iinpact on Crtstomers. The Progress Energy board of directors considered that the merger would have a favorable impact on Progress 
Energy’s customers. Specifically, the merger should benefit customers though operating efficiencies over time. Customers in North 

dispatch efficiencies, which Progress Energy expects to help 
ombined company meets its capital expenditure needs in 

* 

* 

a and South Carolina are expected to benefit from fuel and 
the combined company’s need for f*e rate increases as 

response to increased electric demand, environmental regulation and requirements for increased efficiency in its generation fleet and its 
transmission and distribution systems. The combined company’s customers should also benefit from each company’s commitment to 
customer service and the delivery of clean, affordable and reliable energy. 

Impact of the Merger on Cotmrunities. The Progress Energy board of directors considered the expected impact of tlie merger on the 
communities served by Progress Energy. 

Employee Matters. The Progress Energy board of directors considered that the combined company will give fair and equitable 
consideration to employees in connection with job opportunities and any workforce reductions in the combined company. The 
combined company will provide severance benefits which are no less favorable than those provided to employees of Progress Energy 
immediately prior to the merger. The Progress Energy board of directors also considered the provisions of the term sheets governing 
Mr. Johnson’s and Mr. Rogers’ terms of employment by the combined company. 

The Progress Energy board of directors also considered the potential risks of the merger, including the following: 

Exchange Ratio. The Progress Energy board of directors considered that the merger consideration is based on an exchange ratio of 
slmres of Duke Energy common stock for each share of Progress Energy 
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common stock that would not adjust upwards to compensate for declines, or downwards to compensate for increases, in the price of 
Duke Energy common stock prior to the closing of the merger, and that the terms of the merger agreement did not include termination 
rights expressly triggered by a decrease in the value of the merger consideration due to a decline in the market price of Duke Energy 
common stock. The Progress Energy board of directors determined that this structure was appropriate and the risk acceptable in view of 
tlie Progress Energy board of directors’ focus on the relative intrinsic values and financial performance of Duke Energy and Progress 
Energy and the percentage of the combined company to be owned by former holders of Progress Energy common stock. 

Duke Energv Business Risks. The Progress Energy board of directors considered certain risks inherent in Duke Energy’s business and 
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operations, includmg risks inlierent in Duke Energy’s unregulated domestic and international businesses, risks relating to returns 
associated with Duke Energy’s regulated business operations, Duke Energy’s nuclear generating facilities, the regulatory environment 
for Duke Energy Ohio and related fiiancial impacts, the cost increases and related regulatory proceedmgs concerning Duke Energy 
Indiana’s Edwardsport facility, the ethics investigation in connection with the hiring of a former Indiana state government attorney, the 
claims against Duke Energy ar is ing &om the bankruptcy of Crescent Resources, LLC, and Duke Energy’s environmental and other 

es. Taking into account input &om management and 
Progress Energy board of directors believed that these risks were man part of the ongoing business of the combined company. 
In connection with these risks, the Progress Energy board of directors considered certain structural protections in the merger agreement 
such as (i) tlie ability of the Progress Energy board of directors to change its recommendation because of the occurrence prior to the 
Progress Energy shareholder vote on the merger of adverse circumstances affecting Duke Energy if to not do so would be reasonably 
likely to result in a breach of the Progress Energy board of directors’ fiduciary duties and (ii) the closing condition that, except as 

certain sections of the Duke Energy Disclosure Letter, no 

advisors regarding the due diligence process, the 

pect to Duke Energy since December 
merger agreement is 12 months after 

merger agreement, which date can be extended to 18 months under certain circumstances. 

Integration. The Progress Energy board of directors considered the challenges inherent in tlie combination of two business enterprises 
of the size and scope of Duke Energy and Progress Energy, includmg the possibility of not achieving the anticipated efficiencies and 
other benefits of the merger. 

Termitzation Fee. The Progress Energy board of directors considered the risk that, although Progress Energy has the right under certain 
limited circumstances to consider and participate in negotiations with respect to alternative acquisition proposals, the provisions of the 
merger agreement relating to the potential payment of a termination fee of $400 million or expenses of $30 million to Duke Energy may 
have the effect of discouraging such proposals. See “The Merger Agreement-Termination Fees; Reimbursement of Expenses” 
beginning onpage [-] for further information. 

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

Re,wlntory Approvds. The Progress Energy board of directors considered the regulatory approvals required to complete the merger and 
the risk that the applicable governmental authorities and other third parties may seek to impose unfavorable terms or conditions on the 
required approvals. The Progress Energy board of directors also considered the potential length of the regulatory approval process and 
the risk of a required govemrnent approval imposing a condition that constitutes a “burdensome effect,” which would allow either Duke 
Energy or Progress Energy to decide not to close the transaction In this regard, the Progress Energy board of directors considered the 
level of materiality required for a condition in a regulatory approval to constitute a burdensome effect See the 

* 

0 
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section entitled, “The Merger Agreement-Conditions to the Completion of the Merger” beginning on page [--] for a description of 
these matters. 

FaiLure to Close The Progress Energy board of directors considered the risks and contmgencies relating to the announcement and 
pendency of the merger and the risks and costs to Progress Energy ifthe closing of the merger is not timely, or if the merger does not 
close at all, includmg the impact on Progress Energy’s relationships with employees and third parties. 

Diversion of Focus The Progress Energy board of directors considered the risk of diverting management focus, employee attention and 
resources &om otlier strategic opportunities and from operational matters while workmg to complete the merger. 

Governance Arrangetizetzts. The Progress Energy board of directors considered the possibility that one or more of the senior executive 
officers for flie combined company named in the merger agreement might be unable or unwilling to serve, and the effect such an 
occurrence might have on the prospects for effective execution of the combined company’s strategic plan The Progress Energy board 
of directors also considered the facts that former Progress Energy directors will not constitute a majority of the combined company’s 
board of directors and Progress Energy shareholders will hold approximately 37% of the common stock of the combined company upon 
completion of the merger and will therefore not control the combined company. 

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

Personnel. Tlie Progress Energy board of directors considered the adverse impact that business uncertainty pendmg completion of the 
merger could have on Progress Energy’s ability to attract, retain and motivate key personnel until the merger is completed. 

* 
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Interests of Directors and Officers. The Progress Energy board of directors considered the interests that certain executive officers and 
directors of Progress Energy may have with respect to the merger in addition to their interests as shareholders of Progress Energy, 
includmg Mi-. Johnson who is expected to be president and chief executive officer of the combined company, the four other Progress 
Energy officers who have been named as members of the senior management team of the combined company and the fact that seven 
Progress Energy directors would be named to serve onthe combined company’s board of directors. See “Interests of Directors and 

er-Interests of Directors and Executive Officers of Progress Energy in the Merger” beginning on page 

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

The Progress Energy board of directors believed that, overall, the potential benefits of the merger to Progress Energy and Progress Energy’s 
shareholders outweighed the risks considered by the Progress Energy board of directors. 

The Progress Energy board of directors realized that there can be 
as described in the factors listed above. It should be noted that this expl 
information presented in this section are forward-looh in nature and, therefore, shouId be read in light of the factors discussed under the heading 
“Cautionary Statement Regarding Forward-Looking Statements” beginning on page [-I. 

ts, including results c 
board of directors’ reaso 
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Opinions of Financial Advisors to Progress Energy 

Opinion of Lazard F r i e s  Ce Co. U C  

Progress Energy retained Lazard to provide it with f i c i a l  advisoIy services and a fairness opinion in connection with the merger. Lazard is 
an internationally recognized investment bankmg fm providmg a full range of f i c i a  d other services. Progress Energy selected 
Lazard because of its qualifications, expertise and reputation in investment bankmg and acquisitions, as well as its familiarity with the 
‘-*>siness of Progress Energy. On January 8,201 1, Lazard rendered its written opinion to the Progress Energy board of directors that, as of such 

:, and based upon and subject to the assumptions, procedures, factors, qualifications and limitations set forth therein, the exchange ratio was 
ldX, from a financial point of view, to holders of Progress Energy common stock. 

The full text of Lazard’s written opinion, dated January 8,2011, which se 
factors considered and qualifications and limitations on the review undertaken 
document as Annex D and is incorporated by reference herein in its entirety. The foll 
entirety by reference to the full tex% of the opinion. You are encouraged to read Lazard’s opinion and this section carefully and in their 
entirety. 

tions made, procedures followed, 

Lazard’s opinion was directed to the Progress Energy board of directors for the information and assistance of the Progress Energy board of 
directors in connection with its evaluation of the merger and addressed only the fairness as of the date of the opinion, &om a f i c i a l  point of 
view, of the exchange ratio to holders of Progress Energy common stock. Lazard’s opinion was not intended to, and does not, constitute a 
recommendation to any shareholder as to how such shareholder should vote or act with respect to the merger or any matter relating thereto. 
Lazard’s opinion was necessarily based on economic, monetary, market and other conditions as in effect on, and the information made available to 
Lazard as of, the date of the opinion. Lazard assumed no responsibility for updating or revising its opinion based on circumstances or events 
occurring after the date of the opinion Lazard did not express any opinion as to the prices at which shares of Progress Energy common stock or 
D&e Energy common stock may trade at any time subsequent to the announcement of the merger. In connection with its engagement, Lazard was 
not authorized to, and did not, solicit indications of interest from third parties regarding a potential transaction with Progress Energy, and Lazard’s 
opinion does not address the relative merits of the merger as compared to any other transaction or business strategy 111 which Progress Energy 
might engage or the merits of the underlying decision by Progress Energy to engage in the merger. 

In connection with its opinion, Lazard 

Reviewed the financial terms and conditions of a draft, dated January 7,201 1, of the merger agreement; 

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

Reviewed various financial forecasts and other data provided to Lazard, or approved for Lazard’s use, by Progress Energy rela- to 
the businesses of Progress Energy and Duke Energy; 

Reviewed various financial forecasts and other data prepared by the management of Duke Energy, provided to Lazard by Progress 
Energy, relating to the business of Duke Energy; 
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Held discussions with members of the senior managements of Progress Energy and Duke Energy with respect to the businesses and 
prospects of Progress Energy and Duke Energy, respectively, and reviewed the financial benefits, including the amount and timing 
thereof, anticipated by the managements of Progress Energy and Duke Energy to be realized from the merger; 

Reviewed public information with respect to certain other companies in lines of business Lazard believed to be generally relevant in 
evaluating the businesses of Progress Energy and Duke Energy, respectively; 
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Reviewed the financial terms of certain business combinations Lazard believed to be generally relevant in evaluating the merger; 

Reviewed historical stock prices and trading volumes of Progress Energy common stock and Duke Energy common stock; 

Reviewed the potential pro forma f i c i a l  impact of the merger on Duke Energy based on the financial forecasts referred to above 
relating to Progress Energy and Duke Energy; and 

Conducted such other financial studies, analyses and investigations as Lazard deemed appropriate 

* 

Lazard assumed and relied upon and completeness of the foregoing information, w 
nt valuation or appraisal of any of the assets or li 

independent verification of such 
(contingent or otherwise) of Progress information Lazard did not 

Energy or Duke Energy or concerning the solvency or fair value of Progress Energy or Duke Energy, and Lazard was not furnished with any such 
valuation or appraisal. With respect to the financial forecasts utilized in Lazard's analyses and the financial benefits anticipated by the 
managements of Progress Energy and Duke Energy to be realized from the merger, Lazard assumed, with the consent of Progress Energy, that they 
were reasonably prepared in good faith on bases reflecting the best currently available estimates and judgments of the managements of Progress 
Energy and Duke Energy as to the *e fmancia 
benefits. With respect to the financial benefits 
merger, Lazard assumed, with the consent of Progress Energy, that the estimates of the amounts and timing of such f i c i a l  benefits were 
reasonable and that such financial benefits would be realized substantially in accordance-with such estimates. Lazard assumed no responsibility for 
and expressed no view as to any such forecasts or estimates, or the assumptions on which they were based. 

rmance of Progress Energy and Duke Energy, respectively, and as to such fmancial 
d by the managements of Progress Energy and Duke Energy to be realized from the 

In rendering its opinion, Lazard assumed, with the consent of Progress Energy, that the merger would be consummated on the terms described 
in the merger agreement, without any waiver or modification of any material terms-or conditions. Representatives of Progress Energy advised 
Lazard, and Lazard assumed, that the merger agreement, when executed, would conform to the draft reviewed by Lazard in all material respects. 
Lazard also assumed, with the consent of Progress Energy, that obtaining the necessary governmental, regulatory or third party approvals and 
consents for the merger would not have an adverse effect that is material with respect to Progress Energy, Duke Energy, the combined company, 
the merger or the benefits anticipated by the managements of Progress Energy and Duke Energy to be realized from the merger. Lazard further 
assumed, with the cons ogress Energy, tlmt the merger would qualify for United States federal income tax purposes as a reorganization 
within the meaning of S 68(a) of the Code. Lazard did not express any opinion as to any tax or other consequences that might result from the 
merger, nor did Lazard's opinion address any legal, tax, regulatory or accounting matters, as to which Lazard understood that Progress Energy had 
obtained such advice as it deemed necessary from qualified professionals. Lazard expressed no view or opinion as to any terms or other aspects or 
implications (other than the exchange ratio to the extent expressly specified in the opinion) of the merger, includiug, without limitation, the form or 
structure of the merger or any agreements or arrangements entered into in connection with, or contemplated by, the merger. In addition, Lazard 
expressed no view or opinion as to the fairness of the amount or nature of, or any other aspects relating to, the compensation to any officers, 
directors or employees of any parties to the merger, or class of such persons, relative to the exchange ratio or otherwise. 

In connection with Lazard's services as financial advisor to Progress Energy with respect to the merger, Progress Energy agreed to pay 
Lazard a fee equal to $25 million less previously paid retainers of $1.25 million, of which one-fourth was payable upon the signing of the merger 
agreement, one-fourth is payable upon shareholder approval of the merger and one-half is payable upon the completion of the merger. Progress 
Energy lms also agreed to reimburse Lazard for certain expenses inc connection with Lazard's engagement and to indemnify Lazard and 
certain related persoils under certain circumstances against various that may arise from or be related to Lazard's engagement., including 
certain liabilities under United States federal securities laws. 
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Lazard, as part of its investment banking business, is continually engaged in the valuation of businesses and their securities in connection 
with mergers and acquisitions, negotiated undenvritings, secondary distributions of listed and unlisted securities, private placements, leveraged 
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buyouts, and valuations for estate, corporate and other purposes. Lazard has h e n  continuously retained by Progress Energy since April 2006 to 
provide f m c i a l  advisory services. Lazard in the past has provided and in the fuhxe may provide certain investment banking services to Progress 
Energy and Duke Energy and certain of their respective affiliates, for which Lazard has received and may receive compensation, including having 
nrovided advisory services to Duke Energy in connection with their review of Duke Energy’s standalone business plan and services in connection 

’1 Duke Energy’s 2007 spin-off of Spectra Energy Corp and its 2006 acquisition of Cinergy Corp., and Lazard Capital Markets LLC (an entity 
- .med in large part by the managing directors of Lazard) having acted in the last two years as (i) a co-manager of an offering of common stock of 

ss Energy in January 2009 and (ii) a co-manager of $950 million notes offering for Progress Energy in November 2009. Lazard also served 
as financial advisor from January 2009 until July 201 0 to Crescent Resources, LLC, a joint venture between Duke Energy and Morgan Stanley Real 
Estate Funds, in connection with its bankruptcy proceedq and debt restructuring. Progress Energy and its affiliates paid aggregate fees of 
approximately $1.6 million to Lazard and its affiliates during the two years preceding the date of Lazard’s opinion. In addition, in the ordinary 
course of their respective businesses, Lazard, Lazard Capital Markets LLC and their respective affiliates may actively trade securities of Progress 
Energy, Duke Energy and certain of their respective affiliates for their own accounts and for the accounts of their customers and, accordmgly, may 
at any time hold a long or short position in such securities, and may also trade and hold securities on behalf of Progress Energy, Duke Energy and 
certain of their respective affiliates. The issuance of Lazard’s opinion was approved by the opinion committee of Lazard. 

In connection with rendering its opinion, Lazard performed certain f m c i a  comparative and other analyses that Lazard deemed appropriate 
in connection with rendering its opinion as summarized below under “-Summary of Lazard Financial Analyses.” The summary of the analyses 
and reviews described below under “-Summary of Lazard Financial Analyses” is not a complete description of the analyses and reviews 
underlying Lazard’s opinion The preparation of a fairness opinion is a complex process involving various determinations as to the most 
appropriate and relevant methods of financial analysis and review and the application of those methods to particular circumstances, and, therefore, 
is not readily susceptible to partial analysis or summary description Considering selected portions of these analyses and reviews or the summary 
contained in “-Summary of Lazard Financial Analyses,” without considering the analyses and reviews as a whole, could create an incomplete or 
misleading view of the analyses and reviews underlying Lazard’s opinion In arriving at its opinion, Lazard considered the results of all of its 
analyses and reviews and did not attribute any particular weight to any factor, analysis or review considered by it; rather, Lazard made its 
determination as to fairness on the basis of its experience and professional judgment after considering the results of all of its analyses and reviews. 

For purposes of its analyses and reviews, Lazard considered industry performance, general business, economic, market and financial 
conditions and other matters, many ofwhich are beyond the control of Progress Energy and Duke Energy. No company, business or transaction 
used in Lazard’s analyses and reviews as a comparison is identical to Progress Energy, Duke Energy or the merger, and an evaluation of the results 
of those analyses is not entirely mathematical. Rather, the analyses and reviews involve complex considerations and judgments concerning 
financial and operating characteristics and other factors that could affect the acquisition, public tradmg or other values of the companies, businesses 

,ulting from any particular analysis or review are not necessarily indicative of actual values or predictive of future results or values, which may 
be sigrufcantly more or less favorable than those suggested by Lazard’s analyses and reviews. In addition, analyses relating to the value of 
companies, businesses or securities do not purport to be appraisals or to reflect the prices at which companies, businesses or securities actually may 
be sold. Accordingly, the estimates used in, and the results derived from, Lazard’s analyses are inherently subject to substantial uncertainty. 

-ansactiom used in Lazard‘s analyses and reviews. The estimates contained in Lazard’s analyses and reviews and the ranges of valuations 
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Sicnunary of Lazard Finmicia1 Analyses 

The following is a summary of the material financial analyses reviewed with the Progress Energy board of directors in connection with 
Lazard’s opinion, dated January 8,201 1. The summary of the analyses and reviews provided below includes information presented in tabular 
format. In order to fully understand Lazard’s analyses and reviews, the tables must be read together with the full text of each summary. The tables 
alone do not constitute a complete description of Lazard’s analyses and reviews. Considering the data in the tables below without considering the 
full description of the analyses and reviews, including the methodologies and assumptions underlying tlie analyses and reviews, could create a 
misleading or incomplete view of Lazard’s analyses and reviews. 

Except as otherwise noted, the following quantitative information, to the extent that it is based on market data, is based on market data as it 
existed on or before January 5,201 1, the last trading day before various news outlets began reporting on a possible transaction involving Duke 
Energy and Progress Energy, and is not necessarily indicative of current market conditions. For purposes of Lazard’s financial analyses 
s m a r i z e d  below, the exchange ratio refers to the exchange ratio of 2.6125 shares of Duke Energy common stock for each share of Progress 
Energy common stock provided for in the merger agreement before adjustment for the Duke Energy reverse stock split expected to occur prior to 
the completion of the merger, as to which reverse stock split Lazard expressed no opinion 

Selected Comparable Cornpaiy Trading Analysis. Lazard reviewed and analyzed certain fmancial information, valuation multiples and 

based on its experience with companies in the regulated electric and gas utility industry, to be similar to each of Progress Energy’s and Duke 
iket trading data relating to selected comparable publicly traded regulated electric and gas utility companies whose operations Lazard believed, 
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Energy’s operations for purposes of this analysis. Lazard then compared such information to the correspondmg information for Progress Energy 
and Duke Energy. 

The selected group of companies used in this analysis with respect to Progress Energy (the “Progress Energy comparable companies”) was as 
-2ws: 

American Electric Power Comp 

Consolidated Edison, Inc. 

DukeEnergy 

PG&E Corporation 

* SCANA Corporation 

Southern Company 

Xcel Energy Inc. 

The selected group of companies used in this analysis with respect to Dulce Energy (the “Duke Energy comparable companies”) was as 
follows: 

Alliant Energy Corporation 

Dominion Resources, Inc. 

First€?nergy Corp. 

0 PG&E Corporation 

Progress Energy 

SCANA Corporation 

Southern Company 

Xcel Energy Inc. 

American Electric Power Company, Inc. 
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Lazard calculated and compared various financial multiples and ratios of the selected companies, includmg, among other h u g s :  

the ratio of each company’s January 5,201 1 share price to its calendar year 201 1 and 2012 estimated earnings per share, commonly 
referred to as EF’S; 

the ratio of each company’s share price to its calendar year 201 1 estimated EPS divided by the estimated annual total return of each 
company’s shares (based on the estimated long-term growth rate and 201 1 dividend yield); and 

the ratio of each company’s enterprise value, calculated as the market capitalizatioii of each company (based on each company’s closing 
share price as of January 5,2011), plus debt, less cash, cash e@valents andmarketable securities as of September 30,2010, to its 
calendar year 201 1 estimated earnings before interest, taxes, depreciation and amortization, commonly referred to as EI3ITDA. 

The calendar year 201 1 estimated EBITDA and calendar year 201 1 and 2012 estimated EPS, long-term growth rate and dividend yield for 
each of the selected companies listed above and used by Lazard in its analysis were based on I/B/E/S, which represents publicly available 
consensus estimates. “lie following table summarizes the results of this review: 

S h e  Price to 201 1E EPS 
Share Price to 201 2E EPS 
2011E P/E-to-Total Return 
Biterprise Value to 201 1 E EE3ITDA 

Progress Energy Comparable Duke Energy Comparable 
companies Companies 

1 1 . 4 ~ - 1 5 . 1 ~  1 1 . 4 ~ - 1 5 . 1 ~  
11 .Ox-- 1 4 . 2 ~  11 .OX - 14.2~ 
1 . 1 9 ~ - 1 . 5 9 ~  1.1%-1.81~ 

6 . 4 ~  - 9. OX 6 . 4 ~  - 9 . 0 ~  

Based on an analysis of the relevantmetrics for each of the Progress Energy comparable companies, Lazard selected a reference range of: 

13 .00~  to 15.00~ for share price to 201 1 estimated EPS and 13.00~ to 1 4 . 5 0 ~  for share price to 201 2 estimated EPS; 
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1 . 4 0 ~  to 1 . 5 5 ~  for slme price to 201 1 estimated EPS ratio divided by estimated annual total return; and 

7 . 2 5 ~  to 8 . 2 5 ~  for enterprise value to estimated 201 1 EBITDA. 

~ 

Based on an analysis of the relevant metrics for each of the Duke Energy cornparable companies, Lazard selected a reference range of: 

* 

12.00~ to 14.50~ for share price to 201 1 estimated EPS and 12 .00~ to 14 .00~ for share price to 201 2 estimated EPS; 

1 . 3 5 ~  to 1 S O X  for share price to 201 1 estimated EPS ratio divided by estimated annual total return; and 

7 . 5 0 ~  to 8 . 2 5 ~  for enterprise value to estimated 201 1 EBITDA. 

Lazard applied each such range of multiples for the Progress Energy comparable companies and the Duke Energy comparable companies to 
the relevant financial statistics of Progress Energy and Duke Energy, respectively, as reflected in the financial forecasts for Progress Energy 
prepared by the management of Progress Energy management case,” and the 
financial forecasts for Duke Energy prepared by iscussion as the “Duke Energy 
management case.” Lazard averaged the results of these calculations ana &om this analysis, estimated an implied value range for shares of 
Progress Energy common stock and an implied value range for shares of Duke Energy common stock. Lazard also noted that such value ranges 
indicated an implied exchange ratio reference range, as compared to the exchange ratio provided in the merger agreement, of 

Implied Exchange Ratio Reference Range 
1 .987~-2.712~ 
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Lazard selectedthe companies reviewed in this analysis because, among other thmgs, the Progress Energy comparable companies and the 
Duke Energy comparable companies operate similar businesses to those of Progress Energy and Duke Energy, respectively. However, no selected 
company is identical to Progress Energy or Duke Energy. Accordingly, Lazard believes tlmt purely quantitative analyses are not, in isolation, 
determinative in the context of the merger and that qualitative judgments concerning differences between the business, financial and operating 
characteristics and of Progress Energy, Duke Energy and the selected companies tlmt could affect the public tradmg values of each also 

relevant 

Consolidated Discounted Cash How Anaijsis. Lazard performed a consolidated discounted cash flow analysis of each of Progress Energy 
and Duke Energy, which is a valuation methodology used to-derive a valuation of a company by calculating the “present value” of estimated future 
cash flows of the company. “Future cash flows” refers to projected unlevered free cash flows of the company. “Present value” refers to the current 
value of future cash flows or amounts and is obtained by discounting those future cash flows or amounts by a discount rate that takes into account 
macroeconomic assumptions and estimates of risk, the opportunity cost of capital, capital structure, income taxes, expected returns and other 
appropriate factors. Lazard calculated the discounted cash flow value for Progress Energy and Duke Energy as the sum of the net present value of 

the estimated future cash flow that the company will generate for the years 2011 through 2014; and 

the estimated value of the company at the end of such period, or the terminal value. 

The estimated future cash flow for each of the scenarios was based on the Progress Energy management case and the Duke Energy 
management case. For its calculations, Lazard used discount rates ranging from 6.25% to 6.75% for Progress Energy and 6.50% to 7.00% for 
Duke Energy. The discount rates applicable to Progress Energy and Duke Energy were based on Lazard’s judgment of the estimated range of 
weighted average cost of capital, based in part on each company’s weighted cost to maturity of its long-term debt and each company’s leverage. 
The terminal value of Progress Energy and Duke Energy was calculated using various exit-EBITDA multiples ranging from 7 . 2 5 ~  to 8 . 2 5 ~  for 
Progress Energy and 7 . 5 0 ~  to 8 . 2 5 ~  for Duke Energy, and using various exit price/eamhgs multiples, referred to as P/E multiples, ranging from 
13.00X to 15.00~ for Progress Energy and 12.0Gx to 14.50~ for Duke Energy. The exit EBITDA multiples for Progress Energy and Duke Energy 
were selected by Lazard by reference to enterprise value to EBITDA trading multiples calculated for Progress Energy and Duke Energy as well as 
the enterprise value to EBITDA trading multiples of the Progress Energy comparable companies and the Duke Energy comparable companies, 
respectively. The exit P/E multiples for Progress Energy and Duke Energy were selected by Lazard by reference to P/E multiples calculated for 
Progress Energy and Duke Energy as well as the P/E multiples of the Progress Energy comparable companies and the Duke Energy cornparable 
companies, respectively. As part of the total implied equity value calculated for Progress Energy and Duke Energy, Lazard calculated and deducted 
from enterprise value the book value of the outstandmg financial debt less cas4 cash equivalents and marketable securities. Based on the 
foregoing, this analysis indicated the following implied exchange ratio reference range, as compared to the exchange ratio provided in the merger 
agreement 

Implied Exchange Ratio Reference Range 
1 .988~ - 2.957~ 

Exchange Ratio 
2.61 25x 

http://www.sec.gov/Archives/edgar/dala/lOOO 11 93 1251 1 107941/ds4a.htm[4/28/20118:50: 17 AM] 

http://www.sec.gov/Archives/edgar/dala/lOOO


Amendment No. 2 to Form S-4 

At Progress Energy’s instruction, La 
of increased future cash flows assumed to 
the merger. These potential strategic initiatives included sales of certain of Duke Energy’s business segments and increases to earned returns and 
rwital expenditures in Duke Energy’s regulated ut 

~ discount rates, exit EBITDA multiples and exit P/E multiples identified above) an implied exchange ratio reference range with a mid-point of 
,.~02x. Lazard noted that the merger agreement provided for an exchange ratio of 2.6125~. 

rformed an analysis to calculate the impact on its consolidate ted cash flow analysis 
certain strategic initiatives with respect to Duke Energy’s op fter consummation of 

es. The increased future cash flows estimated to result from these initiatives indicated (using 
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Sum-of-tlze-Parts Discounted Cash Flow Analysis. A sum-of-the-parts valuation analysis reviews a company’s operating performance and 
outlook on a segment-by-segment basis to determine an implied market value for the enterprise as a whole. With respect to Progress Energy, 
Lazard performed a sum-of-the-parts valuation analysis for the following segments: 

9 

* 

Progress Energy’s regulated utility business in Florida, referred to as “Florida”; 

Progress Energy’s regulated utility business in North Carolina and South Carolina, referred to as “Carolinas”; 

Progress Energy’s discontinued synthetic fuel operations, referred to as ‘LSyduels,” which generated certain unused income tax credits; 
and 

* Progress Energy’s a strative, management and support services operations and certain other businesses of Progress Energy, referred 
to as “Corporate and Other.” 

To value the Florida, Carolinas and Corporate and Other segments, Lazard performed a four-year discounted cash flow analysis using a 
e of 6.25% to 6.75% and a terminal value based on an exit EBITDA multiple range of 7 . 2 5 ~  to 8 . 2 5 ~  and an exit P/E multiple 
15.00~. The discount rate range applicable to the Florida and Carolinas segments was based onLazard’s judgment of the 
weighted average cost of capital, based in part on analyses of selectedpublic companies Lazard viewed as reasonably 

comparable to each segment For the Corporate and Other segment, Lazard used the Progress Energy discount rate range used in the consolidated 
discounted cash flow analysis described above. The exit EBITDA and P/E multiples for the Florida and Carolinas segments were based on 

ltiples of selected public companies Lazard viewed as reasonably comparable to each segment. The exit EBITDA andP/E multiples for the 
.porate and Other segment were based on the Progress Energy multiples used in the consolidated.discounted cash flow analysis. To value 

a four-year discounted cash flow analysis of the amortized projected income tax 
ing a discount rate range of 6.25% to 6.75%. The discount rate range applicable t discontinued opera 

judgment of the estimated range of weighted average cost of capital, based in part on analyses of selectedpublic companies Lazard viewed as 
reasonably comparable to the segment. 

The following table represents the results of the analysis performed by Lazard of the Progress Energy business segments: 

Progress Energy Business Segments 

Florida 
Carolinas 
Synfbels 
Corporate and Other 
Total Enterprise Value 
Less Net Debt, Prefened Stock and Noncontrolhg Interest 
Equity Value 
Equity Value Per Share 

Enterprise Value(1) 
Low ash 

$ 11,362 $ 12,765 
$ 11,631 $ 13,247 
$ 666 $ 676 
$ 563 $ 656 
$ 24,221 $ 27,344 
$(12,046) $(12,046) 
$ 12,175 $ 15,298 
$ 41.22 $ 51.79 

(1) Dollars in millions, except per share values. 

With respect to Duke Energy, Lazard also performed a sum-of-the-parts valuation analysis for the following segments: 

Duke Energy’s regulated utility business in North Carolina and South C a r o b  referred to as “Carolinas”; 

Duke Energy’s regulated utility business in Indiana, referred to as “Indiana”; 0 
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* 

* 

Duke Energy’s regulated utility business in Ohio, referred to as “Ohio”; 

Duke Energy’s regulated utility business in Kentucky, referred to as “Kentucky”; 

Duke Energy’s wholesale generation assets located in the midwestern United States, referred to as “Midwest Generation”; 

Certain renewable energy operations of Duke Energy, referred to as “Wind/Solar”; 

Duke Energy’s operations outside the United States, referred to as “DEP, and 

Duke Energy’s administrative, management and support services operations for the other segments of Duke Energy and certain other 
businesses of Duke Energy, referred to as “Corporate and Other.” 

- 

To value each of the Duke Energy segments, Lazard performed a four-year discounted cash flow analysis using the following reference 
ranges: 

7 . 2 5 ~  - 8 . 2 5 ~  

6 . 7 5 ~  - 7.75~ 
Midwest Generation 8.25% - 8.75% 9.00X - 10.00X 

8 . 0 0 ~  - 9 . 0 0 ~  
8.50~ - 9 . 5 0 ~  
7 . 5 0 ~  - 8 . 2 5 ~  

10.25% - 10.75% 
10.25% - 10.75% 

6.50% - 7.00% 

Exit P/E Multiple - 
13.00~- 15 .00~  
13 .00~-  15 .00~  
13 .00~-  15 .00~  
13.00~- 15.00~ 

The discount rates applicable to the Duke Energy segments (other than Corporate and Other) were based onlazard’s judgment of the 
estimated range of weighted average cost of capital, based in part on analyses of selected public companies Lazard viewed as reasonably 
comparable to each segment The exit EBITDA and P E  multiples for the Duke Energy segments (other than Corporate and Other) were based on 
multiples of selected public companies Lazard viewed as reasonably comparable to each segment. For the Corporate and Other segmenc Lazard 
used the Duke Energy discount rate range and exit EEIITDA multiple used in the consolidated discounted cash flow analysis. 

The following table represents the results of the analysis performed by Lazard of the Duke Energy business segments: 

Duke Energy Business Segmenls 

Carolinas 
Indiana 
Ohio 
Kentucky 
Midwest Generation 
wind/ 
DEI 
Corporate and Other 
Total Enterprise Value 
Less Net Debt, Preferred Stock and Noncontrolhg Interest 
Equity Value 
Equity Value Per Share 

(1) Dollars in millions, except per share values 
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$ 2,227 
S 906 

Enterprise Value@) 
LOW High 

$ 20,001 $ 22,661 
S 7.919 $ 8,919 

$ 2,547 
$ 1,026 

$ 2,270 $ 2,518 
$ 1,080 $ 1,315 
$ 4,098 $ 4,432 
$ (193) $ (172) 
$ 38,308 $ 43,247 
$(16,617) $(16,617) 
$ 21,691 $ 26,630 
$ 16.35 $ 20.08 
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Based on its analysis of the Progress Energy and Duke Energy business segments, Lazard calculated the following implied exchange ratio 
reference range, as compared to the exclmge ratio provided in the merger agreement: 

Implied &change Ratio Reference Range 
2.063~ -3.185~ 

&change Ratio 
2.61 25x 

Coritn’bution Analysis. Lazard reviewed the relative contributions of Progress Energy and Duke Energy to the following estimated f i i c i a l  
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and operating metrics of the combined company for 201 1,201 2 and 201 3, based on the Progress Energy management case and the Duke Energy 
managemenl case: 

funds from operations; 

~ EBITDA less interesc and 

* nethicome. 

The implied exchange ratios resulting from the relative contribution analysis were as follows: 

Implied Exchange Ratio 
from ope 11E 

Funds from ooerations for 201 2E 

2 .391~ 

Based on the foregoing, Lazard calculated the following implied exchange ratio reference range by taking the low (201 2 estimated EBITDA 
less interest) and high (201 3 estimated funds from operations) contribution ratio, as compared to the exchange ratio provided in the merger 
agreement: 

Implied Exchange Ratio Reference Range 
2.208~ - 2.78% 

Exchange Ratio 
2.61 25x 

Pro Forma Shareholder Value Accretioii Analysis. Lazard compared (i) Progress Energy’s estimated hture stock price based on stand-alone 
EPS (using a one-year forward PIE multiple of 1 3 . 8 ~  based on LIBIEIS estimates) and cumulative dividends for each of the years 201 2, 2013 and 
2014 as reflected in the Progress Energy management case to (ii) Progress Energy’s per share value based on estimated EPS (derived from the 
stand-alone estimates for Progress Energy and Duke Energy reflected in the Progress Energy management case and Duke Energy management 

-e, respectively, and reflecting an illustrative blended P/E multiple of 13 .4~)  and cumulative dividends of the pro forma combined company for 
I of those years, adjusted to reflect the rger exchange ratio of 2.61 25, to determine the implied shareholder value accretion resulting from the 

merger relative to the stand-alone case in observed years. This analysis indicated that the value accrued by Progress Energy shareholders 
throwh the merger is expected to be accretive relative to the value accrued by such shareholders through Progress Energy management‘s estimated 
stand-alone case for Progress Energy for each of the years 201 2,201 3 and 201 4. 

Lazard also compared (i) the 20-day volume-weighted average price, or “VWAP,” of shares of Progress Energy common stock to 
(ii) Progress Energy’s per share value based on estimated EPS of the pro forma combined company for 2012 (derived from the stand-alone 
estimates for Progress Energy and Duke Energy reflected in the Progress Energy management case and Duke Energy management case, 
respectively, and 
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reflecting an illustrative blended PLE multiple of 13.4x), adjusted to reflect the exchange ratio provided in the merger agreement of 2.6125 and 
Progress Energy’s estimated 201 1 full-year dividend, discounted at an 8.5% cost of equity, to determine the implied shareholder value accretion 
resulting from the merger (assuming completion of the merger occurs on January 1,2012). This analysis indicated that the value accrued by 
Progress Energy shareholders through the merger is expected to be accretive relative to the 20-day VWAP of shares of Progress Energy common 
stock. 

The actual results achieved by the combined company may vary from projected results and the variations may be material 

D~,ideiidDiscountAnalysis. Lazard also performed a dividend discount analysis of shares of Progress Energy common stock and shares of 
Duke Energy common stock, which calculates an implied equity value per share by discounting to the present the value of the future dividends per 
share of common stock expected to be paid by each company, based on an assumed dividend growth rate and equity discount rate. The following 

mptions were used to calculate an implied equity value range per share for Progress Energy common stock 

an equity discount rate range of 8.00% to 9.00%; 

an estimated long-term dividend growth rate range of 1 S O %  to 2.50%; and 
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an expected 201 1 quarterly dividend per share of $0.62. 

To arrive at an appropriate equity discount rate for Progress Energy, Lazard analyzed the cost of equity capital for the Progress Energy 
, ---parable companies. The dividend growth rate range and the expected 201 1 dividend per share for Progress Energy were based on the Progress 

1- rgy management case. 

The following assumptions were used to calculate an implied equity value range per share for Duke Energy common stock: 

an equity discount rate range of 8.00% to 9.00%; 

an estimated long-term dividend growth rate range of 2.00% to 3.00%; and 

an expected 201 1 quarterly dividend per s h e  of $0.245, increasing to $0.250 per quarter beginning in the second quarter of 201 1. 

To arrive at an appropriate equity discount rate for Duke 
companies. The dividend growth rate range and the expected 2 

Lazard analyzed the cost of equity capital for the Duke Energy comparable 
dend per s h e  were based on the Duke Energy management case. 

Based on this analysis, Lazard calculated an implied value range for shares of Progress Energy common stock and an implied value range for 
shares of Duke Energy common stock. Lazard also note 
to the exchange ratio provided in the merger agreement, 

such value ranges indicated an implied exchange ratio reference range, as compared 

Implied Exchange Ratio Reference Range Exchange Ratio 
2.61 25x 
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52 Week High /Low Tradiiig Prices. Lazard reviewed, for informational purposes, the range of trading prices of shares of Progress Energy 
common stock and Duke Energy common stockfor the 52 weeks ended on January 5,201 1. Based on such historical share price ranges, Lazard 
calculated the following implied exchange ratio reference range by dividing the low and high trading prices of shares of Progress Energy common 

:k by the high and low tradmg prices of s h e s  of Duke Energy common stock during such period, as compared to the exchange ratio provided 
.ie merger agreement: 

Implied Exchange Ratio Reference Range Exchange Ratio 
1 .991~  - 2.948~ 2.61 25x 

Equity Research AiialystPrice Targets. Lazard also reviewed the low and high price targets for shares of Progress Energy common stock 
prepared and published by equity research analysts covering Progress Energy. Lazard reviewed the most recent price target published by each 
analyst prior to January 5,201 1. These targets reflect each analyst's estimate of the future public market trading price of shares of Progress Energy 
common stock at the time the price target was published Lazard adjusted each price target to give effect to interim Progress Energy quarterly 
dividends of $0.62 per share and discounted the adjusted price target (net of expected dividends) to present value at a cost of equity of 8.5%. 

Lazard also reviewed the low and high price targets for slxires of Duke Energy common stock prepared and published by equity research 
analysts covering Duke Energy. Lazard reviewed the most recent price target published by each analyst prior to January 5,201 1. These targets 
reflect each analyst's estimate of the future public market trading price of shares of Duke Energy common stock at the time die price target was 
published Lazard adjusted eachprice target to give effect to interim Duke Energy quarterly dividends of $0.245 per share (increasing to $0.250 per 
share beginning in the second quarter of 201 l), discounted to present value ai a cost of equity of 8.5%. 

Lazard calculated the exchange ratio implied by the ranges of price targets for shares of Progress Energy common stock and shares of Duke 
Energy common stock by dividing the range of Progress Energy price targets by the range of Duke Energy price targets. This analysis indicated an 
implied exchange ratio reference range of 1 .938~  to 2.88% based on price targets available as of January 5,2011. Lazard noted that the merger 
agreement provided for an exchange ratio of 2.6125~. 

The price targets published by securities research analysts do not necessarily reflect current market trading prices for shares of Progress 
Energy common stock and shares of Duke Energy common stock and these estimates are subject to uncertainties, including the future f m c i a l  
performance of Progress Energy and Duke Energy, as well as future financial market conditions. 

Historical Exchange Ratio Analysis. In order to provide background information and perspective on the relationship between Progress - - e r g  common stock and Duke Energy common stock, Lamrd reviewed the ratio of the V W A P s  of shares of Progress Energy common stock 

'1 he results of Lazard's review are summarized in the following table: 
iputed over various periods ended January 5,201 1 divided by the closing price of shares of Duke Energy common stock as of January 5,201 1. 
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Exchange Ratio 
2 .452~ 
2.453~ 
2.457~ 

83x 
55x 

2.305~ 
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The review indicated a range of exchange ratios from 2 .305~ to 2 .483~ over the various periods, compared to the exchange ratio of 2.61 25x 
in the merger agreement. 

Lazard also reviewed the ratio of the closing prices of shares of Progress Energy common stock as of January 5,201 1 and the preceding nine 
trading days divided by the corresponding closing prices of shares of Duke Energy common stock as of January 5,201 1 and the preceding nine 
trading days. Lazard noted that such value ranges indicated an implied exchange ratio reference range, as compared to the exchange ratio provided 
in the merger agreement, of: 

Implied Exchange Ratio Reference Range Exchange Ratio 
2.438~ - 2.454~ 2.61 25x 

Opinion of Barclays Capital Inc 

Progress Energy engaged Barclays Capital Inc. to act as its financial advisor and for the purpose ofrendering a fairness opinion in connection 
ered its oral opinion (which Barclays Capital subsequently confimed in writing) to the 
based upon and subject to the @fications, limitations and assumptions stated in its 

with the merger. On 
Progress Energy boar 
opinion, from a financial point of view, tlie-exchange ratio was fair to shareholders of Progress Energy. 

,201 1, Barclays Capital 
tors that, as of such date 

The full texl: of Barclays Capital’s written opinion, dated as of January 8,2011, is attached as Annex E to this document and is 
arporated by reference herein in its entirety. Barclays Capital’s written opinion sets forth, among other things, the assumptions made, 

procedures followed, factors considered and limitations upon the review u 
encouraged to read the opinion carefully in its entirety. The following is a 
that Barclays Capital used to render its opinion. The summary is qualified in its entirety by reference to the full text of the opinion. You 
are encouraged to read the opinion, the summary and the discussion below carefully and in their entirety. 

y Barclays Capital in rendering its opinion. You are 
Barclays Capital’s opinion and the methodology 

Barclays Capital‘s opinion, the issuance of which was approved by Barclays Capital’s fairness opinion committee, is addressed to the 
Progress Energy board of directors, addresses only the fairness, from a financial point of view, of the exchange ratio to the Progress Energy 

does not constitute a recommendation to any shareholder of Progress Energy as to how such shareholder should vote with respect 
any other matter. The terms of the merger were determined through arm’s-length negotiations between Progress Energy and Duke 

Energy and were unanimously approved by the Progress Energy board of directors. Barclays Capital was not requested to address, and its opinion 
does not in any manner address, Progress Energy’s underlying business decision to proceed with or effect the merger. In addition, Barclays Capital 
expressed no opinion on, and it does not in any manner address, the fairness of the amount or the nature of any compensation to any officers, 
directors or employees of any parties to the merger, or any class of such persons, relative to the consideration to be offered to the shareholders of 
Progress Energy in the merger. No limitations were imposed by the Progress Energy board of directors upon Barclays Capital with respect to the 
investigations made or procedures followed-by it in rendering its opinion. 

In arriving at its opinion, Barclays Capital, among other things: 

Reviewed and analyzed a draft of the merger agreement dated January 8,201 1 and the specific terms of the merger; 

Reviewed and analyzed publicly available information concerning Progress Energy and Duke Energy that Barclays Capital believed to 
be relevant to its analysis, including each of Progress Energy’s and Duke Energy’s Annual Reports on Form 10-K for the fical year 
ended December 31,2009 and Quarterly Reports onForm 10-Q for the fical W e r s  ended March 31,201 0, June 30,2010 and 
September 30, 201 0 and other relevant filings with the Securities and Exchange Commission; 
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* Reviewed and analyzed financial and operating information with respect to the business, operations and prospects of Progress Energy 
furnished to Barclays Capital by Progress Energy, includmg financial projections of Progress Energy prepared by Progress Energy’s 
management (the “Progress Energy Projections”); 

Reviewed and analyzed financial and operating information with respect to the business, operations and prospects of Duke Energy 
furnished to Barclays Capital by Progress Energy, includmg financial projections of Duke Energy prepared by Duke Energy’s 
management (the “Duke Energy Projections”); 

trading history of Progress Energy common stock from January 5,2008 to 
outlets began reporting on a possible transaction involving Duke Energy and 

5,201 1, the last tradmg 

history of Duke Energy common stock from January 5,2008 to January 5,201 1 and a comparison of each of 
each other and with those of other companies that Barclays Capital deemed relevant; 

Reviewed and analyzed a comparison of the historical financial results and present f m c i a l  condition of Progress Energy and Duke 
Energy with each other and with those of other companies tlmt Barclays Capital deemed relevant; 

Reviewed and analyzed the pro forma impact of the merger on the future f m c i a l  performance of the combined company, including the 
benefits anticipated by the managements of Progress Energy and Duke Energy to be realized in the me 
requirements of Progress Energy and Duke Energy and their respective ability to h d  such re 

Reviewed and analyzed the relative contributions of Progress Energy and Duke Energy to the 
performance of the combined company on a pro forma basis; 

Reviewed and analyzed published estimates of independent research analysts with respect to the future fmancial performance and price 
targets of Progress Energy and Duke Energy; 

Had discussions with the management of Progress Energy concerning its business, operations, assets, liab es, fmancial condition and 
prospects; and 

Undertook such other studies, analyses and investigations as Barclays Capital deemed appropriate. 

* 

e 

andthe future capital 

In arriving at its opinion, Barclays Capital assumed and relied upon the accuracy and completeness of the financial and other information 
used by Barclays Capital without any independent verification of such information Barclays Capital also relied upon the assurances of management 
of Progress Energy that they were not aware of any facts or circumstances that would make such information inaccurate or misleading. With 
respect to the Progress Energy Projections, upon the advice of Progress Energy, Barclays Capital assumed that such projections were reasonably 

?xed on a basis reflecting the best currently available estimates and judgments of the management of Progress Energy as to Progress Energy’s 
-,mre f m c i a l  performance and that Progress Energy would perform substantially in accordance with such projections. Witli respect to the Duke 
Energy Projections, upon advice of Progress Energy, Barclays Capital assumed that such projections were reasonably prepared on a basis reflecting 
the best currently available estimates and judgments of management of Duke Energy as to Duke Energy’s future fmancial performance and that 
Duke Energy would perform substantially in accordance witti such projections. In arriving at its opinion, Barclay 
responsibility for and expressed no view as to any such projections or estimates or the assumptions on which 
opinion, Barclays Capital did not conduct a physical inspection of the properties and facilities of Progress Energy or Duke Energy and did not make 
or obtain any evaluations or appraisals of the assets or liabilities of Progress Energy or Duke Energy. In addition, Barclays Capital was not 
authorized by Progress Energy to solicit and did not solicit, any indications of interest from any third party with respect to the purchase of all or a 
part of Progress Energy’s business. Barclays Capital‘s opinion was necessarily based upon market, economic and other conditions as they existed 
on, and could be evaluated as of, January 8,201 1. Barclays Capital assumed no responsibility for updabng or revising its opinion based on events 
or circumstances that may have occurred after January 8,201 1. Barclays Capital further expressed no opinion as to the prices at which 
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shares of Progress Energy common stock would trade following the announcement of the merger or slmres of Duke Energy c o m o n  stock would 
trade following the announcement or consummation of the merger. Barclays Capital‘s opinion should not be viewed as providmg any assurance that 
the market value of the shares of Duke Energy common stock to be held by the shareholders of Progress Energy after the consummation of the 
merger will be in excess of the market value of Progress Energy common stock owned by such shareholders at any time prior to the announcement 
or consummation of the merger. 

In arriving at its opinion, Barclays Capital has assumed that the executed merger agreement would conform in all material respects to the last 
draft reviewed by Barclays Capital. In addition, Barclays Capital assumed the accuracy of the representations and warranties contained in the 

:ger agreement and all agreements related thereto. Barclays Capital further assumed, upon the advice of Progress Energy, that all material 
/emmental, regulatoiy and tlird party approvals, consents and releases for the merger would be obtained witl& the conskaints contemplated by 

the merger agreement and that the merger would be consummated in accordance with the terms of the merger agreement without waiver, 
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modifcation or amendment of any material term, condition or agreement thereof. Barclays Capital expressed no opinion as to any tax or other 
consequences that might result from the merger, nor did Barclays Capital’s 
whichBarclays Capital understood that Progress Energy had obtained such advice as it deemed necessary from qualified professionals. 

on address any legal, tax, regulatory or accounting matters, as to 

~ In connection with rendering its opinion, Barclays Capital performed certain fmancial, comparative and other analyses as summarized below 
,er “-Summary of Barclays Capital Financial Analyses.” In arriving at its opinion, Barclays Capital did not ascribe a specific range of values to 

the slmres of Progress Energy common stock but rather made its determination as to fairness, from a financial point of view, to Progress Energy’s 
shareholders of the exchange ratio on the basis of various financial and Comparative analyses. The preparation of a fairness opinion is a complex 
process and involves various determinations as to the most appropriate and relevant methods of financial and comparative analyses and the 
application of those methods to the particular circumstances. Therefore, a fairness opinion is not readily susceptible to summary description. 

In arriving at its opinion, Barclays Capital did not attribute any particular weight to any single analysis or factor considered by it but rather 
made qualitative judgments as to the si&icance and relevance of each 
considered by it and in the context of the circumstances of the 
be considered as a whole, as considering any portion of such analyses and factors, without considering all analyses and factors as a whole, could 
create a misleadmg or incomplete view of the process underlying its opinion 

lyses and factors performed and 
1 believes that its analyses must 

Siumrruy of Barclays Capite1 Financial Analyses 

The following i s  a summary of the material financial analyses used by Barclays Capital in preparing its opinion to the Progress Energy board 
of directors. Certain financial analyses summarized below include information presented in tabular format In order to fully understand the 
fmancial analyses used by Barclays Capital, the tables must be read together with the text of each summary, as the tables alone do not constitute a 
complete description of the fmancial analyses. In performing its analyses, Barclays Capital made numerous assumptions with respect to industry 
performance, general business and economic conditions and other matters, many of which are beyond the control of Progress Energy, Duke Energy 
or any other parties to the merger. None of Progress Energy, Duke Energy, Diamond Acquisition Corporation, Barclays Capital or any other person 
assumes responsibility if future results are materially different from those dtscussed Any estimates contained in these analyses are not necessarily 
indicative of actual values or predictive of future results or values, which may be significantly more or less favorable than as set forth below. In 
addition, analyses relating to the value of businesses or securities do not purport to be appraisals or reflect the prices at which businesses or 
securities may actually be sold 
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Historical Sliare Price Analysis. Barclays Capital reviewed for informational purposes the daily closing stock prices of Progress Energy 
common stock and Duke Energy common stock for the three-year, two-year, one-year, 180-calendar-day, -IO-trading-day, 30-tradmg-day, 20- 
trading-day, 1 0-trading-day, 5-trading day periods ended January 5,201 1, and derived the historical exchange ratio reference range over such 
periods. The following table presents the implied exchange ratios during the periods covered and as of January 5,201 1, as compared to the 
exchange ratio in the merger agreement o f  2.6125~: 

Historical Period 
January 5,2011 
5 Trading Days 
10 Tradmg Days 
20 Tradmg Days 
30 Tradmg Days 
40 Tradmg Days 
180 Calendar Days 
LTM 
2 Years 
3 Years 

Implied Exchange Ratio 
2.4418~ 

Selected Comparable Company Ana~vsis. In order to assess how the public market values shares of similar publicly traded companies and to 
provide a range of relative implied equity values per share of Progress Energy common stock by reference to these companies whcli could then be 
used to calculate implied exchange ratio ranges, Barclays Capital reviewed and compared specific financial data relating to Progress Energy with 
selected companies tlmt Barclays Capital deemed comparable to Progress Energy: 

Consolidated Edison, h e .  

DominionResources, Inc. 

American Electric Power Company, Inc. 
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* SCANA Corporation 

The Southern Company 

TECO Energy, Inc. 

Xcel Energy Inc. 
~ 

In order to assess how the put.-- market values sl~ares of similar put .; traded companies and to provide a range of relative implied equity 
values per share of Duke Energy common stock by reference to these companies which could then be used to calculate implied exchange ratio 
ranges, Barclays Capital reviewed and compared specific financial data relating to Duke Energy with selected companies that Barclays Capital 
deemed comparable to Duke Energy: 

ConsolidatedEdison, Inc. 

Dominion Resources, Inc. 

Entergy Corporation 

NextEra Energy Inc. 

American Electric Power Company, Inc. 

SCANA Corporation 

* The Southern Company 

Xcel Energy Inc. 
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Barclays Capital calculated and compared various financial multiples and ratios of Progress Energy, Duke Energy and the selected 

-ent stock price to its projected earnings per share or EPS (commonly referred to as a price earnings ratio, or P/E), and each company’s 
:rprise value to its eamkgs before interest., taxes, 

obtained by adding its short and long-term debt to th on equity, the book value capital leases, the book 
value of any preferred stock, the book value of any minority interest and the present value of any off-balance sheet li s, and subtracting its 
cash and cash equivalents. All of these calculations were performed, and based on publicly available f i c i a l  data (including I/B/E/S) and closing 
prices, as of January 5,201 1, the last trading date, unaffected by any potential market leaks regarding the merger, prior to the delivery of Barclays 
Capital’s opinion 

comparable companies. As part of its selected comparable company analysis, Barclays Capital calculated and analyzed each company’s ratio of its 

ation and amortization, or EBITDA. The enterprise value of each company was 
the market value of its c 

Barclays Capital selected the comparable companies listed above because their businesses and operating profiles are reasonably similar to 
that of Progress Energy and Duke Energy, respectively. However, because of the inherent differences between the business, operations and 
prospects of Progress Energy, Duke Energy and those of their selected comparable companies, Barclays Capital believed that it was inappropriate 
to, and therefore did not rely solely on the quantitative results of its selected comparable company analysis. Accordmgly, Barclays Capital also 
made qualitative judgments concerning differences between the business, financial and operating characteristics and prospects of Progress Energy, 
Duke Energy and their selected comparable companies that could affect the public trading values of each in order to provide a context in which to 
consider the results of the quantitative analysis. These qualitative judgments related primarily to the differing sizes, growth prospects and degree of 
operational risk between Progress Energy, Duke Energy and their respective set of comparable companies included in the selected company 
analysis. 

Based upon these judgments, Barclays Capital applied the ratios derived from the comparable public companies to corresponding financial 
data as provided in the Progress Energy Projections and the Duke Energy Projections. Barclays Capital calculated a range of implied equity values 
per share of Progress Energy common stock and per share of Duke Energy common stock which were then used to calculate a range of implied 
exchange ratios. The following table reflects the results of this analysis, as compared to the exchange ratio in the merger agreement of 2.61 25x: 

Comparable Companies for Progress Energy: Selected Range 
Progress Energy 
Comparable Companies for Duke Energy: Selected Range 

:e Energy 

Rrm Value Lo EBITDA 
2011E 2012E 2011E 2012E 

Stock Price Lo EPS 

7 . 7 ~ - 8 . 7 ~  7 . 3 ~ - 8 . 3 ~  1 2 . 8 ~ - 1 3 . 8 ~  1 2 . 1 ~ - 1 3 . 1 ~  

F b n  Value to EBITDA 
Implied Exchange Ratio 1.91 621; - 2.6407~ 

http://m.sec.gov/Archives/edga.r/data/1326160/0001193 1251 1 107941/ds4a.htm[4/28/2011 850: 17 AM] 

http://m.sec.gov/Archives/edga.r/data/1326160/0001193


Amendment No. 2 to Form S-4 

Contribution Analysis. Barclays C iewed tlie estimated future financial information for Progress Energy and Duke Energy to 
e contribution to the combined company after the merger. Barclays Capital analyzed ss Energy’s and Duke 

Progress Energy’s and Duke Energy’s relative contribution to EBITDA less interesf net income and cash flow from operations less common 
__--idends and equity issuance for each of the years 201 1 though 201 4 based on tlie Progress Energy Projections and the Duke Energy Projections. 
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Based on the relative contributions of Progress Energy and Duke Energy to the combined company calculated in the contribution analysis, 
Barclays Capital determined a range of implied exchange ratios for Progress Energy common stock to Duke Energy common stock. The following 
table reflects the results of this analysis, as compared to the exchange ratio in the merger agreement of 2.61 25x: 

Implied Exchange Ratio Based on Relative 

2011E EBITDA Less Interest 
Contrlbutions to the Combined Company 

2.446% 
20lZE EBITDA Less Interest 2.404% 
2013E EBITDA Less Interest 2.6777~ 
2014E EBITDA st 2.7760~ 

2.2831~ 
2.413% 
2.4058~ 2013E Net Income 

2014E Net Income 2.438% 
2011E Cash Flow From 

less common dividend 
equity issuance 2.4462~ 

less common dividends and 
equity issuance 2.404% 

less common dividends and 
equity issuance 2.6777~ 

less common dividends and 
equity issuance 2.7760~ 

Average 2.5072~ 

20lZE Cash Flow From Operations 

2013E Cash Flow From Operations 

2014E Cash Flow From Operations 

Low-High Range 2.2331~ - 2.7760~ 

Pro Fomza Merger AnuZysis. Barclays Capital analyzed and considered the impact of the merger on (x) the estimated EPS of Progress Energy 
and Duke Energy for each of the years 2012 though 2014, using the Progress Energy Projections and the Duke Energy Projections, (y) the 
estimated EPS of Progress Energy and Duke Energy for each of the years 2012 through 201 4, using estimated EPS based on consensus I3pS 
estimates of I/B/E/S and (z)  the estimated dividend per share, or DPS, of Progress Energy and Duke Energy for each of the years 201 2 t l~ough 
2014, using tlie Progress Energy Projections and the Duke Energy Projections. Barclays Capital assumed, among other things, (i) that the 
transaction would close onDecember 31, 201 1, (ii) Progress Energy would reverse the annual $300 million share issuances througli its Dividend 
Reinvestment Plan to be issued in each of the years 201 2 througli 201 4, (iii) potential business cost benefits in the merger would be obtained in 
accordance with the Progress Energy Projections, (iv) incremental pension funding of $325 million from 201 2 through 201 5 and (v) after 
completion of the merger, the combined company will adopt Duke Energy’s existing dividend policy. Further, this analysis does not factor in any 
purclmse accounting assumptions and assumes that any premium to book value is accounted for by goodwill. 

Based on this analysis, the merger is expected to result in an increase in EPS and DPS of Progress Energy when compared to the Progress 
Energy Projections on a stand-alone basis in tlie years 201 2 through 2014 and when compared to Progress Energy’s I/13/E/S EPS and DPS 
estimates on a stand-alone basis in the years 201 2 through 201 4. Based on this analysis, the merger is expected to result in an increase in the EPS 
of Duke Energy when compared to the Duke Energy Projections on a stand-alone basis in the years 201 2 througli 2014 and when compared to 
Duke Energy’s I/B/E/S IEPS estimated on a stand-alone basis in the years 2012 through 201 4. 

Discounted Cash How Aiialysis. In order to estimate tlie present value of Progress Energy common stock and Duke Energy common stock, 
clays Capital performed a discounted cash flow analysis of Progress Energy 
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-1 Duke Energy. A discounted cash flow analysis is a traditional valuation methodology used to derive a valuation of an asset by calculating the 
.esent value” of estimated hture cash flows of the asset “Present value” refers to the current value of hture cash flows or amounts and is 

obtained by discounting those future cash flows or amounts by a discount rate that takes into account macroeconomic assumptions and estimates of 
risk, the opportunity cost of capital, expected returns and other appropriate factors. 

To calculate the estimated enterprise value of Progress Energy as of December 31,201 0 using the discounted cash flow method, Barclays 
Capital added (i) the present value of Progress Energy’s projected after-tax unlevered free cash flows for fical years 201 1 though 201 4 based on 
the Progress Energy Projections to the sum of (ii) the present value of the “terminal value” of Progress Energy as of December 31,201 4 and 

years 201 1 through 201 6 based on the Progress Energy Projections, which present values were discounted using a range of selected discount rates. 
The after-tax devered free cash flows were calculated by tax-affecting earnings before interest and tax expense and adding back depreciation and 
amortization, subtracting capital expenditures and adjusting for changes in working c a p i a  deferred taxes, except the Tax Credits, and other 
operating cash flows not reflected on tlie income statement. The residual value of Progress Energy at the end of the forecast period, or “terminal 
value,” was estimated by averaging the enterprise values calculated by (x) applying a range of terminal value multiples based on 201 1E EBITDA 
multiples of the companies in the selected comparable company analysis of 7 . 7 ~  to 8 . 7 ~  to an estimated 201 5 or terminal EBITDA, which was 
calculated by growing Progress Energy’s 201 4E mITDA from the Progress Energy Projections by the compounded annual EPS growth rate from 
the fiscal years ending 201 2 to 201 4 which were based on the Progress Energy Projections and (y) by applying a range of terminal value multiples 
based on 201 1E net income multiples of the companies in the selected comparable company analysis of 1 2 . 8 ~  to 1 3 . 8 ~  to an estimated 201 5 or 
terminal net income, which was calculated by growing Progress Energy’s 2014E net income from the Progress Energy Projections by the 
compounded annual EPS growth rate from the fiscal years ending 2012 to 201 4 which were based on the Progress Energy Projections and adding 
to it the net debt as of December 31, 2014 from the Progress Energy Projections. The range of after-tax discount rates of 5.86% to 6.86% was 
selected based on an analysis of the weighted average cost of capital of Progress Energy and its comparable companies. Barclays Capital then 
calculated a range of implied equity values per share of Progress Energy common stock by subtracting net debt as of September 30,201 0 from the 
estimated enterprise value wing the discounted cash flou7 method and dividing such amount by the number of issued and outstandmg shares of 
Progress Energy common stock. 

ent value of certain federal tax credits granted to Progress Energy under Section 45K of the Code (the “Tax Credits”) for the fiscal 

To calculate the estimated enterprise value of Duke Energy as of December 31, 201 0 using the discounted cash flow method, Barclays 
iital added (i) the present value of Duke Energy’s projected after-tax unlevered free cash flows for fiscal years 201 1 through 201 4 based on 
xe Energy Projections to (ii) the present value of the “terminal value” of Duke Energy as of December 31,201 4, which present vaIues were 

discounted using a range of selected discount rates. The after-tax unlevered free cash flows were calculated by tax-affecting earnings before 
interest and tax expense and adding back depreciation and amortization, subtracting capital expenditures and adjusting for clmiges in working 
capital, deferred taxes and other operating cash flows not reflected on the income statement. The residual value of Duke Energy at the end of the 
forecast period, or “terminal value,” was estimated by averaging the enterprise values calculated by (x) applying a range of terminal value 
multiples based on 201 1E EBITDA multiples of the companies in the selected comparable company analysis of 7 . 6 ~  to 8 . 6 ~  to a terminal EBITDA, 
which was the 201 5E EBITDA from the Duke Energy Projections and (y) applying a range of terminal value multiples based on 201 1 E net income 
multiples of the companies in the selected comparable company analysis of 1 2 . 4 ~  to 1 3 . 4 ~  to a terminal net income, which was the 201 5E net 
income from the Duke Energy Projections and ad- to it the net debt as of December 31,201 4 from the Duke Energy Projections. The range of 
after-tax discount rates of 6.01% to 7.01 % was selected based on an analysis of the weighted average cost of capital of Duke Energy and the 
comparable companies. Barclays Capital then calculated a range of implied equity values per share of Duke Energy common stock by subtracting 
estimated net debt as of September 30, 2010 from the estimated enterprise value using the discounted cash flow method and dividing such amount 
by the number of issued and outstanding shares of Duke Energy common stock. 
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Based on the range of implied equity values per share calculated in the Progress Energy discounted cash flow analysis and Duke Energy 
discounted cash flow analysis Barclays Capital calculated a range of implied exchange ratios for Progress Energy common stock to Duke Energy 
common stock. The following table reflects the results of this analysis as compared to the exchange ratio in tlie merger agreement of 2.61 25x: 

Discounted Cash Flow Analysis 
Implied Exchange Ratio 2.0203~ -3.0418~ 

Sum-of-tlze-Parts Analysis. Given the different natures of the businesses in wlich Progress Energy and Duke Energy participate, Barclays 
bapital also analyzed each company as the sum of its constituent businesses, or as the “sum-of-the-parts,’’ and performed a discounted cash flow 
analysis on each of its constituent operating business segments. For each company’s corporate segment Barclays Capital used comparable 
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companies’ analysis by applying various multiples to selected fmancial measures of the corporate segments based on the Progress Energy 
Projections and the Duke Energy Projections. 

Projected after-tax unlevered free cash flows for the operating business segments were calculated by tax-affecting earnings before interest 

-erred taxes and other operating cash flows not reflected on the income statement. The projected after-tax unlevered free cash flows and range of 
,-’ tax expense and adding back depreciation and amortization, subtracting capital expenditures and adjusting for changes in working capital, 

of December 31,2014), consistent with the discounted cash flow methodology described previously 
f December 31,2010 using a range of discount rates which along with the terminal EBITDA and net 

ere then discounted to 
ome multiples were 

selected by Barclays Capital based on Progress Energy and Duke Energy’s respective sets of comparable companies including comparable sets of 
gas liquid distribution companies, independent power producer companies, Latin America power companies and renewable energy companies. 

For the Progress Energy sum-of-the-parts analysis, Barclays Capital performed discounted cash flow analyses on the following business 
units with the noted assumptions and considerations. . JatedEntities. For each of the following Prog lity subsidiaries, Progress Energy Carolinas and Progress 

rgy Florida, which are utility businesses with tr and generation operations, Barclays Capital calculated the 
present enterprise values based on a selected terminal EBITDA multiple range of 7 . 7 ~  to 8 . 7 ~  and a terminal net income multiple range 
of 12.8~ to 13.8x, and the weighted average cost of capital of 5.86% to 6.86% all based on the selected set of cornparable companies for 
Progress Energy. 

Tax Credits. To value the cash flows derivedfrom the Progress Energy Tax Credit program, the Tax Credits for the fiscal years 201 1 
through 201 6 based on the Progress Energy Projections were discounted to December 31, 2010 at a weighted average cost of capital of 
5.86% to 6.86% based on an analysis of the weighted average cost of capital of Progress Energy and its set of cornparable companies. 

Corporate. For unallocated corporate-level expenses and other corporate items, Barclays Capital calculated an enterprise value for this 
segment by applying a range of multiples to the 201 1E EBITDA attributable to this segment based on the Progress Energy Projections. 
The EBITDA range used was 7 . 7 ~  to 8 . 7 ~ .  

Barclays Capital then calculated a range of implied equity values per share of Progress Energy common stock by subtracting estimated 
consolidated net debt as of September 30, 201 0 from the consolidated estimated enterprise value derived using the sum-of-the-parts 
discounted cash flow method and dividlng such amount by the number of issued and outstandmg shares of Progress Energy common 
stock. 

* 
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For the Duke Energy discounted cash flow analysis, Barclays Capital performed discounted cash flow analyses on the following business 

RegztlatedEntities. For each of the following Duke Energy regulated business units, Duke Energy Carolinas, Duke Energy Indiana, 
Duke Energy Ohio and Duke Energy Kentucky, Barclays Capital calculated the present enterprise values based on the following 
assumptions. For Duke Energy Carolinas and Duke Energy Indiana, which are utility businesses with transmission, distribution and 
generation operations, the terminal EBITDA multiple range used was 7.7, to 8.7x, the terminal net income multiple range used was 
1 2 . 8 ~  to 13.8, and the weighted average cost of capital was 5.86% to 6.86% all based on the selected set of comparable companies for 
Progress Energy as opposed to the more integrated regulated and non regulated set of cornparable companies selected for Duke Energy. 
For Duke Energy Ohio, which is a utility business with electric transmission, distribution and generation operations as well as natural 
gas distribution operations, the terminal EBITDA multiple range used was 7.8, to 8.8x, the terminal net income multiple range used 
was 14.0~ to 1 5 . 0 ~  and the weighted average cost of capital was 5.86% to 6.86% all based on the average of comparable companies for 
Progress Energy and selected Gas LDC companies. For Duke Energy Kentucky, which is a utility business with electric transmission, 
distribution and generation operations as well as natural gas distribution operations, the terminal EBITDA multiple range used was 7 . 8 ~  
to 8.8x, the terminal net income multiple range used was 13.5~ to 14.5, and the weighted average cost of capital was 5.86% to 6.86% 
all based on an average of the set of comparable companies for Progress Energy and selected gas liquid distribution companies. 

Duke Midwest Gemration For Duke Energy’s unregulated business unit Duke Midwest Generation, Barclays Capital calculated the 
present enterprise values based on a selected terminal EBITDA multiple range of 7 . 6 ~  to 8 . 6 ~  and the weighted average cost of capital 
of 8.20% to 9.20% all based ona selected set of comparable independent power producer companies. 

Duke Energy International. For Duke Energy’s international business uni6 Duke Energy International, Barclays Capital calculated the 
present enterprise values based on a selected terminal EBITDA multiple range of 6 . 5 ~  to 7 . 5 ~  and the weighted average cost of capital 
of 8.77% to 9.77% all based on a selected set of comparable Latin American power companies. 

Duke Eilergy Generation. For Duke Energy’s primarily renewable energy business unit Duke Energy Generation, Barclays Capital 
calculated the present enterprise values based on a selected terminal EBITDA multiple range of 8Sx to 9 . 5 ~  and the weighted average 

units with the noted assumptions and considerations. 
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cost of capital was 7.37% to 8.37% all based on a selected set of cornparable renewable energy companies. 

Corporate. For unallocated corporate-level expenses and other corporate items, Barclays Capital calculated a value for this segment by 
applying a range of multiples to the 201 1E EBITDA attributable to this segment based on the Duke Energy Projections. The EBITDA 
range used was 7 . 6 ~  to 8 . 6 ~  based on the selected set of comparable companies for Duke Energy. 

~ 

BarcIays Capital then Calculated a range of implied equity values per share of Duke Energy common stock by subtracting estimated 
consolidatednet debt as of September 30,2010 from the consolidated estimated enterprise value derived using the sum-of-the-parts discounted 
cash flow method and dividing such amount by the number of issued and outstandmg shares of Duke Energy common stock. 

Based on the range of implied equity values per slwe calculated in the Progress Energy sum-of-the-parts analysis and the Duke Energy sum- 
of-the-parts analysis Barclays Capital calculated a range of implied exchange ratios for Progress Energy common stock to Duke Energy common 
stock. The following table reflects the results of this analysis as compared to the exchange ratio in the merger agreement of 2.61 25x: 

Implied Exchange Ratio 
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52 Week LowHigh Analysis. Barclays Capital reviewed for informational purposes the 52-week low and 52-week high prices of Progress 
Energy common stock and Duke Energy common stock as of January 5,201 1 and calculated the implied exchange ratio by dividing the 52-week 
low price for the Progress Energy common stock by the 52-week high price for Duke Energy common stock for the low end of the range and 
dividmg the 52-week high price for Progress Energy common stock by the 52-week low price for Duke Energy common stock for the high end of 
the range. The following table reflects the results of the analysis, as compared to tlie exchange ratio in the merger agreement of 2.61 25x: 

52week Imv/H3@ 
Implied Exchange Ratio 1.9914~ - 2.9483~ 

Research Price Targets AizaZysix Barclays Capital considered publicly available research per share price targets for Progress Energy common 
k andDuke Energy common stock provided by equity research fms and calculated the implied exchange ratio range by dividing the lowest 

p c e  target for Progress Energy common stock by the highest price target for Duke Energy common stock for the low end of the range and 
dividmg the highest price target for Progress Energy common stock by the lowest price target for Duke Energy common stock for the high end of 
the range. The price targets published by the equity research fms  do not necessarily reflect current market trading prices for Progress Energy 
common stock andDuke Energy common stock and these estimates are subject to uncertainties, includmg the future financial performance of 
Progress Energy and Duke Energy and future financial market conditions. The following table reflects the results of the analysis, as compared to 
the exchange ratio in the merger agreement of 2.6125~: 

R t s ~ c l t  Eslimates 
Implied Exchange Ratio 2.1053~ - 2.9375~ 

General. Barclays Capital is an internationally recognized investment bankrng fm and, as part of its investment bardung activities, is 
regularly engaged in the valuation of businesses and their securities in connection with mergers and acquisitions, investments for passive and 
control purposes, negotiated underwritmgs, competitive bids, secondary distributions of listed and unlisted securities, private placements and 
valuations for estate, corporate and other purposes. The Progress Energy board of directors selected Barclays Capital because of its familiarity with 
Progress Energy and its qualifications, reputation and experience in the valuation of businesses and securities in connection with mergers and 
acquisitions generally, as well as substantial experience in transactions comparable to the merger. 

Barclays Capital is acting as financial advisor to Progress Energy in connection with the merger. As compensation for its services in 
connection with the merger, Progress Energy paid Barclays Capital a fee of $5,000,000 upon the delivery of Barclays Capital's opinion. In addition, 
Progress Energy has agreed to reimburse Barclays Capital for its reasonable out-of-pocket expenses incurred in connection with the merger and to 
indemmfy Barclays Capital for certain liabilities that may arise out of its engagement by Progress Energy and the rendering of Barclays Capital's 
opinion Barclays Capital has performed various investment banking and financial services for Progress Energy and Duke Energy in the pasf and 
expects to perform such services for Progress Energy and Duke Energy in the future, and have received, and expect to receive, customary fees for 
such services. Specifically, in the past two years, Barclays Capital performed tlie following investment bankmg and financial services for Progress 
Energy and Duke Energy: (i) acted as joint lead arranger on the refmancing of Progress Energy's two principal operating companies' $750 million 
revolving credit fac 

.ember 2009, (iii) acted as co-manager on a 7.05% $750 million notes offering for Progress Energy in March 2009, (iv) acted as joint book- 
Aier on a 4.30% $450 million fist  mortgage bond offering for a wholly-owned subsidiary of Duke Energy in June 2010, (v) acted as joint book- 

runner on a 2.10% $250 million first mortgage bond offering for a wholly-owned subsidiary of Duke Energy in December 2009, (vi) acted as joint 
book-mer  on a 5.45% $450 million first mortgage bond offering for a wholly-owned subsidiary of Duke Energy in March 2009, (vii) acted as 

s, each in March 2010, (ii) acted as joint book-runner on a 6.00% $950 million notes offering for Progress Energy in 
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joint book-mer  on a 6.45% $450 million fmt mortgage bond offering for a wholly-owned subsidiary of Duke Energy in March 2009, 
(viii) provided strategic 
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advisory services to Duke Energy and (ix) engaged in various hedging, derivative and other risk management transactions for both Progress 
Energy and Duke Energy. Progress Energy and its affiliates paid aggregate fees of approximately $5 million to Barclays Capital and its affdiates 
during the two years preceding the date of Barclays Capital’s opinion 

Barclays Capital and its affiliates engage in a wide range of busine 
management and other financial and non-financial services. In the ordina 
actively trade and effective transactions in the equity, debt andlor other 
(including loans and other obligations) of Progress Energy and Duke Energy for its own account and for the accounts of its customers and, 
accordingly, may at any time hold long or short positions and investments in such securities and financial instruments. 

anking, lending, asset 
pita1 and affiliates may 
and financial instruments 

Interests of Directors and Executive Officers in the Merger 

Interests of Directors and Executive Officers of Duke Energy in the Merger 

In considering the recommendation of the Duke Energy board of directors that you vote to approve the reverse stock split proposal, the share 
issuance proposal and the Duke Energy adjournment proposal, you should be aware that some of Duke Energy’s directors and executive officers 
have financial interests in the merger that may be different from, or in addition to, those of Duke Energy shareholders g rally. The board of 
directors of Duke Energy was aware of and considered these potential interests, among other matters, in evaluating and negotiating the merger 
agreement and the merger, in approving the merger agreement, and in recommendmg the approval of the reverse stock split proposal, the share 
issuance proposal and the Duke Energy adjournment proposal. 

The merger agreement provides that, during any rolling twelve-month period following the date of execution of the merger agreement, Duke 
Energy may grant discretionary bonus awards to employees (including executive officers) in the form of cash or otherwise, in addition to other 

ments made in the ordinary course of business consistent with past practice, with an aggregate value not in excess of $20 million. 

The merger agreement provides that, during any rolling twelve-month period following the date of execution of the merger agreement, Duke 
Energy may establish retention and/or project specific bonus plans that (in the aggregate over all such plans) provide for payments to employees 
not in excess of $1 5 million. 

Following completion of the merger, all 11 members of the Duke Energy board of directors are expected to continue to be directors of Duke 
Energy and certain executive officers of Duke Energy are expected to continue to be executive officers of Duke Energy, as further described under 
‘‘Continuing Board and Management Positions” on page [-I. 

Upon the completion of the merger, Mr. Rogers will become executive chairman of the Duke Energy board of directors, subject to his ability 
and wilhgness to serve. In connection with the execution of the merger agreement, Duke Energy, Diamond Acquisition Corporation and 
Mr. Rogers executed a term sheet pursuant to which the parties agreed to amend Mr. Rogers’ existing emplo,ment agreement in certain respects to 
reflect the merger agreement and to be effective at the time the merger is completed The term sheet provides that the amended employment 
agreement will be effective until the later of December 31,201 3 and the second anniversary of the completion of the merger, that Mr. Rogers will 
not have the right to terminate employment for “good reason’’ as a result of the change in duties and responsib es and that Mr. Rogers’ current 
compensation and benefits will be maintained through December 31,2013 and may be amended at that time by the Compensation Committee of 
the Duke Energy board of directors to specify the compensation payable to Mr. Rogers if he remains executive chairman of the Duke Energy board 
of directors after December 31,201 3. 
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Interests of Directors and Executive Officers of Progress Energy in the Merger 

In considering the recommendation of the Progress Energy board of directors that you vote to approve the merger proposal and the Progress 
rgy adjournment proposal, you should be aware that Progress Energy’s directors and executive officers have financial interests in the merger 

ulat may be different from, or in addition to, those of Progress Energy’s slmreholders generally. The board of directors of Progress Energy was 
aware of aid considered these potential interests, among other matters, in evaluating andnegotiating the merger agreement and the merger, in 
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adopting the merger agreement and in recommendmg the approval of the merger proposal and the Progress Energy adjournment proposal. 

Continuing Service. The merger agreement provides that, following completion of the merger, the combined company’s board of directors 
will include seven directors designated by Progress Energy (after consultation with Duke Energy). Subsequent to the date the merger agreement 

-* executed, Mr. Johnson, John D. Baker II, Harris E. DeLoach, Jr., James B. Hyler, Jr., E. Marie McKee, Carlos A. Saladrigas and Theresa M. 
ne were named by the Progress Energy board of directors to serve on the combined company’s board of directors. Mr. Johnson, the current 

chairman, president and chief executive officer of Progress Energy, will serve as the president and chief executive officer of Duke Energy upon the 
completion of the merger, subject to his ability and willlngness to serve. We also expect Mr. Lyash, the current executive vice president for energy 
supply of Progress Energy, to lead energy supply of Duke Energy, Mr, McArthur, the current executive vice president, general counsel and 
corporate secretary of Progress Energy, to lead regulated s of Duke Energy, Mr. Mulheiq the current senior vice president and chief 
financial officer of Progress Energy, to serve as the chief administrative officer of Duke Energy, and Mr. Yates, the president and chief executive 
officer of PEC, to lead customer operations of Duke Energy. The employment agreements of each of these executive officers, other than 

I 

will continue in full force and effect after completion of the merger. See “--Continuing Board and Management Positions” beginning 

Discretionaiy Bonuses and Bonus Plans. The merger agreement provides that, chuing any rolllng twelvemonth period following the date of 
execution of the merger agreement, Progress Energy may grant discretiormy bonus awards to employees in the form of cash or otherwise, or 
establish retention and/or project specific bonus plans, in addition to other payments made in the or- course of business consistent with past 
practice, with an aggregate value of no more than $20 million. See “--Continuing Board and Management Positions” beginning on page [-I. 

Equity Compemation Awards. Any outstanding Progress Energy equity awards, including options, restricted stock, restricted stock units, 
phantom shares and performance slmres will be converted into Duke Energy equity awards, with generally the same terms and conditions, 
includmg vesting, as described under the heading “- Effect on Awards Outstanding Under Progress Energy Stock Plans” beginning on page [-I. 

EmploymentAgreement between Duke Energy and William D. Johmon. Upon the completion of the merger, Mr. Johnson, the chairman, 
president and chief executive officer of Progress Energy, will become president and chief executive officer of Duke Energy. In connection with the 
execution of the merger agreement, Duke Energy, Diamond Acquisition Corporation and Mr. Johnson executed a term sheet in which the parties 
agreed to enter into a new employment agreement Mr. Johnson’s term sheet provides that the employment agreement will be effective upon 
completion of the merger and will be substantially similar to the form of the employment agreement for the current chief executive officer of Duke 
Energy, other than as follows. The term sheet provides for a three-year term of employment commencing upon completion of tlie merger. 

on will receive an annual base salary of $1,100,000 and will be eligible to participate in Duke Energy’s incentive plans, includmg the 
y short-term incentive plan at a target opportunity of 125% and the Duke Energy long-term incentive plan at a target opportunity of 

%. Mr. Jolmson will be entitled to employee benefits as determined by the compensation committee of the Duke Energy board of directors 
&om time to time. The compensation committee of the Duke Energy board of directors reserves the discretion to increase Mr. Johnson’s 
compensation to appropriately reflect any changes in compensation benchmarking data as a result of any delay between the date of the term sheet 
and the effective time of the merger. Any such increase will take into account the compensation 
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provided to chief executive officers at companies similar to Duke Energy. If Mr. Johnson’s employment is involuntady terminated without 
“cause” or he resigns for “good reason” on or prior to the second anniversary of, the completion of the merger, he will be entitled to severance 
equal to the benefits provided under the Progress Energy Management Change-In-Control Plan, or Progress Energy CIC Plan, except that no tax 
gross-up will be provided If his employment is involuntarily terminated without “cause” or he resigns for “good reason” following the second 
anniversary of, but prior to the third anniversary of, the completion of the merger, he will be entitled to the severance benefits provided under his 
current employment agreement with Progress Energy. For purposes of determining whether Mr. Johnson has “‘good reason” to resign or a 
“constructive termination” has occurred, his required relocation to Charlotte, North Carolina, any changes to his positions, duties and 
responsibilities in connection with his acceptance of the new position with Duke Energy and any changes to his total incentive compensation 
opportUn;ty following the merger under all applicable incentive plans, in each case as provided in his term sheet, will be disregarded. 

Management Change-in-Control BeneJits.. Executive officers of Progress Energy will not receive any compensation solely on account of the 
completion of the merger. As described above, outstanding options to purchase shares of Progress Energy common stock and outstandmg awards 
of restricted stock, restricted stock Units and performance shares will be converted into Duke Energy common stock options and other awards that 
will remain subject to tlie original vesting requirements under tlie applicable Progress Energy plan, Le., the vesting of the options and other awards 
will not be accelerated on account of the completion of the merger. 

The outstanding annual incentive awards of executive officers of Progress Energy also will remain subject to the original vesting 
- iuirements and will remain subject to performance criteria. As soon as practicable after the completion of the merger, the compensation 
committee of the Duke Energy board of directors will adjust the original performance criteria for such awards as it determines is appropriate and 
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equitable to reflect the merger, Progress Energy’s performance prior to completion of the merger and the performance criteria of awards made to 
similarly situated Duke Energy employees. 

Executive officers will not receive additional compensation or benefits under their employment agreements or the Progress Energy CIC Plan 
L ~ l y  on account of the completion of the merger. Executive offcers will be entitled to severance benefits under the Progress Energy CIC Plan if 

E employment is terminated without “cause” or they resign with “good reason” within 24 months after completion of the merger. The eligibility 
of certain Progress Energy executive officers to receive the Progress Energy CIC Plan benefits is limited by the following: 

on, Yates, Lyash, McArthur 
tlie merger. Thus, we do no es’ employment will be te 

completion of the merger. 

Mr. Johnson has waived his riglit to resign with “good reason,” and receive Progress Energy CIC Plan benefits or to assert a 
“constructive termination” under his existing employment on account of (a) his required relocation to Charlotte, North 
Carolina, (b) any changes to his positions, duties and resp in connection with his acceptance of the new position with Duke 
Energy or (c) any changes to his total incentive compensation opporhurity under all applicable incentive plans following the merger, in 
each case as provided in his term sheet. Thus, Mr. Johnson cannot claim entitlem 
location of his principal offce, any changes to his positions, duties and responsib 
position with Duke Energy or changes to his total incentive compensation opportunity under all applicable incentive plans. In addition, 
as discussed above, Mr. Johnson’s term sheet specifies that following the Completion of the merger he will not be eligible for a tax 
gross-up on any severance payment he receives. Other than as specified above, Mr. Johnson will retain his right to claim “good reason” 
to resign under the Progress Energy CIC Plan. 

Each of Messrs. Yates, Lyash, McArthur and Mulhem has entered into a letter agreement with Duke Energy to waive the right to resign 
with “good reason,” and receive the Progress Energy CIC Plan 

* 

se benefits because of the clmge in the 
with his acceptance of the new 
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benefits or to assert a “constructive termination” under the executive’s e 
to Charlotte, North Carolina, (b) a change in his position, duties or respo 
position with Duke Energy or (c) a reduction in his total incentive compens 
Energy’s incentive compensation plans (providedthat his target incentive compensation opportunity is substantially similar to that of 
similarly situated Duke Energy executives). Thus, Messrs. Yates, Lyash, McArthur and Mulliem cannot claim entitlement to Progress 
Energy CIC Plan benefits or severance benefits under such officer’s employment agreements upon a resignation following the merger 
for any of these reasons. 

reement, on account of (a) a required relocation 

though each of tlie named executive officers has waived sigruficant rights to payment upon termination following the completion of the 
the executives will retain rights to payment upon termination under other specific circumstances. Each of Messrs. Mulhem, Lyash, Yates 

and McArthur will still have the right to resign for “good reason” under the Progress Energy CIC Plan or to assert a “constructive termination” 
under his employment agreement on account of (i) the relocation of such officer to a location other than Charlotte, North Carolina, (ii) a change in 
such executive officer’s position, duties or responsibilities not in connection with his acceptance of the new position with Duke Energy or 
(iii) solely with respect to a resignation for “good reason” under the Progress Energy CIC Plan, a reduction in such executive officer’s incentive 
Compensation opportunify such that his or her target incentive compensation opportunity is not substantially similar to that of similarly situated 
executives of Duke Energy or if such reduction is in addition to any changes related to becoming a participant in Duke Energy’s incentive 
compensation plans following tlie completion of the merger. In the event that the executive officer’s employment is involuntarily terminated 
without “cause” or the named executive officer terminates his employment for “good reason’’ (as each term is defied in the Progress Energy CIC 
Plan, as modified by the waivers described above) within twenty-four months after completion of the merger, the executive officer will be entitled 
to the following benefits(’): 

Eligible Positions 

Cash Severancefz) 

Tier I Tier I1 

Chief Executive Officer, 
Chief Operating Officer, 
Presidents and Executive 
Vice Presidents 

300% of base salary and annual incentive 

Senior Vice Presidents 

200% of base salary and armual 
incentive 

aealth &. Welfare Coverage Period Coverage up to 36 months Coverage up to 24 months 
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Gross-ups 

Annual Incentive under Progress Energy 

Full gross-up of excise tax Conditional gross-up of excise tax 

Participant is entitled to 100% of target incentive if employment is terminated within 
coverage period after change in control. Management Incentive Compensation Plan 

, ~ itricted Stock 

Performance Shares 

Restrictions are fully waived on all outstan& grants to participant if employment is 

a c q w g  company in which case they would vest at 

Participant’s outstanding awards vest (at the target level) as of the termination date (unless 
outstanding awards are not assumed by the acquiring company in which case they would 
vest at change in control). 

d during coverage period (unless outstan- 
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Tier I Tier I1 

Participant’s unvested awards if assumed by acquiring company would vest according to Stock Options 
their normal schedule; otherwise the awards would vest if employment is terminated during 
coverage period after the change in control (there are no unvested stock option awards 
currently outstanding). 

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

Participant entitled to payment of accrued benefits in all accrued nonqualified deferred 
compensation plans. 

Supplemental Senior Executive Retirement Plan 
( S m )  

Deferred Compensation 

(1) Benefits payable under the Progress Energy CIC Plan will be paid in lieu of any benefits payable under the relevant executive’s employment 
agreement. As such, only benefits available under the Progress Energy CIC Plan are set forth in the table. 

e of annual base salary and the greater of tlie average of the h severance payment will be equal to the sum of the applicable p 
’s annual incentive award for the three years immediately prec participant’s employment termination date, or the 

participant’s target annml incentive award for the year the participant’s employment with the company terminates. 

Based on compensation and benefits levels in effect on December 31, 201 0 and assuming that tlie merger is completed and that each 
executive experiences a qualifying termination of employment prior to 
Lyash, Yates and M 
and other benefits 
Progress Energy executive officers, as a group, will be entitled to receive 
amounts payable to our named executive officers in clauses (i) and (ii) above). Mr. Jolmon will be entitled to receive 2.99 times his then cwent 
annual base salary and the costs of continued coverage under certain health and welfare benefit plans pursuant to the Consolidated Omnibus Budget 
Reconciliation Act of 1985 for up to 18 months after termination of employment if his employment is terminated following the second anniversary 
but prior to the third anniversary of the completion of the merger, or approximately $2,984,782. The actual amouits payable will vary depending 
on, among other things, the timing of the completion of merger and any qualLfying termination, the amount of salary and bonuses being earned by 
the executives at that time and various other assumptions. 

of the merger, (i) Messrs. Mulheq 
$6,996,956 and $9,275,815 in cash 

ly $1 8,193,642 and (iG) the eleven 
aggregate (which includes the 

Indemnification and Iimrance. The merger agreement provides tlmt, following the completion of the merger, Progress Energy will indemnify 
and hold harmless each director or officer of Progress Energy, or any of its subsidiaries as of the time of the merger agreement or any person who 
becomes such a director or officer prior to the completion of the merger, against losses relating to such role to the fullest extent permitted by law. 
Duke Energy will also maintain tlie directors’ and officers’ liability (and fiduciary) insurance policies maintained by Progress Energy as of the time 
of the merger agreement for six years following the completion of the merger, subject to certain limitations on the amount of premiums payable 
under suchpolicies. See “-Indemnification andhurance” beginning on page [-I. 

ERP. On the date the merger agreement was executed, the Amended and Restated Supplemental Senior Executive Retirement Plan of 
Progress Energy, Inc., or SERP, provided that an executive is eligible to participate in the SERP after serving three years as a Senior Vice President 
or above and after completing ten years of service with Progress Energy and its affiliates. All of Progress Energy’s executive officers, other than 
Mr. McArthur, satisfied the SERP eligibility requirements before the date the merger agreement was executed. The merger agreement requires 
Progress Energy to amend the SERP to provide that participation in the SERP will be limited to the ten members of the Progress Energy Senior 
3 “magement Committee on tlie date the merger agreement was executed Accordmgly, on March 16,201 1, the Progress Energy board of directors 

nded the 
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to provide that no individual, other th 
ent was executed, may be eligible to p 

nergy Senior Management Comm’ 
fy that all service with Progress E its affiliates, including 

Duke Energy and its affiiiates after completion of the merger, by the ten members of the Progress Energy Senior Management Committee on the 
erger agreement was executed, will be treated as service as a Senior Vice President or above for purposes of m e e m  the SERP’s 

I’ Interests. One member of the board of directors of Progress Energy is an employee 
Duke Energy with respect to the merger. Such member has informed the board of dir at he did not have any 

involvement in J.P. Morgan’s engagement with Duke Energy in connection with the merger, and that his compensation would not be directly 
related to that engagement. 

Continuing Board and Management Positions 

The merger agreement provides that Duke Energy will increase the size of its board of directors to 18 directors upon completion of the 
merger. The board will consist of 1 1 directors designated by Duke Energy and seven directors designated by Progress Energy. Duke Energy 
expects that each of its 11 current directors will continue serving on the Duke Energy board upon the completion of the merger, subject in each case 
to such director’s ability and wilhgness to serve. Progress Energy expects tlmt the following current members of its board of directors will serve 
on the board of directors of Duke Energy, subject to such individuals’ ability and willqness to serve: Mr. Johnson, Jolm D. Baker II, Harris E. 
DeLoaclh Jr., James B. Hyler, Jr. Stone. Standmg committees of the board of directors of 
Duke Energy will consist of Duk on of a Regulatory Policy and Operations Committee. At 
least one individual designated by Progress Energy will serve on each committee upon completion of the merger. Duke Energy and Progress 
Energy agreed that in determining committee assignments, Duke Energy will take into account, among other things, the skills and expertise of the 
directors, the needs of the committees, and the goal that committee workloads be distributed reasonably among the 111 Duke Energy board of 
directors. The merger agreement provides that Progress Energy will designate the chairs of the Compensation Committee and the Audit Committee 
and Duke Energy will designate the chairs of each ch case following reasonable consultation with 
the other party and subject to such individuals’ ability esignate an individual to serve as the lead 
independent director of Duke Energy, following reasonable consultation with Progress Energy and subject to such individual’s ability and 

ingness to serve. Duke Energy has also agreed, prior to the completion of the merger, to amend its Principles for Corporate Governance to 
I Jvide that the normal retirement date for directors will be the annual shareholders meeting held in the calendar year following the calendar year 
in which such director reaches the age of 71. 

f the Duke Energy 
ss to serve. Duke E 

If any director designated by Duke Energy or Progress Energy is unable or unwilling to serve as a director, lead director, or committee chair 
of Duke Energy as of the completion of the merger, the merger agreement provides that the party that designated such individual will designate a 
replacement, following reasonable consultation with the other party. Any replacement for the lead director position as of the completion of the 
merger will be from among the individuals designated by Duke Energy to serve on the Duke Energy board after the completion of the merger. 

The merger agreement provides that Mr. Johnson will serve as the president and chief executive officer of Duke Energy and Mr. Rogers will 
serve as the executive chairman of the board of directors of Duke Energy, in each case as of the completion of the merger and subject to such 
individual’s ability and willingness to serve. In the event either Mr. Johnson or Mr. Rogers is unable or unwilhg to serve in such capacity, the 
parties agreed in the merger agreement to confer and mutually designate a replacement. In addition to the duties of the chairman of the board of 
directors attendant to such position set fortli in the by-laws of Duke Energy, Mr. Rogers will have responsibility for supportkg the selection of new 
members of the board of directors of Duke Energy, assisting in 
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setting the agenda for the board of directors of Duke Ehergy, playing an active role in national and state govemrnental relations in coordination 
with the chief executive officer, providmg input on public policy decisions, acting as the spokesman on certain public policy initiatives, incIudmg 
national and international policy and global initiatives, providuy: input on the selection of the executive management team and representing the 
board of directors of Duke Energy to the public. In his capacity as president and chief executive officer, Mr. Johnson will have all duties customary 
to such position, including developing the strategic plan for Duke Energy, developing and communicating the vision and mission for Duke Energy, 

-eloping public policy positions for Duke Energy, selecting the executive management team with the input of the executive chairman, 
sloping an annual budget for approval by the Duke Energy board of directors, driving the strategic f m c i a l  and operational results of Duke 

Energy and representing Duke Energy to the public and investors. 

http://www.sec.gov/Archives/edg~/&ta/1326160/000119312511107941/ds4a.htm[4/28/2011 850: 17 AM] 



Amendment No. 2 to Form S-4 

We expect tlie following individuals to be the senior officers of Duke Energy upon completion of the merger, subject to such individuals’ 
ability and willingness to serve: 

Lynn J. Good, currently group execdve and chief Cmancial officer of Duke Energy, will continue as chief f m c i a l  officer; 

Dhiaa M. Jamil, currently group executive, chief generation officer and chief nuclear officer of Duke Energy, will lead nuclear 
generation; 

Jeffrey J. Lyash, currently executive vice president of energy supply of Progress Energy, will lead energy supply; 

Marc E. Manly, currently group executive, chief legal officer and corporate secretary of Duke Energy, will be general counsel and 
corporate secretary; 

John R. McArthur, currently executive vice president, general counsel and corporate secretary of Progress Energy, will lead regulated 

Mark F. Mulhem, currently senior vice president and chief f m c i a l  officer of Progress Energy, will be chief administrative officer; 

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

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

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

~ 

0 

0 

* 

If any of the foregoing individuals is unable or unwilling to serve in such officer positions, Duke Energy and Progress Energy agreed in the 
merger agreement that they will confer and mutually appoint other individuals to serve in such officer positions. 

Indemnification and Insurance 

The merger agreement provides that, following the completion of the merger, Progress Energy will indemIvfy and hold harmless each 
director or officer of Progress Energy, or any its subsidiaries as of tlie time of the merger agreement or any person who becomes such a director or 
officer prior to the completion of the merger, against losses relating to such role to the fullest extent permitted by law. Duke Energy will also 
maintain the directors’ and officers’ liability (and fiduciary) insurance policies maintained by Progress Energy as of the time of the merger 
agreement for six years following the completion of the merger, subject to certain limitations on the amount of-premiums payable under such 
policies. In lieu of such insurance, Progress Energy may, prior to the completion of the merger, purchase a prepaid “tail” directors’ and officers’ 

’ility (and fiduciary) insurance policy for Progress Energy and its current and former directors and officers who are currently covered by the 
dity (and fiduciary) insurance coverage currently maintained by Progress Energy on terms and conditions no less advantageous to such directors 

and officers, subject to certain limitations on the cost of such “tail“ policy. 
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Listing of Duke Energy Common Stock 

former holders of Progress Energy common stock in the merger to be approved for listing on the NYSE, subject to official notice of issuance, as 
promptly as practicable after the date of the merger agreement and in any event prior to the completion of the merger. 

Duke Energy agreed in the merger agreement to use its reasonable best efforts to cause the shares of Duke Energy common stock issuable to 

Dividends 

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

After the merger, Duke Energy curredy expects to pay dividends in an amount consistent with the dividend policy of Duke Energy in effect 
prior to the completion of the merger. The payment of dividends by Duke Energy, however, will be subject to approval and declaration by the 
Duke Energy board of directors and will depend on a variety of factors, including business, financial andregulatory considerations and the amount 
of dividends paid to it by its subsidiaries. See “Risk Factors-Duke Energy cannot assure you that it will be able to continue paying dividends at 
+% current rate.” For additional information on the treatment of dividends under the merger agreement, see “The Merger Agreement-Covenants of 

:e Energy and Progress Energy.” 

Material U.S. Federal Income Tar Consequences of tlie Merger 
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The following is a discussion of the material U.S. federal income tax consequences of the merger to U.S. holders (as defined below) who 
exchange their Progress Energy common stock for Duke Energy common stock in the merger. The discussion which follows is based onthe Code, 

of the date of this document, egulations issued under the Code, 

-orporation organized in or under the laws of the United States or any state thereof or the District of Columbia, or a trust over wlich a court within 
the United States is able to exercise primary supervision over the administration of the trust and one or more U.S. persons have the authority to 
control all substantial decisions of h e  trust (a “US. h 

accordance with 

income tax law, includq, without limitation: 

plies only to a U.S. holder who holds Progress Energy 

mutual funds; 
tax-exempt organizations; 

U.S. expatriates; 

fmancial institutions or insurance companies; 

real estate investment trusts or regulated investment companies; 

shareholders who are subject to alternative minimum tax; 

shareholders who are not citizens or residents of the United States; 
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pass-through entities or investors in such entities; 

dealers or brokers in securities or foreign currencies; 

shareholders who hold individual retirement or other tax-defenred accounts; 

traders in securities who elect to apply a mark-to-market method of accounting; 

shareholders who hold Progress Energy common stock as part of a hedge, appreciated f m c i a l  position, straddle, constructive sale or 
conversion transaction; or 

shareholders who acquired their shares of Progress Energy common stock pursuant to the exercise of employee stock options or 
otherwise as compensation. 

* 

In addition, tax consequences under state, local and foreign laws or under U.S. federal laws other tlian U.S. federal income tax laws are not 
addressed in this document. 

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

It is a condition to the obligation of Progress Energy to complete the merger that Progress Energy receive a written opinion from Hunton & 
Williams LLP, counsel to Progress Energy, dated as of the closing date, to the effect that the merger will qualify as a “reorganization” under 
Section 36X(a) of the Code. The condition relating to that opinion is not waivable by Progress Energy after receipt of the Progress Energy 
shareholder approval unless further shareholder approval is obtained with appropriate disclosure. It is a condition to the obligation of Duke Energy 
to effect the merger that Duke Energy receive a written opinion from Wachtell, Lipton, Rosen & Katz, counsel to Duke Energy, dated as of the 
closing date, to the effect that the merger will qualify as a “reorganization” under Section 36X(a) of the Code. The condition relating to that opinion 
is not waivable by Duke Energy after receipt of the Duke Energy shareholder approval unless further shareholder approval is obtained with 
appropriate disclosure. Neither Progress Energy nor Duke Energy intends to waive their closing condition. In addition, in connection with the 
effective registration statement, each of Hunton & Williams LLP and Wachtell, Lipton, Roseii SL Katz will deliver an opinion to Progress Energy 
and Duke Ehergy, respectively, to the same effect as the opinions described above and to the effect that a U.S. holder of Progress Energy common 
stock whose shares of Progress Energy common stock are converted into the right to receive shares of Duke Energy common stock in the merger 
venerally will not recognize gain or loss, except to the extent of cash, if any, received in lieu of a fractional share of Duke Energy common stock. 

.,& and law and the completion of the merger in the manner contemplated by the merger agreement and representations contained in 
representation letters of officers of Duke Energy, Progress Energy and Merger Sub. If any of those assumptions, representations or covenants is 

opinions will rely on assumptions, representations and covenants, which may include assumptions regarding the absence of changes in existing 
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, counsel may be unable to render the required opinion and tlie tax consequences of the merger could differ from those discussed here. An 
f counsel represents counsel’s best legal judgment and is not bindmg on the Internal Revenue Service, which we refer to as the IRS, or 

any court, nor does it preclude the IRS from adopting a contrary position. No ruling has been or will be sought from the IRS onthe US. federal 
income tax consequences of the merger. 

As a result of the merger quallfying as a “reorganization” w i h  the meaning of Section 368(a) of the Code, for U.S. federal income tax 
purposes, in general: 

common stock are converted into the right to rec 
ved in lieu of a fra to the extent of cash, if any, 

stock; 

a US. holder’s aggregate tax basis in shares of Duke Energy common stock received in the merger, includmg any fractional share 
interests deemed received and exchanged as described below will equal the aggregate tax basis of the Progress Energy common stock 
converted into the right to receive shares of Duke Energy common stock; 

* 

113 

Table of Contents 

a U.S. holder’s holding period for shares of Duke Energy common stock received in the merger will include the U.S. holder’s holding 
period for the shares of Progress Energy common stock converted into the right to receive shares of Duke Energy common stock; and 

a U.S. holder who receives cash in lieu of a fractional share of Duke Energy common stock in the merger will be treated as having 
received a fractional share in the merger and then as having received the cash in exchange for the fractional share and should generally 
recognize capital gain or loss equal to the difference betw eived in lieu of the fractional share and the U.S. 
holder’s tax basis allocable to such fractional share. Any a long-term capital gain or loss if the Progress 
Energy common stock converted into the right to receive the fractional share of Duke Energy common stock was held for more than 
one year at the time of the merger. 

the amount of the c 
capital gain or loss 

US. holders who hold their Progress Energy common stock with differing bases or holding periods should consult their tax advisors with 
x d  to identlfying the bases or holdmg periods of tlie particular shares of Duke Energy common stock received in the merger. 

Information Reporting and Backup Withholding 

U.S. holders may be subject to information reporting and backup withholding on any cash payments they receive in the merger. U.S. holders 
generally will not be subject to backup withholding, however, ifthey: 

furnish a correct taxpayer identification number, certify that they are not subject to backup withliolding on the substitute Form W-9 or 
successor form included in the letter of transmittal that they receive and otherwise comply with all the applicable requirements of the 
backup withholdmg rules; or 

provide proof that they are otherwise exempt from backup withholding 

Any amounts withheld under the backup withholdmg rules generally will be allowed as a r e h d  or credit against a U.S. holder’s U.S. federal 
income tax liability, provided such U.S. holder timely furnishes the required information to the IRS. 

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

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

Legal Proceedings 

action lawsuits with ten lawsuits brought in the Superior C o w  Wake County, Nodi Carolina and one lawsuit filed in the United States District 
Court for the Eastern District of North Carolina, each in connection with the proposedmerger (we refer to tliese lawsuits as the “actions”). The 

-mplaints in the actions allege, among other things, that the merger ageement was the product of breaches of fiduciary duty by the individual 
mdants, in that it allegedly does not provide for N1 and fair value for Progress Energy’s shareholders; that the merger agreement contains 

coercive deal protection measures; and that the merger agreement and the merger were approved as a result, allegedly, of improper self-dealing by 
certain defendants who would receive certain alleged employment compensation benefits and continued employment pursuant to the merger 

Progress Energy, its directors, Duke Energy and Diamond Acquisition Corporation have been named as defendants in eleven purported class 
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agreement The complaints in the actions also allege tliat Progress Energy and/or Duke 
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Energy and/or Diamond Acquisition Corporation aided and abetted the individual defendants’ alleged breaches of fiduciary duty. Additionally, the 
complaint in the federal action was amended on April 6,201 1 to include allegations that the defendants violated federal securities laws in 
connection with statements contained in Duke Energy’s Registration Statement on Form S-4, filed with the SEC on March 17,201 1. As relief, tlie 
plaintiffs in the actions seek, among other fl ings,  to enjoin completion of the merger. The defendants believe that the allegations of the complaints 
in the actions are without merit and that they have substantial meritorious defenses to the claims made in the actions. On March 1 1,201 1, the 
plaintiff in one action, captioned DonaldE. Welzenbach v. ProgressEnergy, Inc., et al., 11-CVS-000660, and filed January 14, 2011, in the 
Superior Court, Wake County, North Carolina, filed a notice of voluntary dismissal with prejudice. By order dated March 30,201 1, the court 
vacated the dismissal and reinstated the case for failure to receive court approval before filrng this dismissal. 

In each of the actions, the parties have agreed that the defendants need not move, plead, or otherwise respond to the complaint until tliirty 
days after the plaintiff has filed an amended or consolidated amended complaint, or advised the defendants that it will not be filing such pleadings. 
The actions brought in tlie Superior Court, Wake County, North Carolina, bear the captions and filing dates listed immediately following this 
paragraph. These actions have all been designated as Complex Business Cases and assigned to the Nodi Carolina Business Court Three plaintiffs 
have filed motions to consolidate the actions, and the fmt plaintiff to file suit has moved to dismiss the subsequently fded actions on the grounds of 
abatement. Four plaintiffs have served defendants with discovery requests, and two have filed motions for expedited discovery. Defendants have 
filedpapers in opposition to the motions for expedited discovery and moved for a protective order relieving them of the obligation to respond to the 
discovery requests. In an order dated March 16, 201 1, tlie court in these cases stated that it had been informed that an agreement had been reached 
on the issues of lead plaintiff and lead counsel, and directed that a motion be submitted regarding these appointments. On March 22,201 1, thc 
plaintiffs submitted a consent motion designating Interim Lead Plaintiffs’ Counsel, Plaintiffs’ Counsel Executive Committee, and Co-Liaison 
Counsel. The court scheduled an initial hearing and status conference for March 31,201 1, which by order dated March 30,201 1, tlie court 
continued until M e r  notice. As of April 22,201 1, the court had not yet ruled on tlie pending motions. 

Lorraine Engel v. William D. Johnson, et al., 11-CVS-000646 (filed January 14, 201 1) 

Steplien Bushaiwky v. ProgressEiiergy, IIZC., et al., 11-CVS-000662 (filed January 14, 2011) 

DonaldE. Welzenbach v. ProgressEnergy, Inc., et al., 11-CVS-000660 (fled January 14,201 1) 

Pipefitters Local Union #537 Tnist Fun& v. William D. Johnson, et al., 11-CVS-000739 (filed January 18, 201 1) 

Richard Van Tassel1 v. Progress Energy, Inc., et at., 11 -CVS-O00804 (filed January 18, 201 1) 

David Thomas v. ProgressEnergy, Inc., et al., 11-CVS-000875 (filed January 20, 2011) 

Ethel Mitchell v. Progress Energy, Inc., et al., 11 -CVS-001226 (filed January 27, 201 1 ) 

Louisiana Municipal Police Employees’Retirement System v. William D. Johnson, et al., 11 -CVS-001339 (filed January 27, 201 1) 

Paul Bellibff v. William D. Jolirison, et at., 11-CVS-002000 (filed February 9,201 1) 

Harry Stecker v. ProgressEnergy, Inc., et al., 11-CVS-002302 (filed February 11,201 1) 

* 

0 

The action brought in the U.S. District Court for tlie Eastern District ofNorth Carolina bears the caption and filing date listed immediately 
following this paragraph The plaintiff in this action has served the defendants with discovery requests. On April 7, 201 1, the plaintiff filed an 
amended complaint that included the allegations of federal securities law violations mentioned above. Given the new allegations involung federal 
securities laws, the defendants intend to move, plead, or otherwise respond to the amended federal complaint consistent with the provisions of the 
Private Securities Litigation Reform Act, wlicli now governs the federal action. 

Noah W o ~ v .  William D. Johnson, et al., Case 5:ll -cv-00058-D (filed February 10, 201 1) 
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On March 31,201 1, counsel for Noah Wolf sent a derivative demand letter to Mr. Johnson demanding that the Progress Energy board of 
ctors desist from moving forward with the merger, make certain disclosures, and engage in an auction of the company. On March 31, 201 1, the 

same counsel sent Mr. Johnson a substantially identical derivative demand letter on behalf of purported Progress Energy shareholders Robert 
Egbert and Debra Egbert. 
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On April 13,201 1, counsel for Noah Wolf sent another derivative demand letter to Mr. Johnson further demandmg that the Progress Energy 
board of directors desist fiom moving forward witli the merger unless certain changes are made to the merger agreement and additional disclosures 
are made. On April 13, 201 1, the same counsel sent Mr. Johmon a substantially identical derivative demand letter on behalf of purported Progress 

,, - srgy shareholders Roger Egbert and Debra Egbert. 

Accounting Treatment 

method, which requires tlie determination of the acquirer, the acquisition date, the fair value of assets and liabilities of the acquiree and the 
measurement of goodwill. The accounting guidance for business combinations, referred to as ASC 805, provides tlmt in identifying the acquiring 
entity in a combination effected through an exchange of equity interests, all pertinent facts and circumstances must be considered, includmg: the 
relative voting rights of the shareholders d entity, tlie composition of the board of directors and senior 

ement of the combined 
combination, includmg paym 

Duke Energy prepares its f m c i a l  statements in accordance with GAAP. The merger will be accounted for by applying the acquisition 

constituent companies 
e size of each comp rms of tlie excliange 

Based on current Duke Energy board members representing a majority of the board of directors of the combined company, as well as the 
terms of the merger, with Progress Energy shareholders receiving a premium (as of the date preceding the merger announcement) over the fair 
market value of their shares on such date, Duke Energy is considered to be the acquirer of Progress E 
that Duke Energy will allocate the purchase price to the fair value of Progress Energy’s assets and li 
purchase price being recorded as goodwill. 

oses. This means 
te, with any excess 

Dissenters’ or Appraisal Rights of Progress Energy Shareholders 

rights as a result of the merger. 
Under the North Carolina Business Corporation Act, holders of Progress Energy common stock will not have any appraisal or dissenters’ 

Principal Corporate Offices 

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

’Tect on Awards Outstanding Under Progress Energy Stock Plans 

Treatment of Progress Energy Employee Stock Options. At the effective time of tlie merger, each option to purchase shares of Progress 
Energy common stock that was granted under the Progress Energy employee stock option plans and that is outstanding immediately prior to tlie 
effective time of the merger will be converted into an option to acquire a number of shares of Duke Energy common stock equal to the number of 
shares of Progress Energy common stock subject to the Progress Energy stock option immediately prior to the effective time of the merger 
multiplied by the exchange ratio, as adjusted to reflect the reverse stock s 
stock, at a price per share of Duke Energy common stock equal to the pri 
exchange ratio, as adjusted to reflect the reverse stock split, rounded up to the nearest cent Except as described in the precedmg sentence, the 

ed down to the nearest whole share of Duke 
e under such ergy stock option 
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converted stock option will continue to have the same terms and conditions, including vesting, as were applicable to such stock option prior to the 
effective time of the merger. 

Treatment @Progress Energy Restricted Stock. At tlie effective time of the merger, each award of restricted shares of Progress Energy 
common stock outstanding immediately prior to the effective time of the merger will be converted into an award of a number of restricted shares of 
Duke Energy common stock equal to the number of restricted shares of Progress Energy common stock multiplied by the exchange ratio, as 
adjusted to reflect the reverse stock split. The converted award otherwise will have the same terms and conditions as were applicable to such award 
of restricted shares of Progress Energy common stock prior to the effective time of the merger, including vestmg. 

Treatment of Progress Energy Restricted Stock Units andPlmntom Shares. At the effective time of the merger, each award of restricted stock 
‘ units and phantom shares of Progress Energy common stock will be converted into an award of restricted stock units of Duke Energy common 

stock equal to the number of restricted stock units or phantom s h e s ,  as the case may be, of Progress Energy common stock multiplied by the 
PYchange ratio, as adjusted to reflect the reverse stock split The converted award otherwise will have the same terms and conditions as were 

licable to restricted stock units or phantom shares, as the case may be, of Progress Energy common stock prior to the effective time of the 
luerger, including vesting. 
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atnient of Progress Energy P 
mmon stock will be assume 

ares. At the effective time of the merger, each award of 
d into an award of performance shares of Duke Energy 

e shares of Progress Energy common stock multiplied by the exchange ratio, as adjusted to reflect the reverse stock split. The 

men& will be made under the terms of such performance shares solely as a result of or in connection with the merger) and the Duke Energy 
r the effective time of the 

uerformance measurement period for performance shares of Duke Energy common stock issued upon conversion will remain open (such that no 

e measures of such performance shares as soon as practic 

made to similarly situated Duke Energy employees for the same or comparable performance cycle. Except as described in the preceding sentences, 
the converted performance shares will continue to have the same terms and conditions, includmg vesting, as were applicable to such performance 
shares prior to the effective time of the merger. 

Resale of Duke Energy Conimon Stock 

Shares of Duke Energy common stock received in the merger by any Progress Energy shareholder who becomes an “affiliate” of Duke 
Energy upon or after completion of the merger (such as Progress Energy directors or executive officers who become directors or executive officers 
of Duke Energy after the merger) may be subject to restrictions on transfer arising under the Securities Act following completion of the merger. 
This document does not cover resales of shares of Duke Energy common stock received by any person upon completion of the merger, and no 
person is authorized to make any use of this document in connection with any resale. 

117 

Table of Contents 

REGULATORY MATTERS 

To complete the merger, Duke Energy and Progress Energy must obtain approvals or consents from, or make filmgs with, a number of 
United States federal and state public utility, antitrust and other regulatory authorities. We describe the material United States federal and state 
approvals, consents and filings below. Duke Energy and Progress Energy are not currently aware of any other material governmental consents, 
-wrovals or f ihgs that are required prior to the parties’ completion of the merger other than those we describe below. If additional approvals, 

sents and f i b s  are required to complete the merger, Duke Energy and Progress Energy contemplate seeking or making such consents, 
qprovals and filings. 

Duke Energy and Progress Energy will seek to complete the merger by the end of 201 1. Althowh Duke Energy and Progress Energy believe 
that they will receive the required consents and approvals described below to complete the merger, we cannot give any assurance as to the th ing  
of these consents and approvals or as to Duke Energy’s and Progress Energy’s ultimate ability to obtain such consents or approvals (or any 
additional consents or approvals which may otherwise become necessary) or that we will obtain such consents or approvals on terms and subject to 
conditions satisfactory to Duke Energy and Progress Energy. 

Hart-Scott-Rodino Antitrust Improvements Act 

related rules and regulations, which provide that certain acquisition transactions may not be completed until required information has been 
furnished to the Antitrust Division of the Department of Justice and the FTC anduntil certain waiting periods have been terminated or have 
expired. Progress Energy and Duke Energy provided the required information on March 24,201 1 and March 28,201 1, respectively. The expiration 
or early termination of the HSR Act waiting period would not preclude the Antitrust Division or the FTC from clxdlenging the merger on antitrust 
grounds and seelung to preliminarily or permanently enjoin the proposed merger. Neither Duke Energy nor Progress Energy believes that the 
merger will violate federal antitrust laws, but we cannot guarantee that the Antitrust Division or the FTC will not take a different position If we do 
not complete the merger within 12 months after the expiration or early termination of the initial HSR Act waiting period, Duke Energy and Progress 
Energy will need to submit new information to the Antitrust Division and the FTC, and wait for the expiration or earlier termination of a new HSR 
Act waitmg period before we could complete the merger. 

The merger is subject to tlie requirements of the Hart-Scott-Rodino Antitrust Improvements Act, which we refer to as the HSR Act, and the 

Federal Power Act 

Duke Energy and Progress Energy each have public utility subsidiaries subject to tlie jurisdiction of the Federal Energy Regulatory 
Commission, which is referred to as the FERC, under the Federal Power Act, which is referred to as the P A .  Section 203 of the FPA provides that 
no holding company in a holding company system that includes a transmitting utility or an electric utility may purchase, acquire, merge or 

?solidate with a transmitting utility, an electric utility company or a holding company in a holdmg company system that includes a transmitting 
.ty or electric utility company without prior FERC authorization Further, Section 203 requires prior authorization from the FERC for certain 

transactions resulting in the direct or indirect change of control over a FERC jurisdictional public utility. Consequently, the FERC’s approval of the 
merger under Section 203 of the FPA is required 
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The FERC must authorize tlie merger if it f i d s  that the merger is consistent with the public interest. The FERC lxis stated that, in analyzing a 
merger or transaction under Section 203 of the FPA, it will evaluate the impact of the merger on: 

competition in electric power markets; 

tlie applicants’ wliolesale rates; and 

state and federal regulation of the applicants. 
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In addition, in accordance with the Energy Policy Act of 2005, Ilie FERC also must f i d  that the merger will not result in tlie cross- 
es of their non-utility affiiates or the improper encumbrance or pledge of utility assets. If such cross-subsidization or 

encumbrances were to occur as a result of the merger, the FERC then must f idthat  such cross-subsidization or encumbrances are consistent with 
the public interest. 

The FERC will review these factors to determine whether the merger is consistent with the public interest. If the FERC f i d s  that the merger 
or transaction would adversely affect competition in wholesale electric power markets, rates for transmission or the wholesale sale of electric 
energy, or regulation, or that the merger or transaction would result in cross-subsidies or improper encumbrances that are not consistent with the 
public interest, it may, pursuant to the FPA, impose upon the proposed merger remedial conditions intended to mitigate such effects or it may 
decline to authorize actioiz The FERC is required to rule on a completed merger application not later than 180 days from tlie 
date on which the c is filed. The FERC may, however, for good cause, issue an order exten- the time for consideration of 
the merger applic 80 days. If the FERC does not issue an order witlin the stahtory deadline, tlien tlie transaction is deemed 
to be approved. We expect that the FERC will approve the merger witlin tlie initial 180-day review period. However, there is no guarantee that tlie 
FERC will not extend the time period for its review or not impose conditions on its approval that are unacceptable to Duke Energy or Progress 

’ergy. P 

Duke Energy and Progress Energy and their respective public utility subsidiaries filed their application under Section 203 on April 4,201 1. 

Also on April 4,201 1, Duke Energy and Progress Energy made two related f i b s  with the FERC under Section 205 of the Federal Power 
atch agreement, pursuant to which Duke Energy Carolinas and Progress Energy Carolinas will agree to jointly Act. The first filing is a jo 

dispatch their generation 
joint ope 
agree to 
of hansmission service under a joint OATT as a condition for the approval of mergers under Section 203 of the Federal Power Act. 

in order to achieve certain of the operating efficiencies expected to result from the merger. The second filing is a 
transmission tariff, which we refer to as an 

transmission service over their transmission 
, pursuant to which Duke Energy Carolinas and Progress Energy 
s under a single transmission rate. The FERC typically requires 

Atomic Energy Act 

plant licensee must seek and obtain prior NRC consent for the indirect transfer of its NRC licenses resulting from the transfer of control over the 
licensee in a merger. Progress Energy subsidiaries hold licenses issued by the NRC with respect to the ownership and operational interests in the 
Brunswick Nuclear Plant, Crystal River Unit No 3 Nuclear Plant, Robinson Nuclear Plant and Shearon Harris Nuclear Plant and the Robinson 
Independent Spent Fuel Storage Installation facility. As a result of the merger, Progress Energy, the parent company of the current licensees will 
become a wholly-owned subsidiary of Duke Energy. The resultmg indirect transfer of control of the licenses to Duke Energy requires prior NRC 
approval An application to obtain such approval was filed with the NRC on March 31, 201 1. 

Under the Atomic Energy Act of 1954, as amended, and the regulations of tlie Nuclear Regulatory Commission, or the NRC, an NRC power 

In reviewing a license transfer application, the NRC assesses, among other u s ,  tlie transferee’s technical and financial qualifications to 
own and operate the nuclear facilities, whether there is assurance that adequate decommissioning funds will be available to safely decommission 
the facilities at the end of their useful lives and whether the transfer is otherwise consistent witli the applicable provisions of laws, regulations and 
orders of the NRC. The NRC presumes financial qualifications for state rate-regulated electric utilities that are autliorized to recover the costs and 
operating expenses of their nuclear facilities through state approved rates. The NRC also permits state rate-regulated entities to provide 
decommissioning fundmg assurance through the use of external sinking funds. Because the licensees will continue to be rate-regulated utilities, the 
merger should not change tliese presumptions. 
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Typically, NRC approvals of license transfers take approximately six to nine months to complete. The thing of NRC approval may be 
‘ended in the event intervenors raise issues as part of the license transfer prcceedq. Given that we expect no material changes with respect to 
lear management and the operation of the facilities in question, and given that Duke Energy, through the Progress Energy utility subsidiaries 

expects to recov 
sioning liabilities 

sary to safely operate eac 
external sinking h d s ,  P 

ved rates and to continue to fund 
have no reason to believe that the 

NRC will not approve the license transfer. However, we cannot assure that the NRC will approve the merger or that it will act within a six- to 
nine-month timeframe. 

Federal Communications Commission 

n, referred to as the FCC, regulations implementing provisions of the Communications Act of 
licenses for internal communications purposes generally must obtain the approval of the FCC 

before the direct or indirect transfer of control or assignment of those licenses. Certain subsidiaries of Progress Energy hold certain FCC licenses 
for private internal communications and, thus, must obtain prior FCC approval to assign or transfer indirect control of those licenses. Once the 
FCC l m  consented to the transfer of control, the parties have 180 days to complete the merger. If the merger does not close within 180 days of 
receiving FCC consent, the parties can request an extension of time to consummate the transaction. The FCC customarily grants extension requests 
of this nature. 

State Regulatory Approvals 

Carolina, Ohio, Indiana and Kentucky. Progress Energy, through its public utility subsidiaries, is currently subject to regulation by the utility 
commissions of North Carolina, South Carolina and Florida. State utility commission approval of tlie merger is required by the North Carolina 
Utilities Commission and the Kentucky Public Service Commission In addition, because it is anticipated that Duke Energy Carolinas and Progress 
Energy Carolinas will be combined into a single utility at some point in tlie &e, Duke Energy and Progress Energy will seek the approval of the 
South Carolina Public Service Commission for the eventual combination of the two C a r o h  ut s as well as the joint dispatch agreement Duke 
Energy and Progress Energy will also provide information regardq the merger to their other state regulators as applicable and as required In 
addition, with the merger, certain affiliate agreements concerning such matters as cost andtax allocations, among other matters will have to be 
revised and submitted to one or more state regulatory commissions. The following subheadings contain a brief description of the required state 

Duke Energy, through its public utility subsidiaries, is currently subject to regulation by the utility commissions of North C a r o h  South 

ilatory commission approvals for the completion of the merger. 

Norffc Carolina Utilities Commission 

as 
11 

On April 4,201 1, Duke Energy and Progress Energy filed an application with the North Carolina Utilities Commission, which is referred to 

must determine tlxit tlie merger is “justified by the public convenience and necessity.” The North Carolina 
rth Carolina comm 
e North Carolina Co 

Section 62- 11 1 (a) of the Nodi Carolina General Statutes for approval of the merger. Under Section 62- 

Commission has explained, in connection with its review of other mergers, that for the public convenience and necessity standard to be met, 
expected benefits must be at least as great as known and expected costs. Factors considered by the North Carolina Commission include, but are not 
limited to, maintenance of or improvement in service quality and the extent to which costs can be lowered and rates can be maintained or reduced 
from what they would be in the absence of the merger. In addition, the North Carolina Commission considers whether its jurisdiction over the 

es affected by the merger could be impacted and may impose regulatory conditions to address such risk. The North Carolina Commission has 
ruled that a market power analysis and a cost-benefit analysis must accompany all merger applications. 
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We expect to receive the necessary approvals from the Nodi Carolina Commission during the fourth quarter of 201 1. However, we cannot 
assure that the North Carolina Commission will act by that time, or that the North Carolina Commission will not reject the proposed application or 
impose unacceptable terms as a condition to its approval. 

Ketztucky Public Service Corntizksiorr 

On April 4,201 1, Duke Energy Kentucky, Inc., or Duke Energy Kentucky, Cinergy Corporation, Duke Energy Oho, Inc., Diamond 
Acquisition Corporation (each of which is a direct or indirect wholly-owned subsidiaries of Duke Energy) and Progress Energy filed an application 

I the Kentucky Public Service Commission, wlich is referred to as the Kentucky Commission State law authorizes the Kentucky Commission 
clpprove the acquisition or transfer of ownership or control, either directly or indirectly, of any utility under its jurisdiction Under the applicable 

statute, the term “transfer of control” can mean either the direct or indirect ability or power to affect the direction of the management and policies 
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of a utility in several ways, includmg through the ownership of voting securities. “Control” is presumed to exist if any individual or 
or indirectly, owns/acqUires tenpercent (1G%) or more of the voting securities of the utility. The standard the Kentucky Commissi 
determining whether to approve a proposed merger is whether (1) the acquirer has the financial, technical and managerial abilities to provide 
reasonable service and (2) the merger is made in accordance with the law, for aproper purpose, and is consistent with the public interest. 

We expect to receive the necessary approvals from the Kentucky Commission during the fourth quarter of 201 1. However, we have no 
guarantee that the Kentucky Commission will not reject the proposed application or impose unacceptable terms as a condition to its approval. 

SoiitIi Carolina Public Service CorrunisSioii 

uke Energy and Progress Energy, on behalf of their Carolinas public utility subsidiaries Duke Energy Carolinas and 
olina Public Service Commission, which is referred to as the South Carolina Commission, an 

Energy, the merger of Progres 
generally seeks to ensure that 

electric customers are held harmless from any adverse effects of agreements such as the joint dispatch agreement. Factors likely to be considered 
by the South Carolina Commission iu evaluating the mergers and the agreement include impacts on retail rates, retail cost of service, and 
jurisdictional revenues and expenses, and whether there are any resulting benefits. 

vals from the South Carolina Commission during the fourth quarter of 201 1. However, we have no 
will act by that time, or that the South Carolina Commission will not reject the proposed application 
its approval. 
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‘ELI3 MERGER AGREEMENT 

The following is a summaiy-of the material terns and provirions oJpthe merger agreement. This summaty does iwtpurport to describe all the 
terms and provisions of the merger agreement and is qualiJied in ii3 entirety by reference to the complete text of the merger agreement, which we 

’e included as Annex A to this document and whicli we incorporate by reference herein. We urge all shareholders of Duke Energy and Progress 
;rgy to read the merger agreement carefully and in ii3 entirety, as well as this document, before making any decisions regarding the merger, as 

it is the legal document governing this transaction and its express terms and conditions govern the righi3 and obligations of the parties. 

In reviewing the merger agreement, please remember that it is included to provide you with information regarding its terms and conditions 
The merger agreement contains representations and warranties by each of the parties to the merger agreement, made as of specific dates. These 
representations and warranties were made solely for the benefit of the other parties to the merger agreement and 

were not intended to be treated as statements of fact, but rather as a way of allocating risk to one of the parties if those statements prove 
to be inaccurate; 

have been qualified in the merger agreement by reference to certain disclosures contained in separate disclosure letters delivered by the 
parties to each other and in certain SEC filings made by the parties; and 

applied standards of materiality in ways that are different from what may be viewed as material by you or other investors. 

Accordingly, the representations and warranties and other provisions of the merger agreement should not be read alone as characterizations of 
the actual state of facts about Duke Energy or Progress Energy, but instead should be read together with the information provided elsewhere in this 
document and in the other documents incorporated by reference herein for information regarding Duke Energy and Progress Energy and their 
respective businesses. See “Where You Can Find More Information’’ on page [-I. Nevertheless, Duke Energy and Progress Energy acknowledge 
that we are responsible for considering whether additional specific disclosures of material information regarding material contractual provisions are 
required to make the statements in this document not misleadmg. 

The Merger and the Reverse Stock Split 

Tlt e Merger 

The merger agreement provides that, upon the terms and subject to the conditions of the merger agreement, in accordance with theNorth 
Carolina Business Corporation Act, which we refer to in tlis document as the NCBCA, at the effective time of the merger, Diamond Acquisition 
Corporation will merge with and into Progress Energy. Progress Energy will be the surviving corporation in the merger and will become a wholly- 

led subsidmy of Duke Energy. Each share of Progress Energy common stock issued and outstanding immediately prior to the completion of the 
,ger, except for any shares of Progress Energy common stock owned by Progress Energy (other than in a fiduciary capacity) or Duke Energy 

immediately prior to the effective time, will be converted into the right to receive 2.61 25 shares of Duke Energy common stock, with such ratio to 
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be adjusted proportionately to reflect the 1 -for-3 reverse stock split with respect to the issued and outstandmg Duke Energy common stock that 
Duke Energy plans to implement prior to the completion of the merger. The resulting adjusted exchange ratio will be 0.87083 of a share of Duke 
Energy common stock for each share of Progress Energy common stock. 

Duke Energy will not issue any fractional s h e s  of Duke Energy common stock in the merger (other than with respect to shares of Progress 
.xgy common stock held in the Progress Energy dividend reinvestment plan). Instead, beneficial holders of Progress Energy common stock who 

of a share of Duke Energy common stock will receive an amount in cash equal to such fractional amount otherwise would have received a fra 
multiplied by the sale price of Duke Energy common stock on theNYSE on a date selected by the exchange agent promptly following the merger. 
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Reverse Stock Split 

Duke Energy plans to file with tlie Secretary of State of the State of Delaware, subject to receipt of the necessary shareholder approvals, on or 
prior to the closing date and prior the effective time of the merger, a certificate of amendment to the amended and restated certificate of 
incorporation of Duke Energy, which amendment will provide for a 1 -for-3 reverse stock split with respect to the issued and outstandmg Duke 
Energy common stock. We will not complete this amendment if the merger agreement is terminated or the merger is otherwise abandoned We 
refer to this amendment as the reverse stock split throughout this document. Upon the completion of the reverse stock splif the exchange ratio will 
be adjusted in proportion to the ratio of llie number of shares of Duke Energy common stock outstanding immediately following the reverse stock 
split to the number of shares of Duke Energy common stock outstanding immediately prior to the reverse stock split. The parties do not believe that 
the completion of the reverse stock split should materially affect the value of the consideration to be received by the shareholders of Progress 
Energy in the transaction We provide additional information with respect to the reverse stock split under the lieadmg “Proposals Submitted to 
Duke Energy’s Shareholders-The Reverse Stock Split Proposal” beginning on page [-I. 

Timing of Closing and Effective Time 

second business day after satisfaction or waiver of the conditi 
;r terms are to be satisfied at the closing, but subject to tlie 
,le time of closing), unless another time or date is agreed to by the parties. The closing will be held at a location agreed to by the parties. The 

merger will be effective at the time the articles of merger are filed with the Secretary of State of the State of North Carolina (or at such later time as 
is specified in the articles of merger). 

The closing of tlie merger will take place at 1 0  00 am, local time, on a date to be specified by the parties, which will be no later than the 
closing set forth in the merger agreement (other than those eo 
ction or waiver (to the extent permitted by applicable law) or 

Merger Consideration 

Cancellation of Certain Progress Energy Co~iunon Stock in &e Merger 

At the effective time of the merger, each share of Progress Energy common stock that is owned by Progress Energy (other than in a fiduciary 
capacity), Duke Energy, or Di 
exchange for any such Progress Energy shares. 

d Acquisition Corporation will automatically be canceled and retired and no consideration will be delivered in 

Conversion of Progress Energy Common Stock in the Merger 

At the effective time of the merger, each issued and outstanding share of Progress Energy common stock (other than those shares to be 
canceled as described above) will be converted into the right to receive 2.6125 shares of Duke Energy common stock, with such ratio to be 
adjusted to reflect the 1 -for-3 reverse stock split with respect to the issued and outstanding Duke Energy common stock that Duke Energy plans to 
implement prior to, and conditioned on, the completion of the merger. The resulting adjusted exchange ratio will be 0.87083 of a share of Duke 
Energy common stock for each share of Progress Energy common stock. Based on the number of shares of common stock of Duke Energy and 
Progress Energy outstanding on [ - 1,201 1, the record date for the two companies’ special meetings, existing Duke Energy shareholders 
would own approximately [-I% ofthe common stock of Duke Energy and former Progress Energy shareholders would own approximately [-I% 
of the common stock of Duke Energy upon the completion of the merger. 

Conversion of Diamond Acquisition Corporation Co~iunon Stock in the Merger 

At the effective time of the merger, each share of common stock, par value $0.01 per share, of Diamond Acquisition Corporation issued and 
outstandmg immediately prior to the effective time ofthe merger will be converted into one share of common stock of Progress Energy, as the 
surviving corporation in the merger. 
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Exchange Procedures and Related Matters 

Exchange Procedures 

Duke Energy and Progress Energy will choose an exchange agent who will be engaged by Duke Energy. As soon as reasonably practicable 

n of the merger represented outstandmg shares of Progress Energy common stock 
letion of the merger, the exchange agent will mail to each holder of record of a 

whose shares were converted as part of the merger into the right to receive shares of Duke Energy common stock: (i) a letter of transmittal and 

whole shares of Duke Energy common stock (or appropriate alternative arrangements will be made if uncertificated shares of Duke Energy 
common stock will be issued), cash in lieu of any fractional shares (as described in the paragraph below captioned ‘Wo Fractional Shares”) and any 
dividends or other distributions payable (as described in the paragraph below captioned ‘‘Dividends and Distributions”). 

tructions for use in surrendering certificates that formerly represented shares of Progress Energy common stock for certificates representing 

Upon surrender of a certificate formerly representing a share of Progress Energy common stock to the exchange agent for cancellation, 
together with the letter of transmittal, duly completed and validly executed, and any other documents as may reasonably be required by the 
exchange agent, the holder will be entitled to receive in exchange for each share of Progress Energy common stock 0.87083 of a share of Duke 
Energy common stock together with cash in lieu of any fractional shares and other dividends or distributions, if any, as described in the paragraph 
below captioned “Dividends and Distributions.” Until properly surrendered to the exchange agent, each certificate that represented shares of 
Progress Energy common stock prior to the completion of the merger will, following the completion of the merger, be deemed to represent only the 
right to receive the merger consideration No interest will be paid or will accrue on any consideration or any cash payable to holders of certificates. 
The shares of Duke Energy common stock to be issued in the merger will be in uncertificated book-entry form unless a physical certificate is 
requested 

Dividends and Distribii tions 

No dividends or other distributions with respect to Duke Energy common stock with a record date after the completion of the merger will be 
paid to any holder of an unsurrendered certificate that represented a share of Progress Energy common stock prior to the merger. Upon surrender of 
such certificate, ihe former Progress Energy shareholder will receive, in addition to shares of Duke Energy common stock and any cash in lieu of a 
fractional share to which it is entitled (i) the amount of any dividends or other distribution with a record date after the completion of the merger 
”-7t have already been paid and (ii) at the appropriate payment date, the amount of any dividends or other distributions with a record date after the 

lpletion of the-merger but before the date the certificate was surrendered and with a payment date after the certificate was surrendered. 

No Fractional &‘hares 

Duke Energy will not issue any fractional shares of its common stock upon the surrender of any certificates, except with respect to shares of 
Progress Energy common stock held in Progress Energy’s dividend reinvestment plan, which will be rolled over into Duke Energy’s dividend 
reinvestment plan. Holder; of Progress Energy 
practicable following completion of the merge 
common stock delivered to the exchange agent by Duke Energy over the aggregate number of whole shares of Duke Energy common stock to be 
distributed to former holders of Progress Energy pursuant to the merger agreement (net of fractional shares to be issued in respect of shares held in 
the Progress Energy dividend reinvestment plan). The exchange agent will use its reasonable efforts to complete the sale of the excess slmes as 
promptly following the completion of the merger as is practicable consistent with obtaining the best execution of such sales in light of prevailmg 
market conditions. As soon as practicable following the receipt of proceeds &om such sale and the calculation of the amounts due to former 
Progress Energy shareholders, the exchange agent will 

on stock will otherwise receive cash in lieu of any fractional shares. As promptly as 
clmge agent will determine the excess of tlie number of whole shares of Duke Energy 
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pay to each former Progress Energy shareholder a portion of the sale proceeds based upon the ratio of such shareholder’s fractional share interest to 
the aggregate amount of fractional share interests to which all former Progress Energy shareholders are entitled. 

Board of Directors of Duke Energy and Its Committees After the Merger 

The merger agreement provides that Duke Energy will increase tlie size of its board of directors to 18 directors upon completion of the 
-rger. The board of directors of Duke Energy will consist of 11 directors designated by Duke Energy and seven directors designated by Progress 

rgy. Duke Energy expects that each of its 11 current directors will continue serving on the board of directors of Duke Energy upon the 
completion of the merger, subject in each case to such director’s ability and willingness to serve. Progress Energy expects that the following 
current members of ib  board of directors will serve on the board of directors of Duke Energy, subject to such individuals’ ability and willingness to 
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serve: Mr. Johnson, Jolm D. Baker II, Harris E. DeLoaclk Jr., James B. Hyler, Jr., E. Marie McKee, Carlos A. Saladrigas and Theresa M. Stone. 

Standing committees of the board of directors of Duke Energy will consist of Duke Energy’s existing standing committees with the addition 
of a Regulatory Policy and Operations Committee. At least one individual designated by Progress Energy will serve on each committee upon 

ipletion of the merger. Duke Energy and Progress Energy agreed that in determining committee assignments, Duke Energy will take into 
,aunt, among other things, the skills and expertise of the directors, the needs of the committees, and the goal that committee workloads be 

distributed reasonably among 
the Compensation C 

Energy board, in each case following reasonable consultation with the other party and subject to such individuals’ ability and willingness to serve. 
Duke Energy will designate an individual to serve as the lead independent director of Duke Energy, following reasonable consultation with 
Progress Energy and subject to such individual‘s ability and willingness to serve. Duke Energy has also agreed, prior to the completion of the 
merger, to amend its Principles for Corporate Governance to provide that the normal retirement date for directors will be the annual shareholders4 
meetLng held in the calendar year following tlie calendar year in which such director reaches tlie age of 71. 

directors. The merger agreement provide 
ittee and Duke Energy will designate the 

will designate the 
mmittee of the Duke 

We include additional information with respect to the board of directors and the management of Duke Energy following the completion of the 
merger under “The Merger-Continuing Board and Management Positioizs,” beginning on page [-I. 

Conditions to the Completion of the Merger 

conditions: 
The obligation of each of Duke Energy and Progress Energy to complete the merger is subject to the satisfaction or waiver of the following 

the receipt of required shareholder approvals, namely: 

that the merger agreement is approved by the holders of a majority of the shares of Progress Energy common stock outstanding 
on the record date of the special meeting, 

that the reverse share split is approved by a majority of the shares of Duke Energy common stock outstandmg on the record date 
of the special meeting, and 

that the issuance of shares of Duke Energy common stock in the merger is approved by a majority of the shares of Duke Energy 
common stock voting on that proposal, provided that the total votes cast on that proposal (including abstentions) represent a 
majority of the shares of Duke Energy common stock outstandmg on the record date of the special meeting. 

* 

0 the absence of any (i) order or injunction by a federal or state court of competent jurisdiction preventing completion of the merger or 
(ii) applicable federal or state law prohibiting completion of the merger; 
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the receipt of the “required statutory approvals” (as described below under the caption “Required Statutory Approvals”), which 
approvals shall have become f i i l  orders, and neither such final orders or any other order, action or condition of a regulatory body shall 
impose terms or conditions that, individually or in the aggregate, could reasonably be expected to require either party to: 

to sell, or agree to sell, hold or agree to hold separate, or othemise dispose or agree to dispose of any asset, in each case if such 
sale, separation or disposition or agreement with respect thereto would, individually or in the aggregate, reasonably be expected 
to have a material adverse effect on the expected benefits of the transactions contemplated by the merger agreement to such 
Party; 

to conduct or agree to conduct itr, business in any particular manner if such conduct or agreement with respect thereto would, 
individually or in the aggregate, reasonably be expected to have a material adverse effect on the expected benefits of the 
transactions contemplated by the merger agreement to such party; or 

to agree to any order, action or regulatory condition of any regulatory body, whether in an approval proceeding or another 
regulatory proceedmg, that, if effected, would cause a material reduction in the expected benefits for such party’s shareholders 
(we refer to the effects in this and the immediately preceding two sub-bullets as a “burdensome effect”); 

the effectiveness of the registration statement on Form S-4 of which this document is a part, and the absence of any stop order or 
proceedmgs seekmg a stop order or initiation or overt threat of such proceedings by the SEC; 

the approval for listing on the NYSE, subject to official notice of issuance, of the shares of Duke Energy common stock that will be 
issued pursuant to the merger agreement; 

the effectiveness of the amendment to the amended and restated certificate of incorporation of Duke Energy providmg for the reverse 
stock split; 

* 
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the truth and accuracy of tlie representations and warranties of the other party when made and as of the completion of the merger 
(except to the extent expressly made as of an earlier date, in which case as of such date), except where the failure to be true and 
accurate (without giving effect to any limitation as to “materiality” or “material adverse effect” set forth therein) does not have, and 
could not reasonably be expected to have, individually or in the aggregate, a material adverse effect on such other party; 

the performance in all material respects by the other party of its obligations under the merger agreement; 

the receipt by each party of written opinions from such party’s legal counsel, dated as of the closing date, to the effect that the merger 
will qualify as a “reorganization” under Section 368(a) of the Code; and 

excep 8,201 1 or in such 
Party’ e letter to the me event, occurrence or 
development that, individually or in the aggregate, has had or could reasonably be expected to have a material adverse effect on the 
other party. 

0 

Required Statutory Approvals 

As used in this s m a r y  of the merger agreement, “required statutory approvals” means: 

compliance with and filings under the HSR Act, 

the f i b  with, and to the extent required the declaration of effectiveness by, the SEC of Duke Energy’s registration statement on Form 
S-4, of which this document is a part, and such other reports as may be required under the Exchange Act, 
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* the f i b  of documents with various state securities authorities that may be required in connection with the merger and related 
transactions, 

filings and approvals of the NYSE with respect to the proposed amendment to Duke Energy’s amended and restated certificate of 
incorporation and to permit the shares of Duke Energy common stock to be issued in the merger to be listed on the NYSE, 

registration, consents, approvals and notices required under the Public Utility Holding Company Act of 2005, as amended, 

notice to, and the consent and approval of, the FEZRC under Section 203 of the FPA, or an order under the FPA disclaiming jurisdiction 
over the merger and the transactions contemplated thereby, 

the fib of an application to, and consent and approval of, and issuance of any required licenses and license amendments by, the NRC 
under the Atomic Energy Act of 1954, as amended, 

tlie fib of the articles of merger and other appropriate merger documents required by the NCBCA with the Secretary of State of the 
State of Nortli Carolina and appropriate documents with the relevant authorities of otlier states in which the parties are qualified to do 
business, 

the fib of the certificate of amendment with respect to the proposed amendment to Duke Energy’s amended and restated certifkate of 
incorporation with the Secretary of State of the State of Delaware, and 

to the extent required, notice to and tlie approval oE 

theNorthCarolina 

* 

thePublic es Commission of Ohio, 

the Public Service Commission of South Carolina, 

the Florida Public Service Commission, 

the Indiana Utility Regulatory Commission, and 

the Kentucky Public Service Commission. 

Termination of the Merger Agreement 

The merger agreement may be terminated at any time prior to the completion of the merger under the following circumstances: 

by mutual written consent of Duke Energy and Progress Energy; 

by either Duke Energy or Progress Energy: 

if the merger has not been completed by January 8,201 2, which we refer to as the initial termination date, provided that the right 
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to terminate the merger agreement on tlis basis will not be available to any party whose failure to perform any of its obligations 
under the merger agreement resulted in the failure of the merger to be completed by the initial termination date. If, on the initial 
termination date, the only outstanding requirements for completion of the merger are the required statutory approvals described 
above or the absence of any injunction preventing the transaction or law prohibitmg the transaction, then either party may (on 
one or more occasions) extend the date, as it may be extended 
as described in the foregoing sentence, occurs during any w merger may be completed, 
then the initial termination date will be extended until the third business day after the expiration of the applicable waiting period. 

termination date up to 
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if either tlie Duke Energy sl~reholders or the Progress Energy shareholders do not give the approval required by the merger 
agreement for completion of the merger at a meeting of such shareholders duly convened to obtain such approval; 

if any final and nonappealable order or injunction by any federal or state court of competent jurisdiction preventing completion 
of the merger, or applicable federal or state law prohibiting completion of the merger, is in effecf provided that the party 
seeking termination lms used its reasonable best efforts to prevent the entry of and to remove the prohibition; 

if certain conditions to the terminating party’s obligation to close the merger become incapable of satisfaction prior to the 
otherwise applicable termination date (whether initial or extended) provided that the failure of such closing condition to be 
capable of satisfaction is not a result of a material breach of the merger agreement by the terminating party; 

if the other party breaches the merger agreement or fails to perform its obligations in any material respect, wlicli breach or 
failure to perform (a) would give rise to tlie failure of a cond 
and (b) is incapable of being cured or is not cured within 60 days following receipt of written notice from the non-breaching 
party of the breach or failure to perform); 

prior to obtaining the requisite shareholder approvals for completion of the merger, in response to a superior proposal involving 
tlie terminating party, provided that the terminating party lms complied with its obligations described under “ 4 m i g e s  in 
Board Recommendation” and pays the non-terminating party the termination fee described under “-Termination Fees; 
Reimbursement of Expenses”; or 

if the board of directors of the oilier party (i) withdraws or modifies, or proposes publicly to withdraw or mod@, its approval or 
recommendation of the merger proposal, in the case of Progress Energy, or the share issuance proposal and reverse stock split 
proposal, in the case of Duke Energy, (fi) fails to reaffirm its approval or recommendation within 15 business days of receipt of 
a written request for reaffiation by the other party when such party is in receipt of a third-party takeover proposal that has not 
been rejected, provided that the 15-business day period will be extended for an additional ten business days following any 
material modification to the third-party takeover proposal occurring after the receipt of the written request to redfirm, and that 
the 15-business day period will recommence eachtime a third-party takeover proposal is made following the receipt of a written 
request from the other party &om a person that had not previously made a third-party takeover proposal prior to the receipt of 
the written request from the other party, or (iii) approves or recommends, or proposes to approve or recommend, a third-party 
takeover proposal. 

to tlie terminating party’s obligation to complete the merger 

Termination Fees; Reimbursement of Expenses 

for the other party’s reasonable out-of-pocket f3es and expenses in an amount not to exceed $30 million andlor (ii) pay a termination fee of $675 
million in the case of a termination fee payable by Duke Energy to Progress Energy and a termination fee of $400 million in the case of a 
termination fee payable by Progress Energy to Duke Energy, provided that any termination fee payable will be reduced by the amount of any fees 
and expenses previously reimbursed 

Under the circumstances described below, Duke Energy or Progress Energy, as applicable, would be required to (i) reimburse the other party 

A termination fee (net of any expense reimbursement as described below) is payable by a party if: 

after that party has received the required shareholder approval(s), (i) a third-party takeover proposal of that party is made known to 
such party or the intention (whether or not conditional) to make such a takeover proposal is publicly announced, (ii) the merger 
agreement is thereafter terminated by that party because the closing has not occurred by the termination date (subject to any applicable 
extension 
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as described above) and (iii) within six months of such termination the terminating party or any of its subsidiaries enters into any letter 
agreement in principle, acquisition agreement or other similar agreement with respect to, or completes, a third-party takeover 
with the third-party (or an affiliate of such third-party) that made the third-party takeover proposal referenced above; 

prior to or during that party’s shareholder meeting with respect to the merger, (i) a third-party takeover proposal of that party is publicly 
disclosed or the intention (whether or not conditional) to make a third-party takeover proposal is publicly announced, (ii) the merger 
agreement is terminated by either party due to the failure of the party who received the third-party takeover proposal to receive the 
required approval of its shareholders and (iii) within 12 months of such termination the terminating party or any of its subsidiaries 
enters into any letter of intent, agreement in principle, acquisition agreement or other similar agreement with respect to, or completes, 
any third-party takeover proposal with the third-party (or a n  affiliate of the third-party) that made the third-party takeover proposal 
referenced above; 

For tlie purposes of the description of events leading to a termination fee becoming payable pursuant to the provisions described in the 
ediately precedmg bullets above, “third-party takeover proposal” is used as described under the headmg ‘‘--Changes in Board 
endalion,” except that references to “20%” are replaced with “SO%.” 

prior to that party’s receipt of its shareholders approval, (i) that party receives a written third-party takeover proposal that did not result 
from a breach (other than an immaterial breach) of its non-solicitation obligations under the merger agreement, (ii) that party’s board of 
directors determines in good faith, after consulting with outside counsel, that failure to terminate the merger agreement in response to 
the third-party takeover proposal would be reasonably likely to result in a breach of its fiduciary obligations under applicable law, 
(iii) that party’s board of directors determines, in good f a i ~  after consulting with a f i c i a l  advisor of nationally recognized 
reputation, that such third-party takeover proposal constitutes a superior proposal, and (iv) the terminating party has notified the other 
party in writing of its determination that such third-party takeover proposal constitutes a superior proposal and, at least five days 
following receipt by the other party of such notice, the terminating party determines that the third-party takeover proposal continues to 
constitute a superior proposal (if the third-party takeover proposal is modified, the notice requirement applies again to such 
modification except the five business day period is reduced to three business days), 

the other party terminates the merger agreement because the non-terminating party’s board of directors withdraws or modifies, or 
proposes publicly to withdraw or modify, its approval or recommendation of the merger agreement, in tlie case of Progress Energy, or 
the share issuance and reverse stock split, in the case of Duke Energy, unless tlie approval or recommendation is withdrawn or modified 
primarily due to adverse conditions, events or actions of or relating to the terminating party, 

the other party terminates the merger agreement because the non-terminam party’s board of directors approved or recommended, or 
proposed to approve or recommend, a third-party takeover proposal. 

* 

* 

A party is obligated to reimburse the merger-related fees and expenses of the otlier party promptly upon demand, subject to a maximum 
reimbursement of $30 million, if: 

0 the other party terminates the merger agreement because the non-terminating party’s shareholders do not approve the merger agreement, 
in the case of Progress Energy, or the reverse stock split and share issuance, in die case of Duke Energy, and prior to the applicable 
shareholders meeting a tlird-party takeover proposal or intention to make a third-party takeover proposal was publicly disclosed and 
not withdrawn, 

the other party terminates the merger agreement because the non-terminating party breaches the merger agreement or fails to perform 
its obligations in any material respect, which breach or failure to perform (a) would give rise to the failure of a condition to tlie 
terminating party’s obligation to complete the merger and (b) is incapable of being cured or is not cured by the non-terminating party 
within 60 days following receipt of written notice &om the terminating party of such breach or failure to perform). 
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No Solicitation 

Eachparty agreed in the merger agreement that it will not, and will not permit any of its subsidiaries, directors, officers or employees to, and 
will use its reasonable best efforts to cause any investment banker, financial advisor, attorney, accountant or other representative retained by it not 
to, directly or indirectly, solicit, initiate or knowingly encourage, or take any other action designed to facilitate, any inquiries or the making of any 
third-party takeover proposal or participate in any negotiations or substantive discussions regarding any third-party takeover proposal, provided, 
that 

if, prior to the receipt of shareholder approval of the merger agreement, in the case of Progress Energy, and the reverse share split and 
share issuance, in the case of Duke Energy, the board of directors of a party determines in good faith, after consultation with its legal 
and f i c i a l  advisors, that a third-party takeover proposal tlmt did not result from a breach (other than in immaterial respects) of its 
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non-solicitation obligations under 
providq written notice of its dec 
other party (includq notice of receipt of any third-party takeover proposal or request for information relating thereto, whichnotice 
must include the principal terms and conditions of such proposal or request and the identify of the person makmg such proposal or 
request), that party may 

erger agreement is, or is reasonably likely to result in, a superior propos 
take such action to the other party and having complied witli its other 

furnish information with respect to and provide 
such proposal pursuant to a customary codidenti 
confidentiality than those in the confidentiality 

participate in discussions or negotiations regarding such proposal. 

records of that party to the person making 
orable to that party with respe 
s Energy dated July 29,201 0, 

if a party l m  otherwise compli 
agents may contact in 
conditions thereof to the exte 
superior proposal. 

ts non-solicitation obligations, 
who has made a third-party 
to determine whether the third-party takeover proposal is, or is reasonably likely to result in, a 

its directors, officers, employees, representatives and 
er proposal solely to request clarification of the terms and 

Changes in Board Recommendation 

either such board may: 
Duke Energy and Progress Energy have agreed that neither the board of directors of Duke Energy or Progress Energy nor any committee of 

withdraw or modify, or propose publicly to witlidraw or modify, in a manner adverse to the other party, the approval or 
recommendation to such party’s shareholders of the merger agreement, in the case of Progress Energy, or the reverse stock split and 
share issuance, in the case of Duke Energy, 

approve or recommend, or propose publicly to approve or recommend, any third-party takeover proposal; or 

cause such party to enter into any letter of intent, agreement in principle, acquisition agreement or similar agreement related to any 
third-party takeover proposal. 

* 

Notwithstanding these prohibitions, in response to a third-party takeover proposal that did not result from a breach (other than in immaterial 
respects) of that party’s non-solicitation obligations, at any time prior to receipt of that party’s shareholder approval, the board of directors of that 
party may, if it determines in good faith, after consulting with outside counsel, that the failure to take such action would be reasonably likely to 
- - d t  in a breach of the b a r d  of directors’ fiduciary obligations under applicable law: 

(i) withdraw or modify, or propose publicly to withdraw or modify, the approval or recommendation by the board of directors or any 
committee thereof of the merger agreement, in the case of Progress Energy, or the reverse stock split or share issuance, in the case of 
Duke Energy, 
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(ii) 
(iii) terminate the merger agreement 

However, in the case of items (ii) and (iii) above, the board of directors must first lmve determined in good faith that the third-party takeover 

approve or recommend, or propose to approve or recommend, any superior proposal; or 

proposal constitutes a superior proposal and in the case of the foregoing (iii), the party must have notified the other party in writing of its 
determination that the third-party takeover proposal constitutes a superior proposal and, at least 5 business days following receipt by the other party 
of the notice, the board of directors of that party must determine that the superior proposal remains a superior proposal. If the third-party takeover 
proposal is subsequently modified by the third-party makmg such proposal, the terminating party must again notlfy the other party that the board of 
directors of the acting party has determined that lhe revised third-party takeover proposal is a superior proposal and at least two business days 
following receipt by the other party of such notice, the board of directors of the acting party must determine that such revised third-party takeover 
proposal remains a superior proposal. 

In circumstances other than in connection with a third-party takeover proposal, the board of directors of each of Duke Energy and Progress 
Energy may, at any time prior to receipt of the relevant shareholder approval applicable to tlmt party, if it determines in good faith, after consulting 
with outside counsel, that the failure to take such action would be reasonably likely to result in a breach of the board of directors’ fiduciary 
obligations under applicable law, withdraw or m o w ,  or propose publicly to withdraw or modify its approval or recommendation of the merger 

.;emenf in the case of Progress Energy, or the reverse stock split or share issuance, in the case of Duke Energy, but only after: 

such party notifies the other party in writing that its board of directors is prepared to make the foregoing determination and setting forth 
the reasons therefor in reasonable detail, 
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for a period of five business days following the other party’s receipt of the notice set forth in the immediately preceding bullet (or, if the 
period from the time of receipt by the other party of such notice to the applicable shareholder meeting shall be less than five business 
days, for such lesser period), such party negotiates with the other party in good faith to make such adjustments to the terms and 
conditions of the merger agreement and the transactions contemplated thereby as would enable its board of directors to proceed with its 
recommendation, and 

at the end of such five-business day period ( 
bullet) the board of directors of such party m 
proposed adjustments, if any, to the terms and conditions of the merger agreement and the transactions contemplated thereby). 

* lesser period, as the case may be, in 
its determination described above ( 

with the immediately precedmg 

In addition to the foregoing obligations, Duke Energy and Progress Energy have each agreed to advise the other party, orally and in writing 

t of such third-party takeover 
person making such request 

acticable, of any third-party takeover proposal or of any request for information relating to any third-party takeover proposal 
within 48 hours of such request or the 

takeover proposal and the ide 
l), the principal terms and 
party takeover proposal. E 

the other party informed of the status and details (including amendments and proposed amendments) of any such request or third-party takeover 
proposal. Contemporaneously with any termination of the merger agreement the terminating party will provide the other party with a written 
verification that it has complied with its obligations pursuant to this paragraph (other than noncompliance which is immaterial). 

A “third-party takeover proposal” means a bona fide inquiry, proposal or offer from any person relating to: 

(i) any direct or indirect acquisition or purchase of a business that constitutes 20% or more of the net revenues, net income or the assets 
(includmg equity securities) of the subject company and its subsidiaries, taken as a whole (which is referred to in this paragraph as a 
“material business”), 

any direct or indirect acquisition or purchase of 20% or more of any class of voting securities of the subject company or any subsidiary 
of the subject company owning, operating or controlling a material business, 

(ii) 
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(iii) any tender offer or exchange offer that if completed would result in any person beneficially owning 20% or more of any class of voting 
securities of the subject company 

(iv) any merger, consolidation, business combination, recapitalization, liquidation, dissolution or similar transaction involving the subject 
company or any subsidiary of the subject company owning, operating or controlling a material business. 

A “superior proposal” means any witten third-party takeover proposal of a party that such party’s board of directors determines in good faith 
(after consultation with a fmancial advisor of nationally recognized reputation) to be more favorable (taking into a 
strategic considerations, including relevant legal, fmcia l ,  regulatory and other aspects of such tl-ird-party takeover proposa 
the other transactions contemplated by the merger agreement deemed relevant by such party’s board of directors, (ii) the identity of the third-party 
m w  such third-party takeover proposal, and (iii) the conditions and prospects for completion of such third-party takeover proposal) to such 
party’s shareholders ihan the merger and the other transactions Contemplated by the merger agreement (taking into account all of the terms of any 
proposal by the otlier party to amend or modify the terms of the merger and the other transactions contemplated by the merger agreement), except 
that (1) the reference to “20%” in (i), (ii) and (iii) of the definition of third-party takeover proposal set forth above is each replaced by “W?oo/o”, (2) a 
third-party takeover proposal only means a transaction involving Progress Energy or Duke Energy, and not involving any of their respective 
subsidiaries or material businesses alone, and (3) the references to any subsidiary of either company owning, operating or controlling a material 
business in (ii) and (iv) of the definition of third-party takeover proposal set forth above are deemed to be deleted 

Other Expenses 

Expenses”, all expenses incurred in connection with the merger, the merger agreement and the other transactions Contemplated thereby will be paid 
by the party incurring such fees or expenses, whether or not the merger is completed, except that each of Duke Energy and Progress Energy will 
bear and pay one-half of the costs and expenses incurred in connection with 

the fillng, printmg and mailing of the registration statement on Form S-4 of which this document forms a part (includmg SEC filing 
fees); 

the f i b s  of the premerger notification and report forms under the HSR Act (including filing fees); and 

the preparation and fillng of all applications filings or other materials with the North Carolina Utilities Commission, the Public Service 
Commission of South Carolina, the Florida Public Service Commission, the Public Utilities Commission of Ohio, the Indiana Utility 
Regulatory Commission, and the Kentucky Public Service Commission. 

Except for expense reimbursement in certain circumstances described above under the caption “Termination Fees; Reinibursement of 
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The merger agreement requires that Progress Energy, as the surviving corporation in the merger with Diamond Ac on Corporation, fie 
any return with respect to, and pay, all state or local taxes (including penalties or interest with respect thereto), if any, awibutable to (i) tlie transfer 
of beneficial ownership of Progress Energy’s real property and (ii) the transfer of Progress Energy common stock pursuant to the merger agreement 

9 result of the merger. Duke Energy and Progress Energy will cooperate with respect to the fiing of tax returns, includmg supplying any 
Jrmation that i s  reasonably necessary to complete such terms. i 

Transition Committee 

includmg, to the extent permitted by applicable law, consulting with respect to operations andmajor regulatory decisions. The transition committee 
is co-chaired by James E. Rogers, 

Pursuant to the merger agreement, Duke Energy and Progress have established a transition committee to oversee integration planning, 
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Clmirman, President and Chief Executive Officer of Duke Energy, and William D. Jolmon, Chairman, President and Chief ]Executive Officer of 
Progress Energy. Duke Energy has appointed Lym J. Good, Group Executive and Chief Financial Officer of Duke Energy, and Marc E. Manly, 
Group Executive, Chief Legal Officer and Corporate Secretary of Duke Energy, as its other designees to the transition committee, and Progress 
Energy has appointed John R. McArthur, Executive Vice President, General Counsel and Corporate Secretary of Progress Energy, and Mark F. 
Mulliea Senior Vice President and Clief Financial Officer of Progress Energy, as its other designees to the transition committee. 

Coordination of Dividends 

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

We include additional information with respect to Duke Energy’s dividends following completion of the merger under the heading “The 
LvLerger-Dividends .” 

Charitable Contributions 

The parties have agreed that provision of charitable contributions and community support in their respective service areas serves a number of 
their important corporate goals. During the two-year period immediately following the completion of the merger, Duke Energy and its subsidiaries 
taken as a whole intend to continue to provide charitable contributions and community support within the service areas of the parties and each of 
their respective subsidiaries in each service area at levels substantially comparable to the levels of charitable Contributions and community support 
provided, directly or indirectly, by Duke Energy and Progress Energy w i t l ~  their respective service areas prior to the effective time of the merger. 

Amendment; Ea?rension and Waiver 

The merger agreement may be amended by tlie parties at any time before or after the Progress Energy shareholders approve the merger 
agreement or the Duke Energy Shareholders approve the reverse stock split and the share issuance. After any such approval, however, the e e s  
have agreed not to make any amendment that by law would require further approval by the shareholders of Duke Energy or Progress Energy 
without the further approval of those shareholders. The merger agreement may not be amended except by an instrument in writing signed on behalf 
of each of the parties. 

At any time prior to the completion of the merger, a party may: 

extend the time for the performance of any of the obligations or other acts ofthe other parties; 

waive any inaccuracies in the representations and warranties of the other parties contained in the merger agreement or in any document 
delivered pursuant to the merger agreement; or 

subject to the second sentence of tlie immediately preceding paragraplk waive compliance by the other parties with any of the 
agreements or conditions contained in the merger agreement. 

Any agreement on the part of a party to any such extension or waiver will be valid only if set forth in an instrument in writing signed on 
df of that party. The failure of any party to the merger agmement to assert any of its rights under the merger agreement or otherwise will not 

constituie a waiver of such rights. 
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Employee Benefit Matters 

evaluating and analyzing their respective employee benefit plans with a view towards maintaming appropriate plans for all employees and former 
employees of Duke Energy and Progress Energy and their respective subsidiaries who participate in the Duke Energy and Progress Energy 
employee benefit plans as of the completion of the merger (whom we refer to as combined company employees). After Completion of the merger, 
and until such time as Duke Energy and Progress Energy otherwise determine, subject to applicable laws and the terms of such plans, Duke 
Energy’s employee benefit plans and Progress Energy’s employee benefit plans will remain in effect for combined company employees. Prior to 
the completion of the merger, Duke Energy and Progress Energy will also cooperate to establish common retention, relocation and severance 
policies or plans that will apply to all combined company employees after the completion of the merger; provided, however, that beginning on the 
closing date of the merger and en- on the second anniversary of the closing date of the merger, each Progress Energy employee as of the closing 
date of the merger whose employment is terminated during such period will be eligible to receive severance benefits on terms and conditions no 
less favorable than those provided to employees of Progress Energy pursuant to plans or policies in effect immediately prior to the completion of 
the merger. 

The merger agreement provides that prior to the completion of the merger, Duke Energy and Progress Energy will cooperate in reviewing, 

With respect to each employee benefit plan in which combined company employees fmt become eligible to participate after the completion 
of the merger (which we refer to as a new plan), Duke Energy will, or will cause its subsidiaries to, use reasonable best efforts, subject to 
applicable law, to (i) waive certain pre-exis- conditions, exclusions and waitmg periods with respect to participation and coverage requirements 
applicable to combined company employees and their eligible dependents under any new plan, (ii) provide each combined company employee and 
their eligible dependents with credit for certain co-payments and deductibles paid prior to the completion of the merger for purposes of satisfjing 
any applicable deductible or out-of-pocket requirements under any new plans in which such employee may be able to participate after completion 
of the merger and (iii} recognize the service of each combined company employee with Duke Energy or Progress Energy or their respective 
affiliates, as applicable, prior to the completion of the merger, for all purposes (except with respect to benefit accrual under defined benefit pension 
plans) under any new plan in which such employee is eligible to participate after the completion of the merger. Service credit will not be given to 
the extent that crediting such service would result in tlie duplication of benefits. 

Duke Energy will assume the Progress Energy Management Clmge-in-Control Plan, or the Progress Energy CIC Plan, after giving effect to 
we amendment to the definitions of “good reason” and “Committee” as contemplated by the merger agreement Progress Energy agrees to either 
amend the Progress Energy CIC Plan with respect to equity awards granted after the execution of the merger agreement or provide in the applicable 
equity award agreements that those equity awards will include an amended and more limited defiition of “good reason” 

Progress Energy also acknowledges and agrees that neither it nor any of its subsidiaries will take any actions to fund a grantor trust or similar 
vehicle (e.g., a rabbi trust) that it currently maintains and Progress Energy will, prior to the completion of the merger, take all actions necessary to 
amend the applicable plans in order to eliminate any requirement to fund any such trust in connection with the transactions contemplated by the 
merger agreement. 

After the completion of the merger, Duke Energy will assume all obligations under the Amended and Restated Supplemental Senior 
Executive Retirement Plan of Progress Energy, or the SEW, provided that notling in the merger agreement prohibits Progress Energy or its 
affiliates or their respective successors or assigns from m o e i n g ,  amending or terminating the SERP in accordance with its terms and applicable 
law. However, no modification, amendment or termination may adversely affect a participant’s accrued benefit or the right to a payment under the 
provisions of the SERP as in effect immediately prior to the modification, amendment or termination In the event that the SEW is amended in a 
manner that would otherwise reduce a participant’s right to accrue future benefits under the SERP, Duke Energy will provide the participant with 
the opportunity to earn 
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additional benefits under the SEW (or another Compensation or benefit arrangement) equal to no less than the incremental amount that the 
participant would have earned under the SERP in the absence of such amendment, except that such incremental amount will be calculated based on 
compensation earned by the participant prior to the completion of the merger, as increased after the completion of the merger by cost of living 

atments. Progress Energy will amend the SERP as soon as practicable after the execution of the merger agreement to provide that no individual 
j become a participant in the SERP following the execution of the merger agreement 

After the completion of the merger, outstanding awards under the Progress Energy Management Incentive Compensation Plan will be 
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assumed by Duke Energy at a level and providing an m u a l  incentive comp 
Progress Energy Management Incentive Compensation Plan. The perform 
made under the awards solely on account of the completion of the merger). The applicable performance criteria and vesting requirements for each 
such award will be adjusted by the compensation committee of the Duke Energy board of directors, as it determines to be appropriate and equitable 

.eflect the performance of Progress Energy prior to the completion of the merger, the transactions contemplated by the merger agreement and 

on opportunity that is not 
d for each award will r 

at provided under tlie 
(so no payments will be 

Aormance measures under awards made to similarly situated employees of Duke Energy. 

Representations and Warranties 

other, including with respect to: 
The merger agreement contains substantially reciprocal representations and warranties made by Duke Energy and Progress Energy to each 

. 

. 

. 

. 

. 

. 

. . 
* 

. . 

. 

corporate organization and qualification; 

capital structure; 

corporate authority to enter into the merger agreement, perform its obligations and, subject to o b e g  shareholder approval, 
consummate the transactions contemplated thereby; 

absence of any breach of organizational documents, law or material agreements as a result of the transactions contemplated by the 
merger agreement; 

government and regulatory approvals required in connection with the transactions contemplated by the merger agreement; 

SEC filings, f i c i a l  statements and compliance with the Sarbanes-Oxley Act of 2002; 

absence of certain changes, events or developments that, individually or in the aggregate, have had or could reasonably be expected to 
have a material adverse effect on such company; 

absence of undisclosed li 

absence of certain litigation; 

material truth and accuracy of certain information supplied in connection with the preparation of this document and the registration 
statement on Form S-4 of which th is document is a part; 

possession of requisite permits and compliance with laws and orders; 

proper filing of tax returns and certain other tw: matters; 

certain employee benefits matters and compliance with the Employee Retirement Income Security Act of 1974, as amended; 

certain labor and employee relations matters; 

environmental matters; 

ownership and operation of the nuclear generation stations owned, in whole or in pad, by such company and its subsidiaries; 

135 

Table of Contents 

* 

* 

maintenance of adequate insurance; 

shareholder vote required to approve the merger agreement and the transactions contemplated thereby; 

opinions of the financial advisors to such company; 

ownership of Duke Energy capital stock, in the case of Progress Energy, and Progress Energy capital stock, in the case of Duke Energy; 

inapplicability of state anti-takeover statutes; 

establishment of and compliance with policies with respect to energy trading; 

absence of breach of or default under the terms of material contracts; and 

compliance with specified anti-bribery laws. 

The merger agreement also contains certain representations and warranties of Duke Energy with respect to Merger Sub, its wholly-owned 
diary,  includmg, among others, corporate organization and corporate authority to enter into the merger agreement and the transactions 
.[emplated thereby. 

The representations and warranties noted above are subject to qualifications and limitations agreed to by Duke Energy and Progress Energy 
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egotiating the terms of the merger agreement. Some of these repres and warranties are qualified by “material adverse 
sentation so qualified will be deemed untrue, inaccurate or incorrect equence of any change, effect, event, occurrence 

if that change, effect, event, occurrence or state of facts (a) would have, or would reasonably be expected to have, an effect 
that is materially adverse to the business, assets, properties, financial condition or results of operations of the company makmg the representation 

’ its subsidiaries, taken as a whole, or (b) prevents or materially delays the party making the representation from performing its material 
rger agreement. In 
ent provides that the 

der the merger agreement or the comp 
whether a material adverse effect exists 

parties (subject to certain exceptions) will disregard any effects resulting 
conditions generally (in each case, to the exTent not disproportionately affecting the party making the representation and its subsidiaries, taken as a 
whole, as compared to similarly situated entities), (2) change conditions generally affecting the U.S. economy or financial markets or generally 
affecting any of the segments of the industry in which the 
disproportionately affectmg the 
(3) the announcement or compl 
request of the other party. 

) changes in international or national political or regulatory 

person or any of its subsidiaries operates (in each case, to the extent not 
making the representation and its subsidiaries, taken as a 

or compliance witls the merger agreement, or (4) any 

Covenants of Duke Energy and Progress Energy 

between the date of the merger agreement and the completion of the merger. e Energy and Progress Energy has agreed to 
(i) conduct its and its subsidiaries’ business in the ordinary course and (ii) use 
subsidiaries’ business organizations, maintain its rights and permits and preserve its relationships with governmental authorities, customers and 
suppliers. 

Each of Duke Energy and Progress Energy has agreed to customary covenants in the merger agreement restricting the conduct of its business 

le efforts to preserve intact its and its 

In addition, between the date of the merger agreement and the completion of the merger, each of Duke Energy and Progress Energy agreed, 
with respect to itself and its subsidiaries, not to, among other t l i n g s ,  undertake any of the following, subject to certain exceptions: 

amend or propose to amend its certificate of incorporation or, other tlm in a manner that would not materially restrict the operation of 
its or their businesses, its by-laws or its subsidiaries’ certificates of 
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incorporation or by-laws (or equivalent organizatioid documents), except that Duke Energy may amend its amended and restated 
certificate of incorporation in connection with the reverse stock split in respect of Duke Energy common stock as required by the 
merger agreement; 

declare, set aside or pay any dividends on or make other distributions in respect of any of its capital stock, other than regular quarterly 
cash dividends as described under the headmg “-Coordination of Dividends” and certain other specified exceptions; 

split, combine, reclasslfy or take similar action with respect to any of its capital stock or share capital; 

issue or authorize or propose the issuance of any other securities in respect of, in lieu of, or in substitution for shares of its capital stock 
or comprised in its s h e  capital; 

adopt a plan of complete or partial liquidation or resolutions providing for or authorizing such liquidation or a dissolution, merger, 
consolidation, restructuring, recapitalization or other reorganization; 

repurchase or otherwise acquire any shares of its capital stock or any option with respect to its capital stock, subject to specified 
exceptions; 

with respect to Duke Energy, bind Duke Energy to any restriction not in existence as of January 8,201 1 on the payment by Duke 
Energy of dividends and distributions onDuke Energy common stock, 

issue, deliver or sell, or authorize or propose tlie issuance, delivery or sale of, any shares of its capital stock or any option with respect 
thereto or modify or amend any right of any holder of outstanding shares of tlieir capital stock or any option with respect thereto, other 
tlian in connection with equity-based benefit plans and restricted stock and equity awards under certain circumstances; 

make capital expenditures or acquisitions in excess of, in the case of Duke Energy, $300 million, and in the case of Progress Energy, 
$1 50 million, or outside of certain specified geographic areas; 

sell, lease or grant any security interest in or otherwise dispose of or encumber any of its assets or properties if the aggregate value of all 
such dispositions exceeds or may exceed: 

* 

in the case of Duke Energy, $300 million (no more tlm $1 50 million of which may be for any disposition or series of related 
dispositions of any person, asset or property located outside the United States), and 
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in the case of Progress Energy, in the aggregate, $150million. 

incur or guarantee any indebtedness othe ees and letters of credit, each in the ordinary 
course of business, (ii) borrowings under , (hi) indebtedness incurred in connection 
with the refundmg or refinancing of existing indebtedness, (iv) indebtedness incurred to finance acquisitions permitted by the merger 
agreement or indebtedness assumed in relation thereto, (v) other indebtedness in an aggregate principal amount not to exceed, in the 
case of Duke Energy, $500 million, and, in the case of Progress Energy, $250 milli 
pursuant to energy price risk arketing positions established prior to ebtedness owed to 
any direct or indirect wholly of the party, or in the case of a subsid 

es or other credit support issued 

loans or advances to any other person, other than (i) in the or- course of business consistent with past practice, (ii) to 
or indirect wholly-owned subsidiary of a party, or, in the case of a subsidiary of a party, to such party or (iii) as required 

pursuant to any obligation in effect as of January 8,201 1 ; 

permit any material change in policies relating to energy price risk management or marketing of energy (other than as a result of 
acquisitions or capital expenditures permitted under the merger agreement) or enter into certain transactions in commodities, exchange 
traded fbtures and options or made over the counter, other than as permitted by the respective party’s risk management guidelines; 
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enter into, adopt, amend or terminate any employee benefit plan, or other agreement, arrangement, plan or policy between the party or 
one of its subsidiaries and one or more of its directors, officers or employees; 

except for normal increases in the ordinary course of business consistent with past practice, increase in any manner the compensation or 
fringe benefits of any director, executive officer or other employee or pay any benefit not required by any plan or arrangement in effect 
as of January 8,2011; 

change its accounting methods in a way that materially affects reported consolidated assets, liab es or results of operations, except as 
required by law or GAAP; 

except as could not reasonably be expected to have a material adverse effect on such party, settle any claim, action or proceeding 
relating to taxes, or make any tax election; 

waive, release, assign, settle or compromise any claim, action or proceeding (i) with respect to the payment of monetary damages, for 
an amount greater than its reserves or exceedmg, in the case of Duke Energy, $30 million individually or $1 00 million in the aggregate, 
and in the case of Progress Energy, $15 million individually or $50 million in the aggregate, in each case during any consecutive 
twelve-month period and (ii) with respect to nonmonetary terms and conditions therein, that results in the imposition of or requirement 
of actions that would reasonably be expected individually or in the aggregate to have a material adverse effect on such party; 

enter into any contract that would materially resirict, after completion of the merger, Duke 
Progress Energy) with respect to engaging or competing in any line of business or in any g 

other than in the ordinary course of business with respect to Progress Ehergy, and generally for Duke Energy, waive, release, or assign 
any material rights or claims under, or materially modify or terminate any contract that is material to such party and its subsidiaries, 
taken as a whole (A) in any manner that is materially adverse to such party or (E3) which would prevent or materially delay the 
completion of the merger and the other hansactions contemplated by the merger agreement, except with respect to any contract 
permitted under specified provisions of the merger agreement. 

subsidiaries (including 

Each party will use its reasonable best efforts (subject to, and in accordance with, applicable law) to take, or cause to be taken, promptly all 
actions, and to do, or cause to be done, promptly and to assist and cooperate with the other parties in doing, all thlllgs necessary, proper or 
advisable to complete and make effective the merger and the other transactions contemplated by the merger agreement. For purposes of the merger 
agreement, “reasonable best efforb” does not include and will not require any party to take any action that would have a “burdensome effect”, as 
we explain that term above under the heading “Conditions to Completion of the Merger” above. 
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The Unaudited Pro Forma Condensed Combined Consolidated Financial Statements (which we refer to as the pro forma financial 
statements) have been primarily derived from the historical consolidated f m c i a l  statements. of Duke Energy and Progress Energy incorporated by 
reference into this document 

I The Unaudited Pro Forma Condensed Combined Consolidated Statement of Operations (which we refer to as the pro forma statement of 
,rations) for the year ended December 31,201 0 gives effect to the merger as if it were completed on January 1,201 0. The Unaudited Pro Forma 

ed Combined Consolidated Balance Sheet (which we refer to as the pro forma balance sheet) as of December 31, 2010 gives effect to the 
if it were completed onDecember 31, 2010. 

The merger agreement provides tlmt each outstandmg share of Progress Energy common stock (other than shares owned by Progress Energy 
(other than in a fiduciary capacity), Duke Energy, or Diamond Acquisition Corporation, which will be cancelled) will be converted into the right to 
receive 2.6125 shares of Duke Energy common stock subject to appropriate adjustment for a reverse stock split of the Duke Energy common stock 

proportionately to reflect a 1 -for-3 reverse stock split with respect to the issued and outshdmg Duke Energy common stock that Duke Energy 
plans to implement prior to, a id  conditioned on, the completion of the merger. The resulting adjusted exchange ratio will be 0.87083 of a share of 
Duke Energy common stock for each share of Progress Energy common stock. The pro forma statement of operations illustrates pro forma 
earnings per common share and weighted average common shares outstan- based both on the unadjusted exchange ratio of 2.6125 and the 
reverse stock split adjusted exchange ratio of 0.87083, 

lated in the merger agreement and with cash generally to be paid in lieu of fractional shares. The exclmge ratio will be adjusted 

The historical consolidated financial information has been adjusted in the pro forma financial statements to give effect to pro forma events 
that are: (1) directly attributable to the merger; (2) factually supportable; and (3) with respect to the statement of operations, expected to have a 
continuing impact on the combined results of Duke Energy and Progress Energy. As such, tlie impact from merger related expenses is not included 
in the accompanying pro forma statement of operations. However, the impact of these expenses is reflected in the pro forma balance sheet as an 
increase to accounts payable and a decrease to retained earnings. 

The pro forma financial statements do not reflect any cost savings (or associated costs to achieve such savings) from operating efficiencies 
( e g ,  savings related to fuel and joint dispatch of the combined entity’s generation) or synergies that could result from the merger. Furtlier, the pro 
forma f m c i a l  statements do not reflect tlie effect of any regulatory actions that may impact the pro forma financial statements when tlie merger is 
completed In addition, the pro forma f m c i a l  statements do not purport to project the future financial position or operating results of the 
combined company. Transactions between Progress Energy and Duke Energy during the periods presented in the pro forma fmancial statements 
have been eliminated as if Duke Energy and Progress Energy were consolidated affiliates during the periods. 

United States generally accepted accounting principles require that one party to the merger be identified as the acquirer. In accordance with 
ulese standards, the merger of Duke Energy and Progress Energy will be accounted for as an acquisition of Progress Energy common stock by 
Duke Energy and will follow tlie acquisition method of accounting for business combinations. The purchase price ultimately will be determined on 
the acquisition date based on the fair value of the shares of Duke Energy common stock issued in the merger. The purchase price for the pro forma 
financial statements is based on the closing price of Duke Energy common stock on the NYSE on April 21,201 1 of $1 8.45 per share and the 
exchange of Progress Energy’s outstanding shares of common stock for tlie right to receive 2.61 25 shares of Duke Energy common stock (refer to 
Note 2 to the pro forma financial Statements for additional information related to the preliminary purchase price). 
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Assumptions and estimates underlying the pro forma adjustments are described in the accompanying notes, which should be read in 
connection with tlie pro forma f m c i a l  statements. Since tlie pro forma f m c i a l  statements have been prepared based on preliminary estimates, 
tlie final amounts recorded at the date of the merger may differ materially &om the information presented. These estimates are subject to change 
pendug further review of the assets acquired and liabilities assumed and the final purchase price. 

The pro forma f i c i a l  statements have been presented for illustrative purposes only and are not necessarily indicative of results of 
operations and financial position that would have been achieved had tlie pro forma events taken place on the dates indicated, or tlie &e 
consolidated results of operations or f m c i a l  position of tlie combined company. 

The following pro forma financial statements should be read in conjunction with: 

the accompanying notes to the pro forma financial statements; 

the separate historical consolidated f m c i a l  statements of Duke Energy as of and for the year ended December 31,201 0 included in 
Duke Energy’s Form IO-K and incorporated by reference into this document; 

the separate historical consolidated financial statements of Progress Energy as of and for the year ended December 31,201 0 included in 
Progress Energy’s Form IO-K and incorporated by reference into this document; and 
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the other idomsation contained in or incorporated by reference into t h i s  document. 
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DUKE ENERGY CORPORATION AND PROGRESS ENERGY, INC. 
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEMENT OF OPERATIONS 

For the Year Ended December 31,2010 
(In millions, except per share amounts) 

Operating Revenues: 
Regulated electric 
Non-regulated elec 
Regulated natural gas 

a1 gas and other 

Total operating revenues 

uel used in electric g 
power-regulated 

Fuel used in electric g 
power-non-regulated 

r 

Property and other taxes 
Goodwill and other impairment charges 

Total operating exyenses 
ns 

net 
Operating Income 
Other Income and Expenses, Net 
Interest ExDense 
Income From Con ons Before Income 

Taxes 
Income Tax Expense From Continuing Operations 
Income From Continuing Operations 
Less: Net Income From Continuing Operations 

Attributable to Noncontrolling Interests 
Net Income From Continuing Operations 

Attributable to Controlling Interests 

Duke Energy 
Corporation 3(a) 

$ 10,723 
2,930 

61 9 
14,272 

3,345 

1,199 
381 

3,825 
1,786 

7 02 
726 

11,964 

153 
2,461 

589 
840 

2,210 
890 

1,320 

3 

$ 1,317 

Progress Energy, Pro Forma Pro Forma 
Ine 3fa) Adjustments E CombLned 

$ 10,176 $ 20,869 
14 2,944 

- 61 9 
191 90 (30) 24,432 

__ 

437 (30) 7,894 

- - 1,199 
- 381 

2,043 - 5,868 
920 - 2,7 06 
580 - 1,282 

10 - 736 

- 

8,132 

(4) 
2,054 

99 
747 

1,406 
539 
867 

(30) 20,066 

149 
- 4,515 
- 688 
(65) (c> 1,522 

65 3,681 

39 2,226 

.__ 

26 ( 4  1,455 

10 - 7 

$ 860 $ 39 $ 2,216 

Earninm Per Common Share and Common Shares Outstandin?. Assuminy Unadiusted ExchanPe Ratio of 2.6125 
Basic Earnings Per Share From Continuing 

Operations Attributable to Common 
Shareholders $ 1 .oo $ 2.36 $ 1.06 

Operations Attributable to Common 
Shareholders $ 1 .oo $ 2.96 $ 1.06 

Basic 1,318 291 478 (e> 2,087 
Diluted 1,319 291 478 (e> 2,088 

pro Forma Earnines Per Common Share and Common Shares Outstanding. Assuming Exchange Ratio ofO.87083. Adiusted for 1-for-3 

Diluted Earnings Per Share From Continuing 

Weighted Average Common Shares Outstanding 

Reverse Stock Split 
.ic Earnings Per Share From 
Operations Attributable to C 
Shareholders $ 3.00 $ 2.96 $ 3.18 
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2.96 $ 3.18 

(35) 
(35) 

See accompanying Notes to the Unaudited Pro Forma Condensed Combined Consolidated Financial Statements, wlich are an integral part of these 
statements. 
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DUKE ENERGY CORPORATION AND PROGRESS ENERGY, INC. 
UNAUDITED PRO FORMA CONDENSED COMBWED CONSOLIDATED BALANCE S D E T  

As of December 31,2010 
(In millions) 

ASSETS 
Current Assets 
Cash and cash equivalents 
Receivables, net 
Inventory 
0 

Investments and Other Assets 
dear decommissioning trust funds 

0 

Property, Plant and Equipment 
Total investments and other assets 

Total Assets 
ANDEQUITY 
ities 

Accounts payable 
Current maturities of long-term debt 
Other 

Total current liabilities 
Long-term Debt 
Deferred Credits and Other Liabilities 
Deferred income taxes 
Investment tax credits 
Asset retirement obligations 
Other 

Total deferred credits and other liabilities 
Commitments and Contingencies 
Preferred Stock of Subsidiaries 

uity 
mnon Stock 

Additional paid-in capital 
Retained earnings 

Duke Energy 
Corporation 3(a) 

$ 1,670 
2,157 
1,318 
1,078 
6.223 

201 4 
3,858 
3,392 
9,264 

58,539 
18,195 
40.344 
3,259 

$ 59,090 

$ 1,587 
275 

2.035 
3.897 

17,935 

6,978 
359 

1,816 
5,452 

14,605 

1 
21,023 

1,496 

Progress Energy, Pro Forma 
Inc. 3(a) Adjustments 

1,571 __ 

3,655 4,394 
47 9 29 

21.41 0 - 
2,463 71 6 

$ 33,054 $ 4,998 

$ 994 $ 82 
505 16 

2,955 27 
12,348 1,075 

1,456 (71 1 

1,696 (1 26) 

1,200 - 

4,625 (95) 
7,631 (221 1 

__ 110 

- 93 

7,343 (7,342) 

2,805 (2,860) 
___ 14,194 

Pro Forma 
Combined 

$ 2,281 
3,182 
2,537 
1,558 
9,558 

3,585 
1 1,907 
3,900 

19,392 

30,705 
61,754 
6,438 

$ 97,142 

$ 2,663 
796 

3,420 
6,879 

31,358 

8,548 
469 

3,016 
9,982 

22,015 

93 

2 
35,217 

1,441 
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$ 59,090 $ 33,054 $ 4,998 $ 97,142 
P 

See accompanying Notes to the Unaudited Pro Forma 
statements. 

ndensed Combined Consolidated Financial Statements, which are an integral part of these 

142 

Tsble of Contents 

NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED 
ELNANCW STATEMENTS 

Note 1. Basis of Pro Forma Presentation 

statement of operations for the year ended December 31, 201 0 gives effect to the merger as if it were completed on Januay 1, 
balance sheet as of December 31, 2010 gives effect to the merger as if it were completed onDecember 31, 2010. 

The pro forma financial statements have been derived from the historical consolidated fmancial statements of Duke Energy and Progress 
Energy that are incorporated by reference into this document Assumptions and estimates underlying the pro forma adjustments are described in 
these notes, which should be read in conjunction with the pro forma financial statements. Since 
prepared based upon preliminary estimates, the f m l  at the date of the merger 
presented These estimates are subject to change pen of the assets acquired 

financial statements have been 
terially from the information 

The merger is reflected in the pro forma financial statements as an acquisition of Progress Energy by Duke Energy, k e d  on the guidance 
provided by accounting standards for business combinations. Under these accounting standards, the total estimated purchase price is calculated as 
described in Note 2 to the pro forma fmancial statements, and the assets acquired and the liabilities assumed have been measured at estimated fair 

le. For the purpose of measuring the estimated fair value of the assets acqu 
 dance for fair value measurements. Fair value is defrned as the price that wo 
orderly transaction between market participants as of the measurement date. The fair value measurements utilize estimates based on key 
assumptions of the merger, includmg historical and current market data. The pro forma adjustments included herein are preliminary and will be 
revised at the time of the merger as additional information becomes available and as additional analyses are performed The fmal purchase price 
allocation will be determined at the time that the merger is completed, and the final amounts recorded for the merger may differ materially from the 
information presented. 

abilities assumed, Duke Energy has applie 
t or paid to transfer a 

Estimated transaction costs have been excluded from the pro forma statement of operations as they reflect non-recWing charges directly 
related to the merger. However, the anticipated transaction costs are reflected in the pro forma balance sheet as an increase to accounts payable and 
a decrease to retained earnings. 

The pro forma financial statements do not reflect any cost savings (or associated costs to achieve such savings) from operating efficiencies 
(e.g., savings related to fuel and joint dispatch of the combined entity’s generation), synergies or other restructuring that could result from the 
merger. Further, the pro forma financial statements do not reflect the effect of any regulatq actions that may impact the pro forma financial 
statements when the merger is completed. 

Progress Energy’s regulated operations comprise electric generation, transmission and distribution operations. These operations are subject to 
the rate-setting authority of the Federal Energy Regulatory Commission, the North Carolina Utilities Commission, the Public Service Commission 
of South Carolina, and the Florida Public Service Commission and are accounted for pursuant to U.S. generally accepted accounting principles, 
includmg the accounting guidance for regulated operations. The rate-setting and cost recovery provisions currently in place for Progress Energy’s 
regulated operations provide revenues derived from costs includmg on investment of assets and liabilities included in rate base. Thus, the 
fair values of Progress Energy’s tangible and intangible assets and li subject to these rate-sening provisions approximate their carrying 
values, and the pro forma financial statements do not reflect any net adjustments related to these amounts. 
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED FINANCIAL STATEMENTS - (Continued) 

Note 2. Preliminary Purcliase Price 

,..der than in a fiduciary capacity), D will be cancelled) will be converted into the right to 
receive 2.6125 shares of Duke Energy common stock subject to appropriate adjustment for a reverse stock split of the Duke Energy common stock 
as contemplated in tlie merger agreement and with cash generally to be paid in lieu of fractional shares. Each outstandmg option to acquire, and 
each outstanding equity award relating to, one share of Progress Energy c an option to acquire, or an equity 
award relating to, 2.61 25 shares of Duke Energy common stock, as appl 

e ratio will be adjusted proportionately to reflect a 1 -for 
common stock that Duke Energy plans to implement prior to, an 
ratio is 0.87083 of a share of Duke Energy common stock for each share of Progress Energy common stock. 

I The merger agreement provides each outstandmg share of Progress Energy c stock (other than shares owned by Progress Energy 
ergy, or Diamond Acquisition Corporatio 

The purchase price for the merger is estimated as follows (shares in thousands): 

Adjusted to 
Reflect Reverse 
Stock Split 

Progress Energy shares outstandmg as of December 31,201 0 293,202 293,202 
Exchange ratio 2.6125 0.87083 
Duke Energy shares issued 765,990 255,329 

$ 18.45 $ 55.35 
$ 14,133 $ 14,133 

Fair value of outstanding earned stock co $ 62 $ 62 
Total estimated purchase price (in millions) $ 14,195 $ 14,195 

The preliminary purchase price was computed using Progress Energy’s outstan- shares as of December 31, 201 0, adjusted for the 
exchange ratio. The preliminary purchase price reflects the market value of Duke Energy’s common stock to be issued in connection with the 
merger based on the closing price of Duke Energy’s common stock on April 21,201 1. The preliminary purchase price also reflects the total 
estimated fair value of Progress Energy stock compensation awards outstanding as of December 31, 201 0, excludmg the value associated with 

doyee service yet to be rendered 

The preliminary purchase price as adjusted for die reverse stock split assumes tlxt the reverse stock split will result in the price of Duke 
Energy common stock increasing by a factor of 3. It should be noted that there is no guarantee that the Duke Energy reverse stock split will result 
in a proportionate increase in the market price of Duke Energy common stock. 

The preliminary purchase price will fluctuate with the market price of Duke Energy’s common stock until it is reflected on an actual basis 
when the merger is completed. An increase or decrease of 20 percent in Duke Energy’s common share price from the price used above would 
increase or decrease the purchase price by approximately $2,800 million 
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED FINANCIAL STATEMEWIS - (Continued) 

Note 3. Adjustments to Pro Forma Financial Statements 

The pro forma adjustments included in the pro forma financial statements are as follows: 

(a) Duke Energy aiidProgressEnergy lzistoiical presentation. The accompanying pro forma statement of operations excludes the results of 
discodnued operations. Based on the amounts reported in the consolidated statements of operations and balance sheets of Duke Energy and 
Progress Energy as of and for year ended December 31,201 0, certain financial statement line items included in Progress Energy’s historical 
presentation have been reclassified to conform to corresponding fmancial statement line items included in Duke Energy’s historical presentation. 
These reclassifications have no material impact on the historical operating income, net income from continuing operations attributable to 
- -?trolling interests, total assets, liabilities or shareholders’ equity reported by Duke Energy or Progress Energy. 

Additionally, based on Duke Energy’s review of Progress Energy’s summary of significant accounting policies disclosed in Progress 
Energy’s fmancial statements and preliminary discussions with Progress Energy management, the nature and amount of any adjustments to the 
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historical financial statements of Progress Energy to conform its accountmg policies to those of Duke Energy are not expected to be material. 
Upon completion of the merger, further review of Progress Energy’s accounting policies and financial statements may result in revisions to 
Progress Energy’s policies and classifications to conform to Duke Energy. 

The allocation of the preliminary purchase price to the fair values of assets acquired and liabilities assumed includes pro forma adjustments 
reflect the fair values of Progress Energy’s assets and liabilities. The allocation of the preliminary purchase price is as follows (in millions): 

Current Assets $ 3,300 
21 410 

$ 38,015 
s of Long-Term Debt 

es and Preferred Stock 

Total Liabilities and Preferred Stock 
TotaI Estimated Purchase Price (in millions) 

(23,820) 
$ 14,195 

Adjistmetits to Pro Forma Condensed Combined Consolidated Statement of Operations 

(b) Operating Reseimes-Regulated Electric and Operatimg Expeizses--FneI Used in Electric Generation and Purchase Power-Regulated. 
Primarily reflects the elimination of electric transmission transactions between Duke Energy and Progress Energy that occurred during 201 0, as if 
Duke Energy and Progress Energy were consolidated affiliates during tlie period. 

(c) ItzterestExpense. The net adjustment amount reflects a reduction in interest expense as a result of the amortization of the pro forma fair 
value adjustment of Progress Energy’s parent company debt ($57 million for the year ended December 31,201 0) and the elimination of 
amortization of deferred costs related to this debt ($8 million for the year ended December 31, 201 0). The effect of the fair value adjustment is 
being amortized 
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NOTES TO THE UNAUDITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED FINANCZAL STATEMENTS - (Continued) 

over the remaining life of tlie individual debt issuances, with the longest amortization period being approximately 28 years. The final fair value 
determination of the debt will be based on prevailing market interest rates at the completion of the merger and the necessary adjustment will be 
amortized as a reduction (in the case of a premium to bookvalue) or an increase (in the case of a discount to book value) to interest expense over 
the remaining life of the individual debt issuances. The portion of the adjustment related to Progress Energy’s regulated company debt is offset by a 
net increase to regulatory assets, and amortization of these adjustments ($84 million for the year ended December 31, 201 0) will offset each other 
with no effect on earnings. 

(d) Income Tax Expense. The pro forma adjustments include the income tax effects of the pro forma adjustments calculated using an 
estimated statutory income tax rate of 39%. 

(e) Shares Outstanding. Reflects the elimination of Progress Energy’s common stock and the issuance of approximately 766 million common 
shares of Duke Energy, using the unadjusted exchange ratio of 2.61 25, or 255 million shares using the adjusted exchange ratio of 0.87083. The 
adjusted exchange ratio of 0.87083 reflects tlie planned 1 -for-3 reverse stock split as discussed in Note 2. This share issuance does not consider 
that fractional shares will be paid in cash, as applicable. 

The pro forma weighted average number of basic shares outstanding is calculated by addmg Duke Energy’s weighted average number of 
basic shares outstanding for the year ended December 31,201 0 (presented without consideration of the planned reverse stock split and also 
presented to adjust for the planned reverse stock split) and the number of Duke Energy sliares expected to be issued to Progress Energy 
shareholders as a result of tlie merger (presented without consideration of the planned reverse stock split and also presented to adjust for the 
planned reverse stock split). The pro forma weighted average number of diluted shares outstanding is calculated by addmg Duke Energy’s 
weighted average number of diluted shares outstandmg for the year ended December 31,2010 (presented without consideration of the planned 

n e  stock split and also presented to adjust for the planned reverse stock split) and the number of Duke Energy shares expected to be issued as 
. ..mitt of the merger @resented without consideration of the planned reverse stock split and also presented to adjust for the planned reverse stock 
split). 
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Adjusted to 
Reflect Reverse 

Year Ended December 31 2010 

3 1 - 
2,087 - - 

2,088 696 

* Refer to Note 2 for supporting calculation 

Adjust~netits to Fro For~ita Cottderised Combined Corisolidated Balance Sheet 

(0 Iizventoty. Emissi 
as intangible assets within 

owances and renewable 
tments and Other Assets 

ccounted for as inventory by Progress Energy, have been reclassified 
to Duke Energy’s accounting policy (decrease of $ 
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NOTES TO TEU.3 UNAUDITED PRO FORMA CONDENSED 
COMBINED CONSOLIDATED Flu‘JANCIAL STATEMENTS - (Continued) 

(8) Regulatory Assets and DeferredDebits. Includes a pro forma net increase to regulatory assets ($9 million in other current assets and $610 
’lion in regulatory assets and deferred debits) to reflect the fair values of debt instruments of Progress Energy’s regulated subsidiaries (an 
.rease to current maturities of long-term debt and long-term debt of $9 million and $610 million, respectively, as described in Note 3(m)). An 

estimate of the hture amortization of this regulatory asset fair value adjustment over the next five years, which will offset a portion of the debt fair 
value adjustment amortization (related to regulated operations) described in Note 3(m), is as follows (in millions): 

Preliminary Annual 
Amortization, pre- 

tax 
201 1 $ 82 
201 2 71 
201 3 51 
201 4 42 
201 5 36 

Also, regulatory assets and deferred debits were reduced by $21 million to eliminate deferred costs on parent company debt Additional 
adjustments to regulatory assets are discussed in Note 3(1) (decrease to regulatory assets of $1 8 million), andNote 3(n) (increase in regulatory 
assets of $1 45 million). 

(h) Goodwill. Reflects the preliminary estimate of the excess of the purchase price paid over the fair value of Progress Energy’s identifiable 
assets acquired and liabilities assumed. The estimated purchase price of the transaction, based on the closing price of Duke Energy’s common stock 
on the NYSE on April 21,201 1, and the excess purchase price over the fair value of the identifiable net assets acquired is calculated as follows (in 
millions): 

Preliminary purchase price 
Less: Fair value of net assets acquired 
Less: Progress Energy existing goodwill 
Pro forma goodwill adjustment 

$14,195 
(a 46) 
(3,655) 

$ 4,394 

: goodwill resulting from the merger, based onthe preliminary purchase price, is estimated to be $8,049 million. 

(i) Other Long-Tern Assets. Represents the pro forma adjustment to reflect the fair value of Progress Energy’s emission allowances and 
renewable energy certificates at current market prices (increase of $22 million, offset with an increase in regulatory liabilities). Also includes the 
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reclassification of emission allowances and renewable energy certificates from inventory (increase of $7 million). 

(i) Accounts Payable. Represents the accrual for estimated non-recurring merger transaction costs of $90 million for the combined companies 
to be incurred after December 31, 2010. Also refer to Note 3(n). 

(k) Deferred Income Taxes. Primarily represents the estimated net deferred tax asset, based onthe estimated post-merger composite domestic 
This 
or 

of 39% multiplied by th 
is different from Duke 

tments re 
e tax rate 

e assets acquired and liabilities assumed, excluding g 
ended December 31,201 0, which includes other tax 

benefits, and does not take into account any historical or possible future tax events that may impact the combined company. 
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NOTES TO THE UNAUDI’IXD PRO FORMA CONDENSED 
C O M B m D  CONSOLIDATED FINANCIAL STA’IXMENTS - (Continued) 

(1) Derivative Assets arid Liab s. Represents a pro forma adjustment to conform Progress Energy’s accounting policy of presenting 
derivative mark-to-market and posted collateral amounts on a gross basis, with Duke Energy’s accounting policy to net derivative mark-to-market 
and posted collateral amounts, when such amounts exist with the same counterparty under a master netting agreement These adjustments resulted 
in decreases in various asset and liability accounts ($8 million in accounts receivable, $170 million in other current assets, $18 million in 
regulatory assets, $8 million in accounts payable, $71 million in other current liabilities, and $1 17  million other deferred credits and other 
liabilities). 

(m) Long-Tern Debt. In connection with the merger, Duke Energy will consolidate all of Progress Energy’s outstandug debt. The pro forma 
adjustment represents the fair value adjustments to increase Progress Energy’s parent company debt (current maturities of long-term debt and 
long-term debt of $7 millio 

’3t of $9 million and $61 
2 final fair value determination of the debt will be based on prevailing market prices at the completion of the merger. The resulting adjustment 

to the parent debt will be amortized as a reduction (if there continues to be a premium to book value) to interest expense over the remaining life of 
the debt, as described in Note 3(c). The portion of the adjustment related to Progress Energy’s regulated company debt is offset by an increase to 

assets, and amortization of these adjustments will offset each other with no effect on earnings, as described in Note 3(g). An estimate of 

ated companies’ debt (current maturities 
market prices for the individual debt sec 

-term debt and long-term 
of December 31, 2010. 

ortization of the total fair value adjustments over the next five years is as follows (in millions): 

Preliminary Annual 
Amortization, pre-tax 

201 1 
2012 
201 3 
201 4 
201 5 

$ 1 33 
112 
88 
72 
65 

(n) SharehoZders’Equity. The pro forma balance sheet reflects the elimination of Progress Energy’s historical equiiy balances, includug the 
components of accumulated other comprehensive incomefloss (“AOCI”) not related to the regulated operations ($38 million, net of tax), the 
reclassification of certain AOCI amounts related to regulated operations to regulatory assets ($87 million, net of tax, or $145 million, pre-tax), and 
recognition of approximately 766 million new Duke Energy common s h e s  issued ($1 million of common stock at $0.001 par value and $1 4,132 
million of additional paid-in capital). Amounts in additional paid-in capital also include $62 million to reflect the portion of the purclme price 
related to the total estimated fair value of stock compensation awards outstanding as of December 31,201 0, excluding the value associated with 
employee service yet to be rendered As discussed in Note 2 andNote 3(e), the exchange ratio will be adjusted proportionately to reflect a 1 -for-3 
reverse stock split with respect to the issued and outstanding Duke Energy common stock that Duke Energy plans to implement prior to, and is 
conditioned on, the completion of the merger. The reverse stock split will not change the amount of total shareholder’s equity resulting from tlie 
merger. 

Additionally, retained earnings were reduced by $55 million (net of tax, with the tax benefit reflected as an increase in other current assets 

ger that would be expensed. Estimated merger transaction costs have been excluded from the pro forma income statement as they reflect non- 
and the pre-tax amount reflected in accounts payable) for estimated merger transaction costs of the combined companies directly related to the 

--;wring charges directly related to the merger. 
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UNAUDIITED FINANCIAL FORECASTS 

Duke Energy and Progress Energy are including in cia1 forecasts that the respective managements o Energy 
and Progress Energy prepared for their respective boards 
consideration of the proposed merger. These f m c i a l  forecasts also were provided to Duke Energy’s and Progress Energy’s respective fmancial 
advisors. See “The Merger-Opinions of Financial Advisors to Duke Ehergy” beginning on page [-I and “-Opinions of Financial Advisors to 
Progress Energy” beginning on page [-I. The financial forecasts were not prepared with a view toward public disclosure or compliance with 
published guidelines of the SEC or the American Institute of Certified Public Accountants for preparation and presentation of prospective fmancial 
information or GAAP but, in the view of Duke Energy’s and Progress Energy’s 

information in this document should not be regarded as an indi 
information considered, or now considers, it to be necessarily predictive of actual future results. The inclusion of the fmancial 

annual strategic planning and budge- process 

ctive managements, were prepared on a 
that any of Duke Energy, Progress Ene 

forecasts in this document does not constitute an admission or representation by Duke Energy or Progress Energy tlmt such information is material. 

The financial forecasts of Duke Energy and Progress Energy included in this document were prepared by, and are the responsibility of, Duke 
Energy management and Progress Energy managemenf respectively, and are unaudited Neither Duke Energy’s nor Progress Energy’s independent 
registered public account& fm, nor any other independent auditors, have compiled, examined or performed any procedures with respect to the 
prospective financial information contained in the financial forecasts, nor have they expressed any opinion or given any form of assurance on the 
financial forecasts or their achievability. They assume no responsibility for, and disclaim any association with, the prospective fmancial 
information Furthermore, the fmancial forecasts: 

were prepared in December 2010; 

make numerous assumptions, as further described below, many of which are beyond the control of Duke Energy and Progress Energy 
and may not prove to be accurate; 

do not necessarily reflect revised prospects for Duke Energy’s and Progress Energy’s businesses, changes in general business or 
economic conditions, or any other transaction or event that has occurred or that may occur and that was not anticipated at the time the 
forecasts were prepared; 

are not necessarily indicative of current values or future performance, which may be sigtllficantly more favorable or less favorable than 
as set forth below; and 

are not, and should not be regarded as, a representation that the financial forecasts will be achieved. 

* 

0 

These financial forecasts were prepared by the respective managements of Duke Energy and Progress Energy based on information they had 
at the time of preparation and are not a guarantee of future performance. These f m c i a l  forecasts were, in general, prepared solely for use by 
Duke Energy’s and Progress Energy’s respective boards and financial advisors and are subjective in many respects and thus subject to 
interpretation. Neither Duke Energy nor Progress Energy can assure you that their respective f m c i a l  forecasts will be realized or that their 
respective future financial results will not materially vary from such fmancial forecasts. The fmancial forecasts cover multiple years and such 
information by its nature becomes less predictive with each succeeding year. 

The fmancial forecasts do not take into account any circumstances or events occurring after the date they were prepared Duke Energy and 
Progress Energy do not intend to update or revise the fmancial forecasts. The f m c i a l  forecasts are forward-loolung statements. For additional 
information on factors which may cause Duke Energy’s and Progress Energy’s future financial results to materially vary &om those projected in 
the f m c i a l  forecasts, see “Cautionary Statement Regarding Forward-Looking Statements” and “Risk Factors,” beginning on pages [-I and [-I, 
respectively. 
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Unaudited Financial Forecasts of Duke Energy 

December 31,201 0,201 1,201 2,201 3,201 4 and 201 5, which projections we refer to, collectively, as the Duke Energy management case. Duke 
In the come of their mutual due diligence, Duke Energy provided Progress Energy with non-public financial projections for the years en- 

rgy management prepared the Duke Energy management case to assist the Duke Energy board of directors in its evaluation of the strategic 
- 
Duke Energy management case to Progress Energy, which, in 

for the merger. Duke Energy also furnished the Duke Energy management case to its financial advisors. Duke Energy also furnished the 
furnished the Duke Energy management case to Progress Energy’s fmancial 
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advisors. 

The key drivers of the Duke Energy management case include: 

approximately 5.8% average per annum growth of Duke Energy’s revenue from 2011 though 2015 based onDuke Energy 
management’s assessment of demand fundamentals, including 1% per annum increases in retail load g r o m  and the outcome of Duke 
Energy’s rate cases in the various regulatory juris ns in which it operates; 

approximately 3.4% average per annum growth in the cost of maintenance and operations from 201 1 through 2015; and 

continued major construction efforts requiring significant capital expenditures, premised on the modembation of Duke Energy’s 
regulated generating fleet, including new coal, nuclear, gas and integrated gasification combined cycle facilities and the retirement of 
older coal units. 

Duke Energy Management Case 

The following table presents the Duke Energy management case: 

Yew Ended Dccanbcr 31, 
2010EC’) 2011E 2012E 2013E 2014E 201% 

(in millions, except per share data) 
$14,093 $14,032 $15,458 $16,460 $17,220 $17,600 

------ 
Revenue 
EBITDA(2) 5,270 5,186 5,540 6,180 6,473 6,741 
Capital Expenditur ,992 4,924 4,283 4,203 4,482 4,235 
Earnings per Share 1.42 $ 1.35 1.35 $ 1.43 $ 1.52 $ 1.56 
Dividends per Share ($/share) $ 0.97 $ 0.99 $ 1.01 $ 1.03 $ 1.05 $ 1.07 

(1) 

(2) 

Amounts for 201 0 were estimates made prior to the availability of actual results for the period and therefore differ from Duke Energy’s 
subsequently reported results. 
EBITDA is defied as earnings before interest, tax, depreciation and amortization, is a non-GAAP f m c i a l  measure and should not be 
considered as an alternative to opera- income or net income as a measure of operating performance or cash flows or as a measure of 
liquidity. EBITDA does not include the impact of any potential synergies or costs related to the merger. 

‘T--audited Financial Forecasts of Progress Energy 

December 31, 201 0, 2011,201 2,2013 and 2014, which projections we refer to, collectively, as the Progress Energy management case. Progress 
Energy management prepared the Progress Energy management case to assist the Progress Energy board of directors in its evaluation of the 
strategic rationale for the merger. Progress Energy also furnished the Progress Energy management case to its financial advisors. Progress Energy 
also fimkhed the Progress Energy management case to Duke Energy, whicls in turn, furnished the Progress Energy management case to Duke 
Energy’s fmancial advisors. 

In the come of their mutual due diligence, Progress Energy provided-Duke Energy with non-public f i c i a l  projections for the years ending 

The key drivers and assumptions behind the Progress Energy management case include: 

modest retail sales growth in North Carolina, South Carolina and Florida as well as effective management of operating and maintenance 
costs; 
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favorable outcome of rate cases in Florida, North Carolina and South Carolina. Both Progress Energy Carolinas and Progress Energy 
Florida assume increases effective in 2013. Progress Energy Carolinas also assumes an additional increase in 201 4 related to new 
generation assets placed in service at the end of 2013; 

levels of capital expenditures; and 

equity issuances of $300millionper year in 201 1-2014. 

Progress Energy hfanagement Case 

The following table presents the Progress Energy management case: 

Year Ended December 31, 

(in millions, except per share data) 
201 OE tl) 201l.E 20UE 2013E 2014E - -  
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$9,852 $9,192 
2,946 

2,409 2,241 
3.05 
2.48 

(I) 

(2) 

Amounts for 201 0 were estimates made prior to the availability of actual results for the period and therefore differ from Progress Energy’s 
subsequently reported results. 
EBITDA is defined as earnings before interest, tax, depreciation and amortization, is a non-GAAP financial measure and should not be 
considered as an alternative to operating income or net income as a measure of operating performance or cash flows or as a measure of 
liquidity. EBITDA projections do not include the impact of any potential synergies or costs related to the merger. 

Dirlce Energy’s Adjirsbnenis io the Progress Energy Management Case 

ement used assumptions about required cash conkibutions to the Progress Energy defined benefit plan when 
management case described above under “-Progress Energy Management Case.” Duke Energy management 

adjusted the Progress Energy management case to reflect Duke Energy management’s assumptions about such required cash contributions. In 
addition, Duke Energy management extended the Progress Energy management case by one year, to include estimates for 2015, by assuming a 
reasonable rate of growth from 201 4 to 201 5. Duke Energy firmished the adjusted and extended Progress Energy management case to its financial 
advisors. 

The following table presents the Progress Energy management case, as adjusted and extended by Duke Energy management: 

Year Ended December 31, 
2010Et1) 2011E 20l2E 2013E 2014E 201% 

(in millions, except per share data) 
------ 

Revenue $9,852 $9,192 $9,754 $10,593 $10,851 $11,095 
3,005 2,946 3,095 3,580 3,7 85 3,870 
2,409 2,241 2,109 2,034 2,301 2,352 

arnings per Share ($/share) $ 3.02 $ 3.04 $ 3.12 $ 3.19 $ 3.36 N/A(3) 
$ 2.48 $ 2.48 $ 2.48 $ 2.48 $ 2.48 N/A(3) 

(1 ) 

,-I 

Amounts for 2010 were estimates made prior to the availability of actual results for the period and therefore differ from Progress Energy’s 
subsequently reported results. 
EBITDA is defhed as earnings before interest, tax, depreciation and amortization, is a non-GAAP financial measure and should not be 
considered as an alternative to operating income or net income as a measure of operating performance or cash flows or as a measure of 
liquidity. EBITDA does not include the impact of any potential synergies or costs related to the merger. 
Duke Energy management did not calculate 2015 estimates for AdjustedEamings per Share or Dividends per share when extending the 
Progress Energy management case. 

(3) 

151 

Table of Contents 

HISTORICAL MARKET PRICES AND DIVIDEND INF’ORMATION 

Shares of Duke Energy’s common stock and Progress Energy’s common stock trade on the NYSE under the tickers “DUK” and “PGN,” 
respectively. The following table sets forth, on a per share basis for the periods indicated, the high and low sales price of shares of Duke Energy’s 
common stock and Progress Energy’s common stock as reported on the N E E .  In addition, the table also sets forth for the periods indicated tlie 
quarterly cash dividends per share declared by each of Duke Energy and Progress Energy with respect to their respective common stock. 

Fiscal Year Ending December 31,2011: 
Second Quarter (through April 21,2011) 
First Quarter 

Fiscal Year Ended December 31,2010: 
rth Quarter 

,urd Quarter 
Second Quarter 

Duke Energy Common Stock Progress Energy Common Stock 
Cnsh 

Dividends Cash Dividends 
Low Declared(l) =gh Low Declared 

- $47.34 $45.20 $18.57 $17.95 ___ 

$18.48 $17.36 $ 0.245 $46.83 $42.55 $ 0.620 

$18.60 $17.19 $ 0.245 $45.61 $43.08 $ 0.620 
$44.82 $38.38 $ 0.620 $18.08 $15.87 

$17.14 $15.47 $ 0.485 $40.69 $37.13 $ 0.620 
.__ 
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First Quarter $17.29 $16.02 $ 0.240 $41.35 $37.04 $ 0.620 

nded December 31,2009 

r Ended Decem be 
0 $ 0.230 $45.60 $1 I 

(1) Dividends declared by the board of directors of Duke Energy in the second quarter of each year were payable in the second and 
of each year. Of tlie dividends declared in the second quarter, $0.23, $0.24 and $0.245 was paid in tlie third quarter of 2008,20 
respectively. 

The information in the precedmg table is l&torical only. The market prices of slmes of Duke Energy common stock and Progress Energy 
common stock will fluctuate between the date of k i s  document and the completion of the merger. No assurance can be given concerning the 
market prices of shares of Duke Energy common stock and Progress Energy common stock before the completion of the merger or Duke Energy 
common stock after the completion of the merger. Because the exchange ratio will not be adjusted to reflect changes in the market prices for 
shares of Duke Energy common stock and Progress Energy common stock, the market value of the consideration that Progress Energy shareholders 
will receive in connection with the merger may vary sigmficantly from the prices shown in the table above. Duke Energy and Progress Energy 
urge you to obtain current market quotations for shares of Duke Energy common stock and Progress Energy common stock before making any 
decision regarding the proposals contained in this document 
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COMPARISON OF SHAREHOLDER RIGaTS 

Upon compIetion of the merger, Progress Energy shareholders will receive shares of common stock of Duke Energy in exchange for their 

ers of the combined company upon completion of the merger 
refer to in this document as tlie DGCL, Duke Energy’s 

shares of Progress Energy common stock. 

The rights of Duke Energy shareholders are, and tlie rights of 
will be, governed by the Delaware General Corporation Law, 
amended and restated certificate of incorporation and its amended and restated by-laws. 

The rights of Progress Energy shareholders are governed by the NCBCA, Progress Energy’s amended and restated articles of 
incorporation and its by-laws, each as amended 

The following table summarizes material differences between the rights of holders of Progress Energy common stock and Duke Energy 
common stock. This summary is qualfied in its entirety by reference to the DGCL, the NCBCA, Duke Ehergy’s amended and restated certificate 
of incorporation, Duke Energy’s amended and restated by-laws, Progress Energy’s amended and restated articles of incorporation and Progress 
Energy’s by-laws, each as amended. For a more complete understanding of the differences between being a shareholder of Progress Energy and 
Duke Energy, you should carefully read tlGs entire document and the relevant provisions of the DGCL and the NCBCA, Duke Energy’s amended 
and restated certificate of incorporation, Duke Energy’s amended and restated by-laws, Progress Energy’s amended and restated articles of 
incorporation and Progress Energy’s by-laws, each as amended, which are incorporated by reference into this document 

Progess Energy Duke Energy 
Corporate Governance 

Progress Energy’s amended and restated articles of incorporation, by-laws, 
each as amended, andNorth C a r o l i ~  law, including theNCBCA, govern 
the rights of holders of Progress Energy common stock. 

Duke Energy’s amended and restated certificate of incorporation, 
amended and restated by-laws andDelaware law, includmg the 
DGCL, govern the rights of holders of Duke Energy common stock. 

Authorized Capital Stock; Authority to Issue Capital Stock 

qress Energy’s amended and restated articles of incorporation provide 
-the total number of shares of capital stock which may be issued by 

Progress Energy is 520,000,000, consisting of 500,000,000 shares of 
common stock, no par value per share and 20,000,000 slmes of preferred 

Duke Energy’s amended and restated certificate of incorporation 
provides that the total number of shares of capital stock which may 
be issued by Duke Energy is 2,044,000,000, consistug of 
2,000,000,000 shares of common stock, par value $0.001 per share 
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stock, no par value per share. All ouktandmg shares of Progress Energy 
common stock are fully paid and nonassessable. As of the close of business 
on April 21,2011, 294,288,433 shares of Progress Energy common stock 
were issued and outstanding. 

and 44,000,000 shares of preferred stock, par value $0.001 per share. 
All outstandmg shares of Duke Energy common stock are fully paid 
and nonassessable. As of the close of business on April 21, 2011, 
1,331,287,949 shares of Duke Energy common stock were issued 
and outs 

Number of Directors; Classification of Board of Directors 

The NCBCA provides that a corporation’s board of directors must consist 
of one or more individuals, with the number specified in or fixed in 

The DGCL provides that a corporation’s board of hectors must 
consist of one or more individuals, with the number fixed by, or in 

number of directors may be made only by amen 
certificate. The DGCL further provides that directors need not be 
shareholders of the corporation 

articles of incorporation or by-laws so provide. The articles of 
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Progress Energy 
incorporation and by-laws may also prescribe other qualifications for 
directors. 

The Progress Energy by-laws provide that the number of directors will not 
ss than 11 nor more than 15, as shall be determined by the affirmative 

vote of a majority of the whole board of directors, provided that, the 
number of directors shall not be reduced to a number less than the m b e r  
of directors then in office unless such reduction shall become effective 
-1y at and after the next ensuing meeting of the shareholders for the 

.tion of directors. The Progress Energy board of directors is not 
classified, and the term of each member of the board expires at the next 
m u a l  meeting of shareholders. 

Duke Energy 
unless the corporation’s certificate of incorporation or by-laws so 
provide. The certificate of incorporation and by-laws may also 
prescribe other qualifications for directors. 

The Duke Energy certificate of incorporation provides that except as 
otherwise fxed or pursuant to the rights of the holders of any series 
of preferred stock, the number of directors will not be less than 9 nor 
more than 18, as may be fixed from time to time by the board. The 
Duke Energy by-laws provide that a director must be a shareholder 
of Duke Energy or become a shareholder of Duke Energy wit lh  a 
reasonable time after election to the Board. Upon completion of the 
merger, Duke Energy’s board of directors will consist of 18 
directors. Duke Energy expects that each of its 11 current directors 
will continue serving on its board upon the completion of the merger, 
and Progress Energy expects that Mr. Johnson and six additional 
current members of its board of directors will serve on the board of 
directors of Duke Energy uponcompletion of the merger, subject to 
such individuals’ ability and willmgness to serve. The Duke Energy 
board of directors is not classified, and the term of each member of 
the board expires at the next annual meeting of shareholders. 

Vacancies on the Board and Newly Created Directorships 

The NCBCA provides that unless the articles of incorporation provide 
otherwise, if a vacancy occurs on a board of directors, includmg, without 
limitation, a vacancy resulting from an increase in the number of directors 
or from the failure by the shareholders to elect the full authorized number 
of directors, the shareholders may fill the vacancy; or the board of directors 
may a 1  the vacancy; or if the directors remaining in office constitute fewer 
than a quorum of the board, they may fill the vacancy by the affirmative 
vote of a majority of all the directors, or by the sole director, remaining in 
office. 

The Progress Energy articles of incorporation provide that, subject to the 
rights of the holders of any preferred stock then outstandmg and any 
1;qitations set forth in the NCBCA, newly created directorships resulting 

i any increase in the number of directors and any vacancies on the 
ward resulting from death, resignation, disquahfication, removal or other 
cause will be filled solely (i) by the affirmative vote of a majority of the 

The DGCL provides that, unless otherwise provided in the certificate 
of incorporation or by-laws, vacancies and newly created 
directorships resulting &om any increase in the authorized number of 
directors may be filled by a majority of the directors then in office, 
although less than a quorum, or by a sole remaining director. The 
Duke Energy certificate of incorporation provides that, subject to the 
rights of holders of any class or series of preferred stock, newly 
created directorships resulting from any increase in the number of 
directors and any vacancies on the board resulting from deatb, 
resignation, disqualification, removal or other cause will be filled 
only by the affmative vote of a majority of the remaining directors 
then in office, even though less than a qyorum of the board. Any 
director elected to fill a vacancy onthe board will hold office until 
the next annual meeting of shareholders at which directors are 
elected and until their successors are duly elected and qualified, or 
until their earlier death, resignation, retirement, disqualification or 
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remaining directors then in office, even though less tlm a quorum of the 
board or (ii) at an annual meeting of 

removal. No decrease in thenumber of directors constituting the 
board of directors will shorten the term of any incumbent director. 
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F’rogess Energy 
shareholders by the shareholders entitled to vote on the election of 
directors. The Progress Energy by-laws provide tliat any director elected by 
the affirmative vote of a majority of the remaining directors then in office 
to oard will hold office until the next annual meeting 
of 
elected 

are elected and until their successor is 

Duke Energy 

Removal of Directors 

The NCI3CA provides that unless the articles of incorporation or a by-law 
adopted by shareholders provide otherwise, any director or the entire board 
of directors may be removed, with or without cause, by the affimative 
vote of the holders of a majority of the votes entitled to be cast at any 
election of directors. 

Progress Energy’s articles of incorporation provide that, subject to the 
rights of the holders of any preferred stock then outstandmg, any director 
may be removed with or without cause by the affirmative vote of a 
majority of the voting power of the then outstanding shares of capital stock 
of the corporation entitled to vote generally in the election of directors, 
voting together as a single voting group. 

The DGCL provides that any director or the entire board of directors 
may be removed, with or without cause, by the holders of a majority 
of the shares then entitled to vote at an election of directors, except 
in certain circumstances. Duke Energy’s certificate of incorporation 
provides that a director may be removed by shareholders with or 
without cause, provided that subject to applicable law, any director 
elected by the holders of any series of preferred stock may be 
removed without cause only by the holders of a majority of the 
shares of such series of preferred stock. 

Quorum for Meetings of Shareholders 

The NCBCA provides that unless the articles of incorporation, a by-law 
adopted by the shareholders, or the NCBCA provides otherwise, a majority 
of the votes entitled to be cast on the matter by the voting group constitutes 
a quorum of that voting group for action on that matter. Shares entitled to 
vote as a separate voting group may take action on a matter at a meeting of 
shareholders only if a quorum of tliat voting group exists. Once a share is 
represented for any purpose at a meeting, it is deemed present for quorum 
purposes for the remainder of the meeting and for any adjournment of that 
meeting unless a new record date is or must be set for that adjourned 
meeting. In the absence of a quorum at the opening of any meeting of 
shareholders, suchmeeting may be adjourned from time to time by the 
vote of a majority of the votes cast on the motion to a d j o q  and subject to 
the by-laws, at any adjourned meeting any business may be transacted that 
might have been transacted at the original meeting if a quorum exists with 
respect to the matter proposed. 

Progress Energy’s articles of incorporation and by-laws do not modify 
these provisions of the NCBCA. 

155 

The DGCL generally provides that a quorum for a shareholders 
meetmg consists of a majority of shares entitled to vote present in 
person or represenbd by proxy at such meeting, unless the certificate 
of incorporation or by-laws of the corporation provide otherwise. 

Duke Energy’s by-laws provide that unless otherwise expressly 
ficate of incorporation or applicable law, at any 

olders, the presence in person or by proxy of 
shareholders entitled to cast a majority of the votes entitled to be cast 
at such meeting will constitute a guorum for the entire meetmg 
notwitlxtanding tlie withdrawal of Shareholders entitled to cast a 
sufficient number of votes in person by proxy to reduce the number 
of votes represented at the meeting below a quorum. Shares of Duke 
Energy’s capital stock belonging to Duke Energy or to another 
corporation, if a majority of the shares entitled to vote in an election 
of the directors of such other corporation is held by Duke Energy are 
neither to be counted for the purpose of determining the presence of 
a quorum nor entitled to vote at any meeting of the shareholders; 
provided, however, tlxtt the foregoing does not limit the right of 
Duke Energy to vote stock, including stock of Duke Energy, held in 
a fiduciary capacity. 

le of Contents 
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Voting Rights and Required Vote Generally 

The NCBCA provides that, unless the articles of incorporation provide 
“Tenvise, each outstandmg share, regardless of class, is entitled to one 
; on each matter voted on at a shareholders meeting, except that absent 

of a corporation are not entitled to vote if 
d corporation, domestic or 

foreign, and the f i t  corporation owns, directly or indirectly, a majority of 
the shares entitled to vote for directors of the second corporation The 
NCBCA fixher provides that unless the articles of incorporation, a by-law 
adopted by the shareholders, or the NCBCA provides otherwise, if a 
quorum exists, action on a 
voting group is approved i 
the action exceed the votes cast opposing the action. With respect to 
election of directors, unless otherwise provided in the articles of 
incorporation or a valid shareholders agreement, directors are elected by a 
plurality of the votes cast by the shares entitled to vote in the election at a 
meeting at which a quorum is present. 

Progress Energy’s by-laws provide that when a quorum is present at any 
meeting of Shareholders, all matters, includmg the election of directors, are 
to be decided by the vote of the holders of a majority of tlie outstanding 
stock having voting power present in person or represented by proxy at the 
meeting, unless the question is one upon which by express provision of any 
applicable statute or of the articles of incorporation a different vote is 
required. 

The DGCL provides that unless otherwise provided in a 
corporation’s certificate of incorporation, each shareholder is entitled 
to one vote for each share of capital stock held by such shareholder. 
The DGCL further provides that unless a corporation’s certificate of 

corporation are elected by a plurality of the votes of the shares 
present in person or represented by proxy and entitled to vote in the 
election at a shareholders meeting at which a quorum is present The 
Duke Energy certificate of incorporation provides that the election of 
directors need not be by written ballot unless required by the by- 
laws. Except as otherwise required by the DGCL or by the certificate 
of incorporation or by-laws, under the DGCL, allmatters brought 
before a shareholders meeting (other than the election of directors) 
require the affmative vote of the majority of the shares present in 
person or represented by proxy and entitled to vote at that meeting at 
a shareholders meeting at which a quorum is present. 

or by-laws otherwise provides, directors of a 

Duke Energy’s by-laws provide that when a quorum is present at any 
meeting of shareholders, all matters are to be decided by the vote of a 
majority of the total number of votes represented and entitled to vote 
at such meeting, unless the matter is one upon which by express 
provision of law, the rules or regulations of any stock exchange or 
governmental or regulatory body applicable to Duke Energy, tlie 
certificate of incorporation or by-laws, a different vote is required. 
The Duke Energy by-laws provide that at each meeting of 
shareholders for the election of directors at which a quorum is 
present, the persons receiving the greatest number of votes, up to the 
number of directors to be elected, will be the directors. 

Votes on Mergers, Consolidations, Sales or Leases of Assets and Certain Other Transactions 

Under the NCBCA, a merger, share exchange, sale of all or substantially 
all of a corporation’s assets or voluntary dissolution must be approved by 
each voting group all the votes 
entitled to be cast vote is 
required by the corporation’s articles or as otherwise provided by law. 
However, unless required by the articles of incorporation, approval is not 

Under the DGCL, a merger, consolidation or sale of all or 
substantially all of a corporation’s assets must be approved by a 
majority of tlie outstandmg stock of the corporation entitled to vote. 
However, unless required by its certificate of incorporation, approval 
is not required by the holders of the outstanding stock of a 
constituent corporation surviving a merger if: 

required by the holders of the outstanclmg stock of a constituent 
corporation surviving a merger if 

0 except for certain amendments permitted by the NCBCA by a 
corporation’s board of 
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the merger agreement does not amend in any respect its 
certificate of incorporation; 

each share of its stock ouktandmg prior to the merger will 
be an identical share of stock following the merger; and 
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Progress Energy 
directors without shareholder approval, the merger agreement 
does not amend in any respect the corporation’s articles of 
incorporation; 

outstanding immediately before the effective date of the 
merger will hold the same shares, with identical preferences, 
limitations and relative rights, immediately after the effective 
date of the merger, 

each shareholder of the corporation whose shares were 

Duke Energy 

either no shares of the surviving corporation’s common 
stock and no shares, securities or obligations convertible 
into such stock will be issued or delivered pursuant to 
the merger, or the authorized unissued shares or treasury 
shares of the surviving corporation’s common stock to 
be issued or delivered pursuant to the merger plus those 
initially issuable upon conversion of any other shares, 
securities or obligations to be issued or delivered 
pursuant to the merger do not exceed 20% of the shares 
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tlie number of vohng shares outstanding immediately after tlie 
merger, plus the number of voting shares issuable as a result of 
the merger (either by the conversion of securities issued 
pursuant to the merger or the exercise of rights and warrants 
issued pursuant to the merger), will not exceed by more than 
20% the total number of voting shares of the surviving 
corporation outstanding immediately before the merger; and 

* the number of participating shares outstandmg immediately after 
tlie merger, plus the number of participating shares issuable as 
a result of the merger (either by the conversion of securities 
issued pursuant to the merger or the exercise of rights and 
warrants issued pursuant to the merger), will not exceed by 
more than 20% the total number of participating shares 
outstanding immediately before the merger. 

Unless required by the articles of incorporation require otherwise, 
shareholder approval is not required for either a parent corporation owning 
at least 90% of the outstanding shares of each class of a subsidiary 
corporation or such subsidiary corporation if the corporation surviving the 
merger is the subsidiary corporation. If the parent corporation owning at 
least 90% of the outstanding shares of each class of 
corporation is not the surviving corporation, the 
at least a majority of the parent’s outstanding stock entitled to vote is 
required to approve the merger. No vote of the holders of the subsidiary’s 
outstandag stock is required in these circumstances. 

The Progress Energy articles of incorporation and by-laws do not modify 
these provisions of the NCBCA. 
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of the surviving corporation’s common stock 
outstanding immediately prior to the effective date of the 
merger. 

Shareholder approval is not required for either the acquired or, in 
corporation in a merger ation 
least the 90% parent of 

corporation If the 90% parent is not the surviving corporation, 
however, the otherwise required vote of at least amajority of the 
parent’s outstandmg stock entitled to vote is required to approve the 
merger. No vote of the holders of the subsidiary’s outstanding stock 
is required in these circumstances. 

The Duke Energy certificate of incorporation and by-laws do not 
modify these provisions of the DGCL. 
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Business Conibination or Anti-takeover Statutes 

The North Carolina Shareholder Protection Act and the North Carolina 
Control Share Acquisition Act restrict business combinations with, and the 
accumulation of shares of voting stock of, certain North Carolina 
corporations. 

Progress Energy llas elected not to be covered by the restrictions imposed 
by these statutes. As a result, these statutes do not apply to Progress Energy 
or to the merger. 

Section 203 of the DGCL is Delaware’s business combination 
statute. Section 203 is designed to protect publicly-traded Delaware 
corporations, such as Duke Energy, &om hostile takeovers, by 
prohibiting a Delaware corporation from engaging in a “business 
combination” with a person be ally owning 15% or more of tlie 
corporation’s voting stock for ears following the time that 
person becomes a 15% beneficial owner, with certain exceptions. A 
corporation may elect not to be governed by Section 203 of the 
DGCL. 

Duke Energy has not opted out of the protections of Section 203 of 
the DGCL. 

Shareholder Action by Written Consent 

The NCBCA provides that any action required to be taken at any annual or 
special meeting of shareholders of a corporation, or any action permitted to 
be taken at any annual or special meeting of such shareholders, may be 
taken witliout a meeting and without prior notice, if one or more unrevoked 
consents in writing, describing tlie action to be taken and delivered to the 

Toration for inclusion in tlie minutes or fib with the corporate 
xds, is signed by all shareholders entitled to vote on the action. 

There is no provision for shareholder action by written consent in either the 

The DGCL provides that unless otherwise provided in the certificate 
of incorporation, any action required to be taken at any annual or 
special meeting of shareholders of a corporation, or any action wlich 
may be taken at any annual or special meeting of such sliareholders, 
may be taken without a meeting, witliout prior notice and without a 
vote, if a consent or consents in writing, setting forth the action so 
taken, is signed by the holders of outstanding stock having not less 
than the minimum number of votes that would be necessary to 
authorize or take such action at a meeting at which all shares entitled 
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articles of incorporation or tlie by-laws of Progress Energy. to vote thereon were present and voted The Duke Energy certificate 
of incorporation allows for shareholder action by written consent if it 
is signed by all the holders of Duke Energy’s issued and outstandmg 
capital stock entitled to vote thereon 

Special Meetings of Shareholders 

The NCBCA provides that a corporation will hold a special meetmg of 
shareholders if called for by its board of directors or the person or persons 
authorized to do so by the articles of incorporation or the by-laws. Only 
business within the purpose or purposes described 

the NCBCA may be conducted at the s 
shareholders. 

The Progress Energy by-laws provide that a special meeting of shareholder 
may be called for by a majority of the board of directors or of the executive 
committee, or by the chairman of the board of directors or the president of 
the corporation for any purpose, as stated in the notice of such special 
meeting. 

158 

The DGCL provides lliat special meetings of the shareholders may 
be called by the board of directors or by such persons as may be 
authorized by the certificate of incorporation or by the by-laws. The 
Duke Energy by-laws provide 

series of preferred stock of 
special meetings of the shareholders or of any class or 
to vote may be called for any purpose or purposes by 

the chairman of the board of directors or by tlie board of directors 
pursuant to a resolution stating the purpose of the meeting. Any 
business properly brought before the meeting may be transacted at a 
special meeting. 
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Amendments to Governing Documents 

The NCBCA provides that an amendment to a corporation’s articles of 
incorporation generally requires that, after adopting an amendment, the 
board of directors must submit the amendment to the shareholders for their 

roval and that the amendment must be approved by either a majority of 
shares entitled to vo ereon or a majority of the votes cast thereon, 

depending on the ame ’s nature, unless the articles of incorporation, 
a by-law adopted by the shareholders or the board of directors require a 
greater vote. If the amendment affects the shares of a certain class or series 
of stock in a particular way, that class or series must approve the 
amendment separately. In accordance witli the NCBCA, the board of 
directors may condition the proposed amendment’s submission on any 
basis. The NCBCA also provides that a corporation’s board of directors 
may amend or repeal tlie corporation’s by-laws, except to tlie extent 
otherwise provided in the articles of incorporation or a by-law adopted by 
the shareholders or the NCBCA, and except that a by-law adopted, 
amended or repealed by the shareholders may not be readopted, amended 
or repealed by the board of directors ifneither tlie articles of incorporation 
nor a by-law adopted by the Shareholders authorizes the board of directors 
to adopt, amend or repeal that particular by-law or the by-laws generally. 
Tlie NCBCA also provides that a corporation’s shareholders may amend or 
repeal the corporation’s by-laws even though the by-laws may also be 
amended or repealed by its board of directors. 

Tlie Progress Energy articles of incorporation provide that an amendment 
or restatement of the articles of incorporation requiring shareholder 
approval shall be approved by a majority of the votes entitled to be cast by 
each voting group that is entitled to vote on the matter, unless in 
submitting any such amendment or restatement to the shareholders tlie 
board of directors requires a greater vote. The Progress Energy articles of 
incorporation also provide that in Mierance of, and not in limitation of, 

3owers conferred by the NCBCA, the Progress Energy board of 
-ectors is expressly authorized and empowered to adopt, amend or repeal 
the by-laws of the corporation Any such by-laws adopted by the board of 

The DGCL provides that an amendment to a corporation’s certificate 
of incorporation requires that &e board of directors adopt a 
resolution setting forth the proposed amendment and that the 
shareholders must approve the amendment by a majority of 
outstandmg shares entitled to vote (and a majority of the outstandmg 
shares of each class entitled to vote, if any). The Duke Energy 
certificate of incorporation provides that Duke Energy may 
supplement, amend, alter, change or repeal any provision contained 
in the Duke Energy certificate of incorporation in the manner then 
prescribed by Delaware law and the certificate of incorporation 
Notwithstanding the foregoing, the amendment provision of the 
certificate of incorporation and those provisions of the certificate of 
incorporation which address the number of directors and vacancies 
and newly created directorships may not be supplemented, amended, 
altered, changed, or repealed unless approved by the affirmative vote 
of the holders of at least 80% of the combined voting power of the 
then outstanding shares of stock of all classes of Duke Energy 
entitled to vote generally in the election of directors, voting togetlier 
as a single class. 

The Duke Energy by-laws provide that except as otherwise expressly 
provided in the certificate of incorporation, the by-laws, or any of 
them, may from time to time be Supplemented, amended or repealed, 
or new by-laws may be adopted, by the board at any regular or 
special meetmg of the board, if such supplement, amendment, repeal 
or adoption is approved by a majority of the entire board (meaning 
the total number of directors as Duke Energy would lmve absent any 
vacancies). Duke Energy’s certificate of incorporation provides that 
no by-laws may be adopted, repealed, altered or amended in any 
manner that would be inconsistent with the certificate of 
incorporation. The Duke Energy board‘s power to amend the by- 
laws includes the ability to amend by-laws adopted by the 
shareholders. 
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directors may be altered, amended or repealed by the board of directors or 
by the affirmative vote of the holders of a majority of the voting power of 
the then-outstandmg voting stock, voting together as a single v o w  group. 
The affirmative vote of the holders 
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of a majority of the voting power of the then-outstandmg voting stock, 
voting together as a single voting group also is required 
any additional by-laws by the shareholders. Any by- 
or repealed by the shareholders may not be readopte 
by the board of directors unless the articles of incorporation or a by-law 
adopted by the shareholders authorizes the board of directors to adopt, 
amend or repeal that particular by-law or the by-laws generally. 

Indemnification of Directors and Officers 

The NCBCA provides that a corporation may indemmfy its directors, 
officers, employees and agents against liabilities and expenses incurred in a 
proceeding if the person conducted himself or herself in good faith and in a 
manner he or she reasonabry believed to be, with respect to conduct in his 
or her official capacity with the corporation, in the best interests of the 
corporation, with respect to all other conduct, not opposed to the best 
interests of the corporation and with respect to any criminal proceeding, he 
or she had no reasonable cause to believe l is  or her conduct was unlawful. 
The NCBCA further provides that no indemnification is available in 
--spect of a claim in connection with a proceedmg by or in the right of the 

?oration in which the person has been adjudged to be liable to the 
corporation or in connection with any other proceeding charging 
impersonal benefit to him or her, whether or not involving action in his or 
her official capacity, in which he or she was adjudged liable on the basis 
that personal benefit was improperly received by him or her. Under the 
NCBCA, unless limited by its articles of incorporation, a corporation must 
indemmfy its present or former directors and officers who were wholly 
successful, on the merits or otherwise, in tlie defense of any proceedmg to 
which he or she was a party because he or she is or was a director or 
officer of the corporation against any reasonable expenses incurred by him 
or her in connection with such proceeding. 

The Progress Energy by-laws provide that Progress Energy will indemdy 
any past, present or future officer or director of the corporation, as well as 
persons who are serving at the request of the corporation as an officer or 
director of any other corporation, partnership, joint venture, trust or other 
enterprise, for and against such Iiabilities and expenses to the maximum 
extent allowed under the NCBCA. 
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The DGCL provides that a corporation may indemnify its officers, 
directors, employees and agents against liab 
incurred in proceedqs if the person acted in good faith and in a 
manner he or she reasonably believed to be in, or not opposed to, the 
best interests of the corporation and, with resp 
action, had no reasonable cause to believe 
was unlawM. The DGCL M e r  provides that no indemnification is 
available in respect of a claim as to wlicli the person has been 
adjudged to be liable to the corporation, unless and only to the extent 
that a court determines that in view of all the circumstances, such 
person is fairly and re 
expenses that the court 
corporationmust indemtufy its present or former directors and 
officers against expenses (includq attorneys’ fees) actually and 
reasonably incurred to the extent that the officer or director has been 
successful on the merits or otherwise in defense of any action, suit or 
proceedmg brought against him or her by reason of the fact that he or 
she is or was a director or officer of the corporation. 

entitled to indemnity for such 
oper. Under the DGCL, a Delaware 

The Duke Energy by-laws provide that Duke Energy will indemnify 
any person who was or is a party or is threatened to be made a party 
to any threatened, pendmg or completed action or suit by or in the 
right of Duke Energy to procure a judgment in its favor by reason of 
the fact that such person is or was a director or officer of the 
corporation, or is or was a director or officer of the corporation 
serving at the request of Duke Energy as a director, officer, 
employee or agent of another corporation, partnership, joint venture, 
trust or other enterprise if such person acted in good faith, in a 
manner such person reasonably believed to be in or not opposed to 
the best interests of Duke 
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ine Progress Energy by-laws also provide that Progress Energy will 
indemmfy any such officer or director, as well as persons who are serving 

Energy, and with respect to any criminal action or proceeding, had 
no r~asonabk cause to believe his Conduct was unlaWM. h Y  
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at the request of the corporation as an officer or director (or in any position 
of similar authority, by wlntever title known) of any other corporation, 
partnership, joint venture, trust or other enterprise and any person who at 
~y time serves or IMS served as an individual trustee or administrator 

ler any employee benefit plan, against all reasonable expenses, 
ulcludmg attorney’s fees, and the payments made in satisfaction of any 
judgment, money decree, fine, penalty or settlement, actually and 
ne 
co 
administrative or investigative, and whether or not brought by the 
corporation or on behalf of the corporation in a derivative action, seeking 
to hold him or her liable by reason of or arising out of his or her status as 
such or his or her activities in any of the foregoing capacities; provided, 
however, that the corporation shall 
liability or litigation expense he or s 
activities which were at tlie time taken known or believed by him or her to 
be clearly in conflict with the best interests of the corporation 

1 

ed in connection with any pending, threatened or 
suit or proceedmg, whether civil, criminal, 

any person against 
incur on account of his or her 

indemnification will be made only as authorized by Duke Energy in 
the specific case upon a ination that indemnification of the 
present or former director or officer is proper in the circumstances, as 
finther detailed in the Duke Energy by-laws. To the extent that a 
present or former director or officer of the corporation has been 

specific case. 

The Progress Energy by-laws also provide that tlie corporation may, in its 
sole discretion, wholly or partially indemnify any employee or agent of the 
corporation to the same extent as provided in the by-laws for officers and 
directors of the corporation 

Limitation of Personal Liability of Directors 

The NCBCA provides that a director of a corporation shall not be liable for 
any action taken as a director, or any failure to take any action, if lie or she 
performed the duties of his or her office in compliance with the 
NCBCA. The NCBCA also provides that a corporation may limit or 
eliminate a director’s personal liability arising out of an action whether by 
nr in the right of the corporation for monetary damages for breach of duty 

ctor, except with respect to acts or omissions that the director at 
of such breach knew or believed were clearly in conflict with the 

best interests of the corporation, any liability for unlawfid distributions, 
any transaction from which the director derived an improper personal 
benefit, or acts or omissions occurring prior to the date such provisions of 
the NCBCA became effective. 

’ 

“lie DGCL provides that a corporation may include in its certificate 
of incorporation a provision eliminating the 1 
the corporation or its shareholders for monetary damages for a 
breach of the director’s fiduciary duties, except liability for any 
breach of h e  director’s duty of loyalty to the corporation’s 
shareholders, for acts or omissions not in good faith or that involve 

knowing violation of 1 
deals generally with unl 

dividends, stock repurchases and redemptions), and for any 
transaction from which the director derived an improper personal 
benefit. 

The Duke Energy certificate of incorporation provides that except to 
the extent elimination or limitation of liability is not permitted by 
applicable law, no director of Duke Energy will be personally 
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The Progress Energy articles of incorporation provide that a director of the 
corporation s l d  not be liable to the corporation or any of its shareholders 
for monetary damages for breach of duty as a director, to the fullest extent 
permitted by the NCBCA. In addition, the Progress Energy by-laws 
provide that no past, present or fkture director or officer of the corporation 
(or his or her heirs, executors, and administrators) shall be liable for any 
act, omission, step or conduct taken or had in good faith that (whether by 
condition or otherwise) is required, authorized or approved by any order or 
orders issued pursuant to: PUHCA, the Federal Power Act or any state 
statute regulating the corporation or its subsidiaries by reason of their being 

,,,npanies, or any amendments to the foregoing laws. 
’ic utility companies or subsidiaries of public utility holdmg 

Duke Energy 
liable to Duke Energy or its shareholders for monetary damages for 
any breach of fiduciary duty in sucli capacity. Any repeal or 
modification of this provision by the Shareholders of Duke Energy 
will not adversely affect any right or protection of a director of Duke 
Energy existing at the time of such repeal or modification with 
respect to acts or omissions occurring prior to such repeal or 
modif cation. 
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Preemptive Rights 

The Progress Energy shareholders do not have preemptive rights. Thus, if 
additional shares of Progress Energy common stock are issued, the current 
’ lders of Progress Energy common stock will own a proportionately 

iller interest in a larger number of outstanding shares of common stock 

The Duke Energy shareholders do not have preemptive rights. Thus, 
if additional shares of Duke Energy common stock are issued, the 
current holders of Duke Energy common stock will own a 
proportionately smaller interest in a larger number of outstanding 

to the extent that they do not participate in the additional issuance. common stock to the extent that they do not participate in 

Dividends and Stock Repurchases 

The NCBCA provides that, subject to any restrictions in a corporation’s 
articles of incorporation, a corporation’s board of directors may authorize 
and the corporation may make distributions to its shareholders provided 
that (i) the corporation is able to pay its debts as hey become the 
usual course of business, and (ii) the corporation’s total assets are greater 
than the sum of its liabilities plus the amount that would be needed, if the 
corporation were to be dissolved at the time of the distribution, to satisfy 
the preferential rights upon dissolution of shareholders whose preferential 
rights are superior to those receiving the distribution 

Progress Energy’s articles of incorporation also restrict the corporation’s 
ability to declare and pay or set apart for payment any dividends (other 
than dividends payable in common stock or other stock of the corporation 
ranking junior to the preferred stock as to dividends) or make any other 
distribution on such junior stock if, at the time of making such declaration, 
payment or distribution, the corporation is in default with respect to any 
dividend payable on, or any obligation to redeem, any shares of preferred 
stock. 
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The DGCL provides that, subject to any restrictions in a 
corporation’s certificate of incorporation, dividends may be declared 
from the corporation’s surplus, or, if there is no surplus, from its net 
profits for the fiscal year in which the dividend is declared and for 
the precedmg fiscal year. Dividends may not be declared out of net 
profits, however, if the corporation’s capital has been diminished to 
an amount less than the aggregate amount of all capital represented 
by the issued and outstan& stock of all classes having a preference 

distribution of assets until the deficiency in the amount of 
sented by the issued and outstanding stock of all classes 

having a preference upon the distribution of assets is repaired 
Furthermore, the DGCL generally provides that a corporation may 
redeem or repurchase its shares only if the redemption or repurchase 
would not impair the capital of the corporation. Subject to the rights, 
if any, of the holders of any class or series of preferred stock or any 
class or series of stock having a preference over or the right to 
participate with the common stock with respect to the payment of 
dividends, Duke Energy’s certificate of incorporation places no 
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additional restrictions on the ability of its board of directors to 
declare dividends or redeem or repurchase shares of its capital stock 

Record Date for Determining Shareholders Entitled to Vote 

As permitted under the NCBCA, the Progress Energy by-laws provide that 
the board of directors may fix a future date as the record date for the 
purpose of determining shareholders entitled to notice of or to vote at any 
meeting of shareholders or any adjournment thereof, to receive payment of 
any dividend, or in order to make a determination of shareholders for any 
other proper purpose. Such record date may not be more than 70 days 
before the meeting or action requiring a determination of shareholders. 
When a determination of shareholders entitled to vote at any meeting of 
shareholders has been made, the by-laws provide that such determination 
shall apply to any adjournment thereof unless ?he board of directors fuces a 
new record date, which it shall do if the meeting is adjourned to a date 
more than 120 days after the date fxed for the original meeting. 

As permitted under the DGCL, the Duke Energy by-laws provide 
that in order that the corporation may determine the shareholders 
entitled to notice of or to vote at any meetmg of shareholders or any 
adjournment thereof, the board of directors may fuc a record date, 
which record date may not precede the date upon which the 
resolution fUring the record date is adopted by the board of directors, 
and which record date may not be more than 60 nor less than 10 days 
before the date of such meeting. If the board does not fix a record 
date, the record date for determining shareholders entitled to vote at 
a meeting of shareholders is the close of business on the day next 
preceding the day on which the meeting is to be held 

Notice of Shareholders Meetings 

As permitted under the NCBCA, Progress Energy’s by-laws provide that 
the corporation must notify shareholders between 10 and 60 days before 
m v  annual or special meeting of the date, time and place of the meeting. A 

:e of a special meetmg must state the purpose or purposes for which 
klrj special meeting is called 

As permitted under the DGCL, Duke Energy’s by-laws provide tliat, 
unless otherwise provided by law, Duke Energy must no@ 
shareholders between 10 and 60 days before any annual or special 
meeting of the time and place of the meeting. A notice of a special 
meeting must state the purpose or purposes for which tlie special 
meeting is called Notices may be given by electronic transmission to 
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the fullest extent permitted by the DGCL in a form of electronic 
transmission to which the shareholder has consented 

Advance Notice of Shareholder Nominations for Director Candidates and Shareholder ProposaIs 

jer the Progress Energy by-laws, a s r who is a holder of 
of shareholders may 
rsons for election to the 

board of directors. To be timely, a shareholder’s notice of their intent to 
bring business before an annual meeting must be received by the Secretary 
of Progress Energy at the principal executive offices of Progress Energy no 
later than the close of business 60 days prior to the anniversary date of the 
immediately precedmg annual of a 
nomination of persons for elec 
received, either by personal delivery or by United States 

e 

Under the Duke Energy by-laws, a shareholder who is a holder of 

election to the board of directors, subject to the rights of holders of 
any class or series of preferred stock, by giving notice as described 
below. The shareholder must give writien notice to the Secretary of 
Duke Energy, by mail a1 delivery at the principal executive 

than 90 days nor more tlm 120 
te of the immediately preceding 

annual meeting, except that in the event that the date of the annual 
meeting is 
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registered or certified mail, postage prepaid, by the Secretary of Progress 
Energy at the principal executive offices of Progress Energy no later than 
the 120th calendar day prior to the anniversary of the date the corporation’s 
annual proxy statement was released to shareholders in connection with 
the previous year’s annual meeting. The public announcement of an 

after the anniversary of the preceding annual 
ent of an annual meeting or the fact that an 

-5eting will not commence a new time period for the giving of either such 
.-eholder notice. A shareholder’s notice must set forth as to each matter 

me shareholder propose brmg before the meeting (i) a brief description 
of the business desired to be brought before the annual meeting, (ii) the 
reasons for conducting such business at the annual meeting, Ciii) the name 
and address of the shareholder and beneficial owner, if any, on whose 
behalf the proposal is made, (iv) the class and number of shares of the 
corporation which are owned by the shareholder and such beneficial owner, 
(v) a representation that the shareholder is a holder of record of shares of 
the corporation entitled to vote at such meeting and intends to appear in 
person or by proxy at the meeting to propose such business and (vi) any 
material interest of the shareholder and such beneficial owner in such 
business. A shareholder’s notice with respect to a nomination of a person 
for election to the board of directors must set forth (i) the m e  and 
address of record of the shareholder who intends to make the nomination, 
the beneficial owner, if any, on whose behalf the nomination is made and 
of the person or persons to be nominated, (ii) the class and number of 
shares of the corporation that are owned by the shareholder and such 
beneficial owner, (iii) a representation that the shareholder is a holder of 
record of shares of the corporation entitled to vote at such meeting and 
intends to appear in person or by proxy at the meeting to nominate the 
person or persons specified in the notice, (iv) a description of all 
arrangements, understandings or relationships between the shareholder and 
each nominee and any other person or persons (naming such person or 
persons) pursuant to which the nomination or nominations are to be made 
by the slmreholder and (v) such other information regarding each nominee 
proposed by such shareholder as would be required to be disclosed in 

‘;citations of proxies for election of directors in an election contest, or is 
.c?rwise required to be disclosed, pursuant to the proxy rules of the SEC, 

had the nominee been nominated, or intended to be nominated, by the 

Duke Energy 
more than 30 days before or more than 60 days after such 
anniversary date, notice by the shareholder to be timely must be 
received not later than the tenth day following the day on which 
notice of the date of the annual meeting was mailed or public 
announcement of the date of the meeting is fmt  made by Duke 
Energy, whichever first occurs and, in the case of an election of 
directors to be held at a special meeting of Duke Energy 
shareholders, not earlier than the 90th day prior to such special 

60th day prior to such 
the day on which public 

announcement of the date of the special meeting and of the nominees 
to be elected at such meeting is first ma 
of an adjoumment of an annual meeting 
period for the giving of notice. A notice must set forth a brief 
description of the business desired to be brought be 
and the reasons for conducting such business at. the 
and if such business includes a proposal to amend the organizational 
documents of the company, a text of the proposed amendment; the 
name and address, as they appear on the company’s books, of the 
shareholder proposing such business; tlie class and number of shares 
of the company that the shareholder owns beneficially; any material 
interest of the shareholder in such business; and, if the shareholder 
intends to solicit proxies in support of the proposal, a representation 
to that effect. A notice with respect to a nomination of a person for 
election to the board of directors must set forth the name and address 
of the shareholder who intends to make the nomination, a 
representation that the shareholder is a holder of record of stock of 
Duke Energy entitled to vote at such meeting and intends to appear 
at the meeting to make the nomination, a description of all 
arrangements or understandings between the shareholder, the 
nominee and any other person with respect to the nomination, such 
other information regarding such nominee as would be required to be 
included in a proxy statement filed pursuant to the proxy rules of the 
SEC had the nomination been made by the Duke Energy board of 
directors, the consent of each nominee to serve as a director if elected 
and if the shareholder intends to solicit proxies in support of the 
nomination, a representation to that effect. 

start a new time 
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board of directors, and 
If the shareholder does not appear or send a qualified representative 
to present the proposal at the annual meeting, the company need not 
present such proposal 
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shall include a consent signed by each such nominee to serve as a director 
of the corporation if so elected 

In the event that a shareholder attempts to bring business before a meeting 
without complying with these procedures, such business will not be 
transacted at such meetmg, and in the event that a shareholder attempts to 
nominate any person for the board of directors without complying with 
these procedures, such person shall not be nominated and shall not stand 
for election at such meeting. 

for a vote, notwithstanding that proxies in respect of such vote may 
have been received by the company. Only persons nominated in 
accordance with the above provisions are eligible to serve on the 
Duke Energy board of directors. 

Shareholder Inspection of Corporate Records 

Under the NCBCA, a complete list of the shareholders entitled to vote at a 
shareholders meeting must be available for shareholder inspection 
beginning two business days after notice of tlie shareholders meeting is 
given, and continuing through the meeting at the corporation’s principal 
office or at a place identified in the meeting notice in the city where the 
meeting will be held 

The DGCL provides any shareholder with the right to inspect the 
company’s stock ledger, shareholder lists and other books and 
records for a purpose reasonably related to the person’s interest as a 
shareholder. A complete list of the shareholders entitled to vote at a 
shareholders meeting must be available for shareholder inspection at 
least 10 days before the meeting. 
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LEGAL MATTERS 

The validity of the shares of Duke Energy common stock to be issued in the merger will be passed upon by Wachtell, Lipton, Rosen & Katz. 
Certain U.S. federal income tax consequences relating to the merger and the transactions contemplated by the merger agreement will be passed 
upon by Hunton & Williams LLP for Progress Energy and by Wachtell, Lipton, Rosen & Katz for Duke Energy. 

EXPERTS 

The consolidated financial statements and the related financial statement schedules incorporated by reference from Duke Energy’s Annual 
Report on Form 10-K for tlie year ended December 31, 201 0, and the effectiveness of Duke Energy’s internal control over financial reporting have 
been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their report, which is incorporated herein by 
reference. Such financial statements and financial statement schedules have been so incorporated in reliance upon the report of such firm given 
upon their authority as experts in accountmg and auditmg. 

The consolidated financial statements and the related financial statement schedule incorporated by reference from Progress Energy’s Annual 
Report on Form 10-K for the year ended December 31,201 0, and the effectiveness of Progress Energy’s internal control over financial reporting 
have been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in their reports, which are incorporated 
herein by reference. Such financial statements and financial statement schedule have been so incorporated in reliance upon the reports of such firm 
given upon their authority as experts in accounting and auditing. 

DATES FOR SUBMISSION OF SHAREHOLDER PROPOSALS FOR 2012 ANNUAL MEEmTGS 

:e Energy 

Duke Energy will hold an annual meeting in 2012 regardless of whether the merger has been completed. 
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For inclusion in the proxy statement and form of proxy relating to the Duke of shareholders, shareholder 
proposals submitted pursuant to Rule 14a-8 of the Exchange Act must have been later than November 19, 201 1 (or, 
if Duke Energy were to reschedule the Duke Energy 2012 annual meeting of shareholders on a date that is not within 30 days of May 5,2012, the 
anniversary of the Duke Energy 201 1 annual meeting of shareholders, not later than a reasonable period of time before Duke Energy begins to print 

‘ send its proxy materials for the its 2012 annual meeting of shareholders). 

A Duke Energy shareholder who otherwise intends to present busines 
wishes to nominate a person for election to the Duke Energy board of direc 
require, among other things, that for nominations of persons for election to the Duke Energy bo 
included in Duke Energy’s notice of the meeting to be considered by the Duke Energy shareholders at an annual meeting, a Duke Energy 
shareholder must give timely written notice thereof. To be timely for the Duke Energy 2012 annual meeting of shareholders, Duke Energy’s 
corporate secretary must receive that notice not earlier than January 5,201 2 and not later than February 4,201 2. However, if the Duke Energy 
2012 annual meeting of shareholders is advanced by more than 30 days, or delayed by more than 60 days, from May 5,2012, 
be delivered not later than the close of business on the 10th day following the day on which notice of the date of the annual mee 
public announcement of the date of such meeting is f i t  made by Duke Energy, whichever occurs first. The Duke Energy shareholders notice must 
contain and be accompanied by 

201 2 annual meeting of shareholders, or who 
aws. Duke Energy’s bylaws 
proposal of business not 
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certain information as specified in Duke Energy’s bylaws. Duke Energy reserves the right to reject, rule out of order or take other appropriate 
action with respect to any proposal that does not comply with these or other applicable requirements. 

Progress Energy 

Progress Energy will hold an annual meeting in 201 2 only if the merger IMS not already been completed. 

For inclusion in the proxy statement and form of proxy relating to the Progress Energy 201 2 annual meeting of shareholders, shareholder 
proposals submitted pursuant to Rule 14a-8 of the Exclmnge Act must have been received by Progress Energy not later than December 2,201 1 (or, 

-ogress Energy were to reschedule the Progress Energy 201 2 annual meeting of shareholders on a date that is not within 30 days of May 1 1, 
- _I 12, the anniversary of the Progress Energy 201 1 annual meeting of shareholders, not later than a reasonable period of time before Progress 
Energy begins to print and send its proxy materials for its 201 2 annual meeting of shareholders). 

A Progress Energy shareholder who otherwise intends to present business at the Progress Energy 2012 annual meeting of shareholders, or 
who wishes to nominate a person for election to the Progress Energy board of directors, must comply with Progress Energy’s bylaws. Progress 
Energy’s bylaws require, among other things, that for nominations of persons for election to the Progress Energy board of directors or the proposal 
of business not included in Progress Energy’s notice of meeting to be considered by the Progress Energy shareholders at an annual meeting, a 
Progress Energy shareholder must give timely written notice thereof. To be timely for the Progress Energy 201 
Progress Energy’s corporate secretary must receive that notice not later than December 2,201 1, and Progress 
receive notice of a Progress Energy shareholder’s intention to present other business not later than March 12,201 2. The Progress Energy 
shareholders notice must contain and be accompanied by certain information as specified in Progress Energy’s bylaws. Progress Energy reserves 
the right to reject, rule out of order or take other appropriate action with respect to any proposal that does not comply with these or other applicable 
requirements. 

WHERlE YOU CAN FIND MORE INFORMATION 

Duke Energy and Progress Energy file annuaL quarterly and current reports, proxy statements and other information with the SEC. You may 
read and copy any of this information at the SECs Public Reference Room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call 
the SEC at 1 -800-SEC-0330 for further information on the Public Reference Room. The SEC also maintains an Internet website that contains 
reports, proxy and information statements, and other information regardq issuers, including Duke Energy and Progress Energy, who file 
electronically with the SEC. The address of that site is www.sec.gov. 

Investors may also consult Duke Energy’s or Progress Energy’s respective websites for more information concerning the merger described in 
this document. Duke Energy’s website k www.duke-energy.com. Progress Energy’s website is progress-energy.com. We provide additional 
information at kttp:/~ww.duke-eiiergy.com/progress-energy-mergei% We do not incorporate by reference into this document information 
included on these websites. 

Duke Energy has filed with the SEC a registration statement to register the shares of Duke Energy common stock to be issued to Progress 
Energy shareholders in connection with the merger. This document forms a part of that registration statement and constitutes a prospectus of Duke 
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Energy, in addition to being a proxy statement of Duke Ene 
shareholder m e e m .  The registration statement, including 
Energy common stock. The rules and regulations of the SEC allow Duke Energy and Progress Energy to omit certain information included in the 
registration statement from this document 

f Progress Energy for its special 
additional relevant information about Duke 
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In addition, the SEC allows Duke Energy and Progress Energy to disclose important information to you by referring you to other documents 
filed separately with the SEC. This information is considered to be a part of this document, except for any information that is superseded by 
information included directly in this document 

This document incorporates by reference the 
SEC, provided, however, that we are not incorpora ation deemed to 
lave h e n  fixxished and not filed in accordance with SEC rules. They contain important information about Duke Energy and Progress Energy, the 
fiancial condition of each company and other matters. 

sted below that Duke Energy and 
ence, in each case, any documents 

Duke Enerrv Hlinas lEile No. 001-32853) Period 

Annual Report on Form IO-K 

Proxy Statement on Schedule 14A 

Current Reports on Form 8-K 

-. -scription of Duke Energy common stock 

Progress Energy W i g s  @le No. 001-15929) 

Annual Report on Form IO-K 

Proxy Statement on Schedule 14A 

Current Reports on Form 8-K 

Filed onFebruary 25,201 1 for the fiscal year ended December 31, 
201 0. 

Filed onMarch 17,201 1, in connection with the solicitation of 
proxies for the Duke Energy 201 1 annual meeting of shareholders. 

Filed on January 10, 201 1, January 11,201 1, January 13,201 1, 
January 26,201 1, February 17,201 1, February 22,201 1, March 11, 
201 I, April 1,201 1, April 5,201 1 and [-I, 201 1 (other than 
documents or portions of those documents not deemed to be filed). 

Contained in Item 8.01 of Duke Energy’s Form 8-K fded on April 4, 
2006. 

Period 

Filed onFebruary 28,201 1 for the fical year ended December 31, 
201 0, as amended by Armual Report on Form 10-WA filed on March 
17, 2011. 

Filed onMarch 31,201 1, in connection with the solicitation of 
proxies for the Progress Energy 201 1 annual meeting of 
shareholders. 

Filed on January 10, 201 1 (including Items 8.01 and 9.01), January 
10,2011 (including Items 1.01,5.02 and9.01), January 18, 2011, 
January21, 2011, February18, 2011,February25,2011,March15, 
201 1, March 21,201 1, April 4,201 1 and [-I, 201 1 (other than 
documents or portions of those documents not deemed to be filed). 

This document also incorporates by reference all additional documents that may be filed by Duke Energy and Progress Energy with the SEC 
under Sections 13(a), I3(c), 14 or 1 5(d) of the Exchange Act between the date of this document and the later to occur of the date of the Duke 
Energy special meeting and the date of the Progress Energy special meeting. These include periodic reports, such as Annual Reports on Form 10- 
K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, as well as proxy statements (other than portions of those documents 
deemed to have been furnished and not fded). 

Progress Energy has supplied all information relating to Progress Energy; Duke Energy has supplied all information relating to Duke Energy. 
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Duke Energy and Progress Energy shareholders can ob 
without charge, excluding all exhibits, except that if the comp 
exhibit will also be provided without charge by requesting them in 
addresses and telephone numbers: 

reference into this document from the companies 

or by telephone from the appropriate company at the following 

Duke Energy Corporation 
shareholders should contact 

Georgeson Inc. 

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

Progress Energy, Inc. 
shareholders should contact 

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

New York, New York 10022 
Shareholders call toll-free: 

Banks and brokers call collec 

You should rely only on the information contained or incorporated by reference into this document. We have not authorized anyone to 
provide you with information that is different from what is contained in this document. Therefore, if anyone does give you information of this sort, 
you should not rely on it. If you are in a jurisdiction where offers to exchange or sell, or solicitations of offers to exchange or purchase, the 
securities offered by tlh document or the solicitation of proxies is unlawll, or if you are a person to 
activities, then the offer presented in this document does not extend to you. This document is dated [ 
document speaks only as of such date. You should not assume that the information contained in this document is accurate as of any date other than 
that date. Neither the mailing of this document to Duke hergy  and Progress Energy shareholders nor the issuance of Duke Energy common stock 
in the merger create any implication to the contrary. 
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AGREEMENT AND PLAN OF MERGW dated as of January 8,201 1 (tlis “AFeement”), by and among DUKE ENERGY 
CORPORATION, aDelaware corporation (“Duke“), DIAMOND ACQUISITION CORPORATION, a North Carolina corporation and a direct 
- ‘-olly-owned subsidiary of Duke (“Meryer Sub”), and PROGRESS ENERGY, ‘LNC., a North Carolina corporation (“Progress”). 

WHEREAS, the respective Boards of Directors of Duke and Merger Sub have approved this Agreement, and deem it advisable and in the 
best interests of their respective stockholders to consummate the merger of Merger Sub witli and into Progress on the terns and conditions set forth 
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herein (tlie “‘Meqer”), and 
amendment to the Amende 
of slmres of Duke Common Stock in connection with the Merger as set forth in this Agreement; 

oard of Directors of Duke has determined to recommend to the stockholders of Duke that they approve an 
Restated Certificate of e stock split and that they approve the issuance 

e Board of Directors of Progress has adopted this Agreement, and deems it in die best interest of Progress to consummate the 
with and into Progress on the terms and conditions set forth herein and has determined to recommend to the shareholders of 

Progress that they approve this Agreement and the Merger; 

WHEREAS, Duke and Progress desire to make certain representations, warranties, covenants and agreements in connection with tlie Merger 
and the transactions contemplated by this Agreement and also to prescribe various conditions to the Merger, and 

WHEREAS, for United States fe purposes, it is 
amended (the “Code”), and tlis Agreement is intended to be, and is hereby, adopted as a 

that the Merger shall qualify as a reorganization under 
Section 368(a) of the Internal 
plan of reorganization within of Section 368(a) of the Code. 

NOW, THEREFORE, in consideration of the foregoing and of the representations, warranties, covenants and agreements contained in this 
Agreement, the parties agree as follows: 

A-1 

Table of Contents. 

ARTICLE I 

THE MERGER 

Section 1.01. The Merger. Upon the terms and subject to the conditions set fortli in this Agreement, at the Effective Time, Merger Sub shall 
be merged with and into Progress in accordance with the Nodi Carolina Business Corporation Act (the “NCl3CA”). At tlie 
separate corporate existence of Merger Sub shall cease, and Progress shall be the surviving corporation &the Merger (the “ 
Comoration”) and sliall continue its corporate existence under the laws of the State of Nortli Carolina and shall succeed to and assume all of the 
. hts and obligations of Progress and Merger Sub in accordance with tlie NCBCA and shall become, as a result of the Merger, a direct wholly- 

led subsidiary of Duke. 

Section 1.02. Closing. Unless this Agreements een terminated pursuant to Section 7.01, the clos 
will take place at 1000 am., local time, on a date to b 
Agreement, shall be no later than the second business day after satisfaction or waiver of the conditions set 
conditions that by their terms are to be satisfied at tlie Closing, but subject to the satisfaction or waiver (to the extent permitted by applicable law) 
of such conditions at such time), unless another time or date is agreed to by the parties hereto. The Closing shall be held at such location as is 
agreed to by the parties hereto. 

ed by the parties (the “Closing Date”), which, s 

Section 1.03. Effective Time of the Merger. Subject to the provisions of this Agreement, as soon as practicable after 1O:OO a.m., local h e ,  
on the Closing Date tlie parties thereto shall file articles of merger (the “Articles of M e w ” )  executed in accordance with, and containing such 
information as is required by, Section 55-1 1-05 of the NCBCA with tlie Secretary of State of the State of North Carolina and on or after the Closing 
Date shall make all other fdings or recordmgs required under theNCBCA. The Merger shall become effective at such time as the Articles of 
Merger are duly filed with the Secretary of State of the State of North Carolina or at such later time as is specified in the Articles of Merger (the 
time the Merger becomes effective being hereinafter referred to as the “Effective Time”). 

Section 1.04. Effects of the Merger. The Merger s l d l  generally have the effects set forth in this Agreement and the applicable provisions of 
the NCBCA. 

Section 1.05. Articles of Incornoration andBv-laws of the Surviving Corporation 

(a) At the Effective Time, the articles of incorporation of Merger Sub as in effect immediately prior-to the Effective Time shall be the articles 
of incorporation of the Surviving Corporation until thereafter amended in accordance with tlie provisions thereof and hereof and applicable Law, in 
each case consistent with the obligations set forth in Section 5.08. 

(b) At the Effective Time, the by-laws of Merger Sub as in effect immediately prior to the Effective Time shall be the by-laws of the 
Surviving Corporation until thereafter amended in accordance with the provisions thereof and hereof and applicable Law, in each case consistent 
- :+h the obligations set forth in Section 5.08. 

Section 1.06. Directors and Officers of the Surviving Cornoration 
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(a) The directors of Merger Sub at the Effective Time shall, from and after the Effective Time, be the directors of the Surviving Corporation 
in the Merger until their successors have been duly elected or appointed and qualified, or their earlier death, resignation or removal. 

(b) The officers of Progress at the Effective Time shall, from and after the Effective Time, be the initial officers of the Surviving Corporation 
’til their successors have been duly elected or appointed and qualified, or their earlier death, resignation or removal. 

A-2 
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Section 1.07. Post-Mercer Operations. 

(a) Board Matters. Duke shall take all necessary corporate action to cause the following to occur as of the Effective Time: (i) the number of 
ntities of the Duke Designees (as defied 
d in Exhibit A hereto) as identified b 

directors constituting the Board of Directors o 
in Exhibit A hereto) as set 
Progress after the date here reto, subject to such individuals’ ability and willingness to 
(ii) the committees of the Board of Directors of Duke shall be as set forth in Exhibit A hereto, and the chairpersons of each such committee 
be designated in accordance with. the provisions of Exhibit A hereto, subject to such individuals’ ability and willungness to serve; and (ig) the lead 
independent director of the Board of Directors of Duke shall be designated in accordance with the provisions of Exhibit A hereto, subject to such 
indiV 
direc e Board of Direct0 
shall be determined in accordance with the provisions of Exhibit A hereto. 

uke shall be as set forth in Exhibit A hereto, with 

(b) Chairman of the Board President and Chief Executive Officer: Executive Officers. 

(i) Duke’s Board of Directors shall cause the current Chief Executive Officer of Progress (the ‘‘Progress CEO”) to be appointed as the 
President and Chief Executive Officer of Duke, and cause the current Chief Executive Officer of Duke (the “Duke CEO”) to be appointed as the 
Chairman of the Board of Directors of Duke, in each case, effective as of, and conditioned upon the occurrence of, the Effective Time, and subject 
to such individuals’ ability and willingness to serve. The roles and responsibilities of such officers shall be as specified on Exhibit B to this 
Agreement. In the event tlmt the Progress CEO is unwilling or unable to serve as the President and Chief Executive Officer of Duke as of the 

4ctive Time, Progress and Duke slmll confer and mutually designate a President and Chief Executive Officer of Duke, who shall be appointed 
, Duke in accordance with the Amended and Restated Certificate of Incorporation and Amended and Restated By-laws of Duke as in effect as of 

the Effective Time. In the event that the Duke CEO is unwillung or unable to serve as the Chairman of the 
Effective Time, Progress and Duke shall confer and mutually designate a Chairman of the Board of Dire 
Duke in accordance with the Amended and Restated Certificate of Incorporation and Amended and Restated By-laws of Duke as in effect as of the 
Effective Time. 

of Directors of Duke as of the 
Duke, who shall be appointed by 

(ii) The material terms of the Progress CEO’s employment with Duke as the President and Chief Executive Officer of Duke to be in 
effect as of tlie Effective set 
employment agreement r SUC 

effective as of, and conditioned upon the occurrence of, the Effective Time. 

ibit C hereto. The parties shall use their commercially reasonable efforts to cause an 
executed by Duke and the Progress CEO as promptly as practicable after tlie date hereof, 

(iii) The material terms of the Duke CEO’s employment with Duke as the Chairman of the Board of Directors of Duke to be in effect as 
of the Effective Time are set forth on Exhibit D hereto. The parties shall use their commercially reasonable efforts to cause an amendment to the 
employment agreement of the Duke CEO reflecting such amended terms to be executed by Duke and the Duke CEO as promptly as practicab!e 
after the date hereof, effective as of, and conditioned upon the occurrence of, the Effective Time. 

(iv) Subject to such individuals’ ability and willingness to so serve, Duke shall take all necessary corporate action so that the 
individuals identified on Exhibit E and designated for the Duke senior executive officer positions specified on such Exhibit shall hold such officer 
positions as of the Effective Time. In the event that any such individual(s) is(are) unwillung or unable to serve in such officer position(s) as of the 
Effective Time, Progress and Duke shall confer and mutually appoint other individual(s) to serve in such officer position(s). 

A-3 
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(c) Name. Headquarters and Operations. Following the Effective Time, Duke shall retain its current name, and shall maintain its headquarters 
principal corporate offices in Charlotte, North Carolina, none of which shall change as a result of the Merger, and, taken together with its 

subsidiaries following the Effective Time, shall maintain substantial operations in Raleigh, North Carolina. 

http://~.sec.gov/Archives/e~~/~~1326160/000119312511107941/ds4a.htm[4/28/2011 850: 17 AM] 



Amendment No. 2 to Form S-4 

(d) Community Support. The parti ion of charitable contributions and community support in their respective service areas 
ir important corp 
whole intend to co 

7d each of their respective subsidiaries in each service area 

ing the Effective Time, Duke and its 
support within the service areas of the parties le contributions and 

1s substantially comparable to the levels of c l ~ t a b l e  contributions and 
nmunity support provided, directly or indirectly, by Duke and Progress within their respective service areas prior to the Effective Time. 

Section 1 .OS. Transition Committee. As promptly as practicable after the date hereof and to the extent permitted by applicable law, tlie parties 
shall create 
respect to o 
shall be composed of such chief executive officers and two other designees of Duke and two other designees of Progress. 

e integration planning, including, to the 
. This transition committee shall be co-c 

by applicable law, consulting with 
ogress CEO and the Duke CEO, and 

A-4 
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ARTICLE IL 

CONVERSION OF S-S; EXCHANGE OF CERTIFICATES 

Section 2.01 Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any action onthe part of holders of any 

(a) Cancellation of Certain Progress Common Stock. Each share of Progress Common Stock that is owned by Progress (other than in a 

shares of Progress Common Stock or any capital stock of Merger Sub 

fiduciary capacity), Duke or Merger Sub shall automatically be canceled and retired and shall cease to exist, and no consideration shall be 
delivered in exchange therefor. 

(b) Conversion of Progress Common Stock. Subject to Sections 2.02(e) and 2.02(k), each issued and outstanding share of Progress Common 
Stock (other than shares to be canceled in accordance with Section 2.01(a)) shall be converted into the right to receive 2.61 25 (the “Exchange 
w) fully paid and nonassessable shares of Duke Common Stock (such aggregate amount,-the “Merger Consideration”). As of the Effective 
Time, all such shares of Progress Common Stock shall no longer be outstandmg and shall automatically be canceled and retired and shall cease to 

’st, and each holder of a certifkate representing any such shares of Progress Common Stock shall cease to have any rights with respect thereto, 
;ept the right to receive the Merger Consideration as contemplat s Section 2.01 (b) (and cash in lieu of fractional shares of Duke 

Common Stock payable in accordance with Section 2.02(e)) to be 
accordance with Section 2.02, without interest, and the right to receive dividends and other distributions in accordance with Section 2.02. 

or paid in consideration therefor uponthe surrender of certificates in 

(c) Coiiversion of Merger Sub Cornon Sto ck. At the Effective Time, by virtue of the Merger and without any action on the part of the holder 
thereof, each share of common stock, par value $0.01 per share, of Merger Sub issued and outstanding immediately prior to the Effective Time 
shall be converted into and become one validly issued, fully paid and nonassessable share of common stock, par value $0.01 per share, of the 
Surviving Corporation and shall constitute the only outstanding capital stock of the Surviving Corporation From and after the Effective Time, all 
certificates representing the common stock of Merger Sub shall be deemed for all purposes to represent the number of shares of common stock of 
the Surviving Corporation into which they were converted in accordance with the immediately precedmg sentence. 

Section 2.02 &change of Certificates 

(a) Exchange Agent. Prior to the Effective Time, Duke shall enter into an agreement with such bank or trust company as may be mutually 
agreed by Duke and Progress (the “Excharye Afent”), which agreement shall provide that Duke shall deposit with the Exchange Agent at or prior 
to the Effective Time, for the benefit of the holders of shares of Progress Common Stock, for exchange in accordance with this Article II, through 
the Exchange Agent, certificates representing the shares of Duke Common Stock representing the Merger Consideration (or appropriate alternative 
arrangements shall be made by Duke ifuncertifkated shares of Duke Common Stock will be issued). Following the Effective Time, Duke shall 
make available to the Exchange Agent, from time to time as needed, cash sufficient to pay any dividends and other distributions pursuant to 
Section 2.02(c) (such shares of Duke Common Stock to be deposited, together with any dividends or distributions with respect thereto with a 
record date after the Effective Time, being hereinafter referred to as the “fixchange Fund’’). 

(b) Exchange Procedures. As soon as reasonably practicable after the Effective Time and in any event not later than the fifth Business Day 
following the Effective Time, Duke shall cause the Exchange Agent to mail to each holder of record of a certificate or certificates that immediately 
prior to the Effective Time represented outstanding shares of Progress Common Stock (the “Certificates”) whose shares were converted into the 
right to receive shares of Duke Common Stock pursuant to Section 2.0l(b), (i) a letter of transmittal (which shall specify that delivery shall be 
effected, and risk of loss and title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent and shall be in such 

1 and have such other provisions as Duke and Progress may reasonably 
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clfy) and (ii) instructions for use in surrendering the Certificates in exchange for certificates representing whole shares of Duke Common Stock . alternative arrangements shall be made by Duke if uncertificated shares of Duke Common Stock will be issued), cash in lieu of 
s pursuant to Section 2.02(e) and any dividends or other distributions payable pursuant to Section 2.02(c). Upon surrender of a 

Certificate for cancellation to the Exchange Agent, together with such letter of transmittal, duly completed and validly executed in accordance with 
the instructions thereto, and such other documents as may reasonably be required by the Exchange Agent, the holder of such Certificate shall be 
entitled to receive in exchange therefor that number of whole shares of Duke Common Stock (which shall be in uncertificated book entry form 
unless a physical certificate is requested), that such holder has the right to receive pursuant to the provisions of this Article II, certain dividends or 

p of Progress Common Stock 
that is not registered in the transfer records of Progress, the proper number of shares of Duke Common Stock may be issued to a person other than 
the person in whose name the Certificate so surrendered is registered if such Certificate shall be properly endorsed or otherwise be in proper form 
for transfer and the person requesting such issuance shall pay any transfer or other taxes required by reason of the issuance of shares of Duke 
Common Stock to a person other than the registered holder of such Certifkate or establish to the satisfaction of Duke that such tax has been paid or 
is not applicable. Until surrendered as contemplated by this Section 2.02, each Certificate shall be deemed at any time after the Effective Time to 
represent only the right to receive upon such surrender the Merger Consideration, which the holder thereof has the right to receive in respect of 
such Certificate pursuant to the provisions of this Article 11, certain dividends or other distributions in accordance with Section 2.02(c) and cash in 
lieu of any fractional share of Duke Common Stock, in accordance with Section 2.02(e). No interest shall be paid or will accrue on tlie Merger 
Consideration or any cash payable to holders of Certificates pursuant to the provisions of this Article II. 

stributions in accordance with Section 2.02(c) and cash in lieu of any fractional share of Duke C 
2.02(e), and the Certificate so surrendered shall forthwith be canceled In tlie event of a transfer o 

tock in accordance with 

(c) Pistributions with Respect to Unexchanged Shares. No dividends or other distributions with respect to Duke Common Stock with a 
record date after the Effective Time shall be paid to the holder of any unsurrendered Certificate with respect to the shares of Duke Common Stock 
issuable hereunder in respect thereof and no cash payment in lieu of fractional shares shall be paid to any such holder pursuant to Section 2.02(e), 
and all such dividends and other distributions shall be paid by Duke to the Exchange Agent and shall be included in the Exchange Fund, in each 
case until the surrender of such Certificate in accordance with this Article II. Subject to the effect of applicable escheat or similar laws, following 
surrender of any such Certificate there shall be paid to the recordholder thereof, (i) without interesf the number of whole shares of Duke Common 
Stock issuable in exchange therefor pursuant to this Article E, the amount of dividends or other distributions with a record date after the Effective 
-:-ne theretofore paid with respect to such whole shares of Duke Common Stock and the amount of any cash payable in lieu of a fractional share of 

;e Common Stock to which such holder is entitled pursuant to Section 2.02(e) and (iij at the appropriate payment date, the mount of dividends 
or other distributions with a record date after the Effective Time but prior to such surrender and with a payment date subsequent to such surrender 
payable with respect to such whole shares of Duke Common Stock. 

(d) h. All shares of Duke Common Stock issued upon 
tlie surrender for exclmge of Certificates in accordance with the terms of this Article II (including any cash paid pursuant to this Article II) shall 
be deemed to have been issued (and paid) in full satisfaction of all rights pertaining to the shares of Progress Common Stock theretofore 
represented by such Certificates, subject, however, to Progress’s obligation to pay any dividends or make any other distributions with a record date 
prior to the Effective Time that may have been declared or made by Progress on such shares of Progress Common Stock that remain unpaid at the 
Effective Time. As of the Effective Time, the stock transfer books of Progress shall be closed, and there shall be no further registration of transfers 
on the stock transfer books of Progress of the shares of Progress Common Stock that were outstanding immediately prior to the Effective Time. If, 
after the Effective Time, Certificates are presented to Progress, Duke or the Exchange Agent for any reason, they shall be canceled and exchanged 
as provided in this Article II, except as otherwise required by law. 
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(e) ;No Fractional Shares. 

(i) No certificates or scrip representing fractional shares of Duke Common Stock shall be issued upon the surrender for exchange of 
Certificates, no dividend or distribution of Duke shall relate to such fractional share interests and such fractional share interests will not entitle the 
owner thereof to vote or to any rights of a shareholder of Duke but, in lieu thereof, each holder of such Certificate will be entitled to a cash 
payment in accordance with the provisions of this Section 2.02(e). 

(ii) As promptly as practicable following the Effective Time, the Exchange Agent shall determine the excess of (A) the number of 
JIe slmes of Duke Common Stock delivered to the Excliange Agent by Duke pursuant to Section 2.02(a) representing the Merger Consideration 

over (B) tlie aggregate number of whole shares of Duke Common Stock to be distributed to former holders of Progress Common Stock pursuant to 
Section 2.02(b) (such excess being herein called the “Excess Shares”). Following the Effective Time, the Exchange Agent shall, on behalf of 
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former shareholders of Progress, sell the Excess Shares at then-prevailing prices on the New York Stock Exchange, Inc. (“NYSE), all in the 
manner provided in Section 2.02(e)(iii). The parties acknowledge that payment of the cash consideration in lieu of issuing fractional slmes of Duke 
Common Stock was not separately bargained for consideration but merely represents a mechanical roundmg off for purposes of avoiding the 
expense and inconvenience to Duke that would otherwise be caused by the issuance of fractional shares of Duke Common Stock. 

(Gi) The sale of the Excess Shares by the Exchange Agent shall be executed on the NYSE through one or more member f m s  of the 
NYSE and slmll be executed in round lots to the extent practicable. The Exchange Agent shall use reasonable efforts to complete the sale of the 
Excess Shares as promptly following the Effective Time as, in the Exchange Agent’s sole judgmenf is practicable consistent with obtainu7g the 
best execution of such sales in light of prevailing market conditions. Until the net proceeds of such sale or sales have been distributed to the holders 
of Certificates formerly representing Progress Common Stock, the Exchange Agent shall hold such proceeds in trust for holders of Progress 
Common Stock (the “Common Shares Trust”). Corporation shall pay all commissions, transfer taxes and other out-of-pocket 
transaction costs, including the expenses and co the Exchange Agent incurred in connection with such sale of the Excess Slmes. The 
Exchange Agent shall determine the portion of the Common Shares Trust to which each former holder of Progress Common Stock is entitled, if 
any, by multiplying the amount of the aggregate net proceeds composing the Common Shares Trust by a fraction, the numerator of which is the 
amount of the fractional slme interest to wlich such former holder of Progress Common Stock would otherwise be entitled (after talung into 
account all shares of Progress Common Stock held at the Effective Time by such holder) and the denominator of which is the aggregate amount of 
fractional share interests to which all former holders of Progress Common Stock would otherwise be entitled. 

(iv) As soon as practicable after the determination of the amount of cash, if any, to be paid to holders of Certificates formerly 
representing Progress Common Stock with respect to any fractional share interests, the Exchange Agent slmll make available such amounts to such 
holders of Certificates formerly representing Progress Common Stock, without interest, subject to and in accordance with the terms of 
Section 2.02(c). 

(f) Termination of Exchme Fund. Any portion of the Exchange Fund that remains undistributed to the holders of the Certificates for one 
year after the Effective Time shall be delivered to Duke, upon demand, and any holders of the Certificates who have not theretofore complied with 
tl& Article II shall thereafter look only to Duke for payment of their claim for Merger Consideration, any dividends or distributions with respect to 
Duke Common Stock and any cash in lieu of fractional shares of Duke Common Stock. 

(g) No Liability. None of Duke, Progress, Merger Sub, the Surviving Corporation or the Exchange Agent or any of their respective directors, 
, employees and agents shall be liable to any person in respect of any shares of Duke Common Stock, any dividends or distributions with 0 

respect thereto, any cash in lieu of fractional shares of Duke Common Stock or any cash from the Exchange Fund, in each case delivered to a 
---*hlic official 
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pursuant to any applicable abandoned property, escheat or similar law. If any Certificate shall not have been surrendered prior to five years after 
the Effective Time (or immediately prior to such earlier date on which any Merger Consideration, any dividends or distiibutions payable to the 
holder of such Certificate or any cash payable to the holder of such Certificate formerly representing Progress Common Stock pursuant to this 
Article II, would otherwise escheat to or become the property of any Governmental Authority), any such Merger Consideration, dividends or 
distributions in respect of such Certificate or such cash shall, to the extent permitted by applicable law, become the propeicy of Duke, free and clear 
of all claims or interest of any person previously entitled thereto. 

(h) Investment of Excharye Fun$ . The Exchange Agent shall invest any cash included in the Exchange Fund, as directed by Duke, on a daily 
basis, provided tlmt no gain or loss thereon shall affect the amounts payable to the holders of Progress Common Stock pursuant to the otlier 
provisions of this Article II. Any interest and other income resulting from such investments shall be paid to Duke. 

(i) Withholding Rights. Duke and the Exchange Agent shall be entitled to deduct and withhold from any consideration payable pursuant to 
this Agreement to any person who was a holder of Progress Common Stock immediately prior to the Effective Time such amounts as Duke and the 
Exchange Agent may be required to deduct and withhold with respect to the making of such payment under tl-ie Code or any other provision of 
applicable federal, state, local or foreign tax law. To the extent that amounts are so withheld by Duke or the Exchange Agent and duly paid over to 
the applicable taxing authority, such withheld amounts shall be treated for all purposes of this Agreement as having been paid to the person to 
whom such consideration would otherwise have been paid. 

(i) Lost Stolen or Destroyed Certificates. If any Certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that 
fact by the person claiming such Certificate to be losf stolen or destroyed and, if required by Duke, the posting by such person of a bond in such 

-onable amount as Duke may direct as indemnity against any claim that may be made against it with respect to such Certificate, the Exchange 
,nt s l d l  issue in exchange for such lost, stolen or destroyed Cert%cate, the Merger Consideration and, if applicable, any unpaid dividends and 

distributions on shares of Duke Common Stock deliverable in respect thereof and any cash in lieu of fractional shares, in each case pursuant to this 
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Agreement. 

(k) Adjustments to Prevent Dilution. In the event that Progress changes the number of shares of Progress Common Stock or securities 
convertible or exchangeable into or exercisable for shares of Progress Common Stock, or Duke changes the number of shares of Duke Common 

x k  or securities convertible or exchangeable into or exercisable for shares of Duke Common Stock, issued and outstanding prior to the Effective 
ne, in each case as a result of a reclassification, stock split (including a reverse stock split), stock dividend or distribution, subdivision, exchange 

1 be equitably adjusted; provided, however, that nothmg in this 
ct any such change that it is not otherwise authorized or permitted to 

or readjustment of shares, or other similar transaction, the Exchange R 
Section 2.02(k) shall be deemed to permit or authorize any party hereto 
undertake pursuant to this Agreement Without limiting the generality of the foregoing, upon Duke’s implementation of the reverse stock split as 
described in Section 5.01 (c), the Exclmge Ratio will be reduced by multiplying the then-current Exchange Ratio by a ratio, the numerator of 
which is the number of shares of Duke Common Stock outstanding immediately following such reverse stock splif and the denominator of which is 
the number of shares of Duke Common Stock outstanding immediately prior to such reverse stock split 

(1) Uncertificated Shares. In the case of outstandmg shares of Progress Common Stock that are not represented by Certificates, the parties 
shall make such adjustments to this Section 2.02 as are necessary or appropriate to implement the same purpose and effect that this Section 2.02 
has with respect to shares of Progress Common Stock that are represented by Cedfkates. 
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ARTICLE ILI 

=PRESENTATIONS AND \V-S 

Section 3.01 Representations and Warranties of Prog-ress. Except as set forth in the letter dated the date of this Agreement and delivered to 
Duke by Progress concurrently with the execution and delivery of this Agreement (the “Progress Disclosure Letter”) or, to the extent the qualifying 
nature of such disclosure is readily apparent therefrom and excluding any forward-looking statements, risk factors and other similar statements that 
are cautionary and non-specific in nature, as set forth in the Progress SEC Reports filed on or after January 1,2009 and prior to the date hereof, 
Progress represents and warrants to Duke as follows: 

. .  (a) QrTanization and Ouahficatiog. 

(i) Each of Progress and its subsidiaries is duly organized, validly existing and in good standing (with respect to jurisdictions that 
recognize the concept of good standing) under the laws of its jurisdiction of organization and has fuu power and authority to conduct its business as 
and to the extent now conducted and to own, use and lease its assets and properties, except for such failures to be so organized, existing and in 

and authority thaf individually or in 
Each of Progress and its 

subsidiaries is duly qualified, licensed or admitted to do business and is in good standing (with respect to jurisdictions that recognize the concept of 
good stan&) in each jurisdiction in wlich the ownership, use or leasing of its assets and properties, or the conduct or nature of its business, 
makes such qualification, licensing or admission necessary, except for such failures to be so qualified, licensed or admitted and in good standing 
(with respect to jurisdictions that recognize the concept of good standing) that, individually or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect on Progress. Section 3.01 (a) of the Progress Disclosure Letter sets forth as of the date of 
this Agreement tlie name and jurisdiction of organization of each subsidiary of Progress. No subsidiary of Progress owils any stock in Progress. 
Progress has made available to Duke prior to the date of this Agreement a true and complete copy of Progress’s articles of incorporation and by- 
laws, each as amended through the date hereof. 

(ii) Section 3.01 (a) of the Progress Disclosure Letter sets forth a description as of the date of this Agreement, of all Progress Joint 
Ventures, including (x) the name of each such entity and (y) a brief description of the principal line or lines of business conducted by each such 
entity. For purposes of &IS Agreement: 

(A) “Joint Venture” of a person or entity shall mean any person that is not a subsidiary of such first person, in which such fmt 
person or one or more of its subsidiaries owns directly or indirectly an equity interesf other than equity interests held for passive 
investment purposes that are less than 5% of each class of the outstanding voting securities or equity interests of such second person; 

associated with Progress’s or its subsidiaries’ interest, as of the date of this Agreement exceeds $50,000,000; and 

with Duke’s or its subsidiaries’ interest, as of the date of this Agreement, exceeds $1 00,000,000. 

(iii) Except for interests in the subsidiaries of Progress, the Progress Joint Ventures and interests acquired after the date of tlGs 

(B) “Progress Joint Venture” shall mean any Joint Venture of Progress or any of its subsidiaries in which the invested capital 

(C) “Duke Joint Venture’’ shall mean any Joint Venture of Duke or any of its subsidiaries in which the invested capital associated 

Agreement without violating any covenant or agreement set forth herein, neither Progress nor any of its subsidiaries directly or indirectly owns any 
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equity or similar interest in, or any interest convertible into or exchangeable or exercisable for, any eqity or similar interest in, any person, in 
which the invested capital associated with such interest of Progress or any of its subsidiaries exceeds, individually as of the date of this Agreement, 
$50,000,000. 
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(b) Capital Stock. 

(i) The authorized capital stock of Progress consists of: 

outstandmg as of November 2,201 0; and 
(A) 500,000,000 shares of common stock, no par value (the “Progress Common Stock”), of which 293,150,141 shares were 

(B) 20,000,000 shares of preferred stock, no par value per share, none of which were outstanding as of the date of this Agreement 

As of the date of this Agreement, no shares of Progress Common Stock were held in the treasury of Progress. As of the date of this 
Agreement, 1,418,447 shares of Progress Common Stock were subject to outstandmg stock options granted wider the Progress Employee Stock 
Option Plans (collectively, the “Frogress Employee Stock Options”), 1,194,888 shares of Progress Common Stock were subject to outstandug 
awards of restricted stock units or phantom shares of Progress Common Stock ”), 1,875,087 shares of Progress 

subject to outstandmg awards of e shares of 
ce Shares”) and 1,651,047 additi of Progress 

Energy, Inc. 1997 Equily Incentive Plan, the Progress Energy, Inc. 2002 Equity Incentive Plan, the Progress Energy, Inc. 2007 &uity Incentive 
Plan, the Amended and Restated Progress Energy, Inc. Non-Employee Director Stock Unit Plan, and any other compensatory plan, program or 
arrangement under which shares of Progress Common Stock are reserved for issuance (collectively, the “Pro_Press Employ ee Stock Opti on Plans”). 
Since November 2,201 0, no shares of Progress Common Stock have been issued except pursuant to the Progress Employee Stock Option Plans and 
Progress Employee Stock Options issued thereunder and tlie Progress Energy, Inc. Investor Plus Plan, and from November 2,201 0 to the date of 
this Agreement, no shares of Progress Common Stock have been issued other than 17,367 shares of Progress Common Stock issued pursuant to the 
Progress Employee Stock Option Plans or Progress Employee Stock Options issued thereunder and 62,489 shares of Progress Common Stock 
;-wed pursuant to the Progress Energy, Inc. Investor Plus Plan. All of the issued and outstanding shares of Progress Common Stock are, and all 

a e  issuable, duly authorized, validly issued, M y  paid and nonassessable. Except as disclosed in this Section 3.01 (b), as of the date of this 
Agreement there are no outstanding subscriptions, options, warrants, rights (includmg stock appreciation rights), preemptive rights or other 
contracts, commitments, understandugs or arrangements, including any right of conversion or exchange under any outstanding security, insirument 
or agreement (together, “Options”), obligating Progress or any of its subsidiaries (A) to issue or sell any shares of capital stock of Progress, (E) to 
grant, extend or enter into any Option with respect thereto, (C) redeem or otherwise acquire any such shares of capital stock or other equity 
interests or (D) provide a material amount of funds to, or make any material investment (in the form of a loan, capital contribution or otherwise) in, 
any of their respective subsidiaries. 

Stock, determined at maximum performance levels 
ere reserved for issuance pursuant to the Progress 

-es reserved for issuance will be, upon issuance in accordance with the terms specified in the instruments or agreements pursuant to wluch they 

(ii) Except as permitted by this Agreement, all of the outstanding shares of capital stock of each subsidiary of Progress are duly 
authorized, validly issued, fully paid and nonassessable and are owned, beneficially and of record, by Progress or a subsidiary of Progress, free and 
clear of any liens, claims, mortgages, encumbrances, pledges, security interests, equities and charges of any kind (each a “Lien”), except for any of 
the foregoing that, individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on 
Progress. There are no (A) outstandug Options obligating Progress or any of its subsidiaries to issue or sell any shares of capital stock of any 
subsidiary of Progress or to grant, extend or enter into any such Option or (€3) v o w  trusts, proxies or other commitments, understandmgs, 
restrictions or arrangements in favor of any person other than Progress or a subsidiary wholly-owned, dlrectly or indirectly, by Progress with 
respect to the voting of or the right to participate in dividends or other earnings on any capital stock of Progress or any subsidiary of Progress. 

(iii) Progress is a “holdmg company” as defined under Section 1262 of the Public Utility Holding Company Act of 2005, as amended 
(the “2005 Act”). 
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(iv) As of the date of tlis Agreement, no bonds, debentures, notes or other indebtedness of Progress or any of its subsidiaries having tlie 
.it to vote (or which are convertible into or exercisable for securities having the right to vote) (collectively, “Promess Voting Debt”) on any 

matters on which Progress shareholders may vote are issued or outstanding nor are there any outstanding Options obligating Progress or any of its 
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subsidiaries to issue or sell any Progress Voting Debt or to grant, extend or enter into any Option with respect thereto. 

(v) There have been no repricings of any Progress Employee Stock Options through amendments, cancellation and reissuance or other 

Tgress Performance Shares (A) have been granted since November 2,201 0, except as permitted by this Agreement, or (B) have been granted in 
itemplation of the Merger or the transactions contemplated in this Agreement. None of the Progress Employee Stock Options was granted with 

means during the current or prior two (2) calendar years. None of the Progress Employee Stock Options, Progress Restricted Stock Units or 

an 
Re 
authorized committee or subcommittee thereof,) in compliance with all applicable laws and recorded on the consolidated financial statements of 
Progress in accordance with GAAP, and no such grants of Progress Employee Stock Options involved any “back dating,” “forward dating” or 
similar practices. 

. e price below the per share closing price on the NYSE on the date of gr 
Stock Units and Progress Performance Shares were validly made and 

grants of Progress Employee Stock Options, Progress 
approved by the Board of Directors of Progress (or a duly 

(c) Authority. Progress has full corporate power and authority to enter into 
to obtaining Progress Shareholder Approval, to consummate the transactions co 
Agreement by Progress and the consummation by Progress of the transactions contemplated hereby have been duly and validly adopted and 
unanimously approved by the Board of Directors of Progress, the Board of Directors of Progress has recommended approval of this Agreement by 
the shareholders of Progress and directed that this Agreement be submitted to the Shareholders of Progress for their approval, and no otlier 
corporate proceedings on the part of Progress or its shareholders are necessary to authorize the execution, delivery and performance of this 
Agreement by Progress and the consummation by Progress of the Merger and the other transactions contemplated hereby, otlier than obtaining 
Progress Shareholder Approval. This Agreement has been duly and validly executed and delivered by Progress and, assuming tl& Agreement 
constitutes the legal, valid and binding obligation of Duke and Merger Sub, constitutes a legal, valid and binding obligation of Progress enforceable 
against Progress in accordance with its terms, except that such enforcement may be subject to applicable bankruptcy, insolvency, reorganization, 
moratorium or other similar laws, now or hereafter in effect, relating to creditors’ rights generally and to general equitable principles. 

reement, to perform its obligatio 
d hereby. The execution, deliv 

(d) No Conflicts: Approvals and Consents 

(i) The execution and delivery of this Agreement by Progress does not, and the performance by Progress of its obligations hereunder and 
the consummation of the Merger and the other transactions contemplated hereby will not, conflict with, result in a violation or breach of, constitute 
(with or without notice or lapse of time or both) a default under, result in or give to any person any right of payment or reimbursement, termination, 
cancellation, modification or acceleration of, or result in the creation or imposition of any Lien upon any of the assets or properties of Progress or 
any of its subsidiaries or any of the Progress Joint Ventures under, any of tlie terms, conditions or prov 
;-corporation or by-laws (or other comparable organizational documents) of Progress or any of its sub 

ttures, or (B) subject to tlie obtaining of Progress Shareholder Approval and the taking of the actions described in paragraph (ii) of this 
oection 3.01 (d), including tlie Progress Required Statutory Approvals, (x) any statute, law, rule, regulation or ordinance (together, ‘‘JaE”), or any 
judgment, order, writ or decree (together, “orders”), of any federal, state, local or foreign government or any court of competent jurisdictiois 
administrative agency or commission or other governmental authority or instrumentality, domestic, foreign or supranational (each, a 
“Governmental Authority”) applicable to Progress or any of its subsidiaries or any of the Progress Joint Ventures or any of their respective assets or 
properties, or (y) any note, bond, mortgage, security agreemenf credit agreement, indenture, license, franchise, permit, concession, contract, lease, 
obligation or other instrument 

of (A) the certificates or articles of 
es or any of the Progress Joint 
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to which Progress or any of its subsidiaries or any of the Progress Joint Ventures is a party or by which Progress or any of its subsidiaries or any of 
the Progress Joint Ventures or any of their respective assets or properties is bound, excluding from tlie foregoing clauses (x) and (y) such items that, 
individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. 

(ii) Except for (A) compliance with, and filings under, the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and 
tlie rules and regulations thereunder (the “HSR Act”); (B) the filing with and, to the extent required, the declaration of effectiveness by the 
Securities and Exchange Commission (the “E) of (1) a proxy statement relating to the approval of this Agreement by Progress’s shareholders 
(such proxy statement, together with the proxy statement relating to tlie approval of this Agreement by Duke’s shareholders, in each case as 
amended or supplemented from time to time, the “Joint Proxy Statement”) pursuant to the Securities Exchange Act of 1934, as amended, and the 
rules and regulations thereunder (the “;Exchange Act”), (2) the registration statement on Form S-4 prepared in connection with the issuance of 
Duke Common Stock in the Merger (the “Form S-4”) and (3) suchreports under the Exchange Act as may be required in connection witli tlis 
Agreement and the transactions contemplated hereby; (C) the filing of documents with various state securities authorities that may be required in 
connection with the transactions contemplated hereby; @) such filings with and approvals of theNYSE to permit the shares of Duke Common 

k that are to be issued pursuant to Article II to be listed on tlie NYSE; (E) the registration, consents, approvals and notices required under the 
,., J5 Act; (F) notice to, and the consent and approval of, the Federal Energy Regulatory Commission (the ‘‘FERC”) under Section 203 of the 
Federal Power Act, as amended (the “Power Act”), or an order under the Power Act disclaiming jurisdiction over the transactions contemplated 
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hereby; (G) the filing 
Nuclear Regulatory Co n (the “m) under the Atomic Energy Act of 1954, as amended (the “.Atomic Enerev Act”); (€I) the f i b  of the 
Articles of Merger and other appropriate merger documents required by the NCBCA with the Secretary of State of the State of North Carolina and 
appropriate documents with the relevant authorities of other states in which Progress is qualified to do business; (I) compliance with and such 

‘ngs as may be required under applicable Ehvironmental Laws; (J) to the extent required, notice to and the approval of the North Carolina 

cation to, and consent and approval of, and issuance of any required licenses and license amendments by, tlie 

Commission of South Carolina (the “PSCSC”), 
the ‘‘tpVCO’’), the Indiana Utility Regulatory C 

rida Public Service Commission 
on (the ‘‘m) and the Kentuclcy 

’) (collectively, the “Appli cable PSCs”); (Io required pre-approvals (the “FCC Pr e-Approvals”) of 
license transfers with the Federal Communications Commission (the “E); (L) such other items as disclosed in Section 3.01(d) ofthe Progress 
Disclosure Letter; and (I$) compliance with, and fiings under, antitrust or competition laws of any foreign jurisdiction, if required (the items set 
forth above in clauses (A) thro and (J), collectively, the ‘ 
authorization (..Consents”) registration, declaration 

the execution and delive or made in co 
r the c o n s m a  e Merger and the other transa 

obtain, as the case may be, individually or in the aggregate, could not reasonably be expected to have a material adverse effect on Progress. 

(e) SEC Reports. Financial Statements and Utiliiy Reports. 

(i) Progress and its subsidiaries have fiied or furnished each form, report, schedule, registration statement, registration exemption, if 
applicable, defiitive proxy statement and other document (together with all amendments thereof and supplements thereto) required to be fiied or 
furnished by Progress or any of its subsidiaries pursuant to the Securities Act of 1933, as amended, and the rules and regulations thereunder (the 
“Securities Act”) or the Exchange Act with the SEC since January 1,2007 (as such documents have since the time of their f i b  been amended or 
supplemented, the “Lproaess SEC Re~orts”). As of their respective dates, after giving effect to any amendments or supplements thereto, the 
Progress SEC Reports (A) complied as to form in all material respects with the requirements of the Securities Act and the Exchange Acf if 
applicable, as the case may be, and, to tlie extent applicable, the Sarbanes-Oxley Act of 2002 (“SQX”), and (€3) did not contain any 
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ue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements therein, 
111 light of the circumstances under which they were made, not misleading. 

(ii) Each of the principal executive officer of Progress and the principal fiancial officer of Progress (or each former principal executive 
officer of Progress and each former principal f i i c i a l  officer of Progress, as applicable) has made all certifcations required by Rule 13a-14 or 
15d-14 under the Exchange Act or Sections 302 and 906 of SOX and the rules and regulations of the SEC promulgated thereunder with respect to 
the Progress SEC Reports. For purposes of the precedmg sentence, “principal executive officer” and “principal financial officer” shall have the 
meanings given to such terms in SOX. Since January 1,2007, neither Progress nor any of its subsidiaries has arranged any outstandmg “extensions 
of credit” to directors or executive officers within the meaning of Section 402 of SOX. 

(iii) The audited consolidated fiiancial statements and unaudited interim consolidated f i c i a l  statements (including, in each case, the 
notes, if any, thereto) included in the Progress SEC Reports (the ‘LPropress Financial Statements”) complied as to form in all material respects with 
the published rules and regulations of the SEC with respect thereto in effect at the time of filing or fumishmg the applicable Progress SEC Repoe 
were prepared in accordance with United States generally accepted accountmg principles (“GAAP”) applied on a consistent basis during the 
periods involved (except as may be indicated therein or in the notes thereto and except with respect to unaudited statements as permitted by Form 
10-Q of the SEC) and fairly present (subject, in the case of the unaudited interim f i i c i a l  statements, to normal, recurring year-end audit 
adjustments that were not or are not expected to be, individually or in the aggregate, materially adverse to Progress) the consolidated fiiancial 
position of Progress and its consolidated subsidiaries as of the respective dates thereof and the consolidated results of their operations and cash 
flows for the respective periods then ended 

(iv) All f i b s  (other than immaterial f i b s )  required to be made by Progress or any of its subsidiaries since Jan~my 1,2007, wider 
the 2005 Act, the Power Act, the Atomic Energy Act, the Natural Gas Act, the Natural Gas Policy Act of 1978, the Communications Act of 1934 
and applicable state laws and regulations, have been filed with the SEC, the FEEC, the Department of Energy (the “m), the FCC or any 
applicable state public utility commissions (including, to tlie extent required, NCUC, PSCSC and FPSC), as the case may be, includmg all forms, 
statements, reports, agreements (oral or written) and all documents, exhibits, amendments and supplements appertaining thereto, includmg all rates, 
tariffs, franchises, service agreements and related documents, and a l l  such filings complied, as of their respective dates, with all applicable 
requirements of the applicable statute and the rules and regulations thereunder, except for filings the failure of which to make or the failure of which 

!&e in compliance with all applicable requirements of the applicable statute and the rules and regulations thereunder, individually or in the 
-gregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. 
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(v) Progress has designed andmaintains a system of intend control over financial reporting (as definedin Rules 13a-l5(f) and 15d- 
15(f) of the Exchange Act) sufficient to provide reasonable assurances regarding the reliability of financial reporting. Progress (x) has designed and 
maintains disclosure controls and procedures (as defied in Rules 13a-l5(e) and 1 Sd-I5(e) of the Exchange Act) to provide reasonable assurance 
that all information required to be disclosed by Progress in the reports that it files or submits under the Exchange Act is recorded, processed, 

marized and reported within the time periods specified in the SEC’s rules and forms and is accumulated and communicated to Progress’s 
jnagement as appropriate to allow timely decisions regardq required disclosure, and (y) has disclosed, based on its most recent evaluation of 

over financial reporting which are reasonably likely 
internal control over financial 
sil7uficant deficiencies 
to adversely affect Progress’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 role in Progress’s internal control over financial reporting. Since 
December 31,2006, any material change in internal control over financial reporting required to be disclosed in any Progress SEC Report has been 
so disclosed. 

to Progress’s outside auditors and the 
aknesses in tlie design or operation of 

ittee ofthe Board ofDirectors ofprogress (A) all 
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(vi) Since December 31,2006, (x) neither Progress nor any of its subsidiaries nor, to the knowledge of the Executive Officers (for the 
purposes of this Section 3.01 (e)(vi), as such term is defied in Section 3b-7 of the Exchange Act) of Progress, any director, officer, employee, 
auditor, accountant or representative of Progress or any of its subsidiaries IMS receive 
allegation, assertion or claim, whether written or oral, regardq the accounting or au 
Progress or any of its subsidiaries or their respective internal accounting controls relating to periods after December 31, 2006, includq any 
material complaint, allegation, assertion or claim that Progress or any of its subsidiaries has engaged in questionable accounting or auditing 
practices (except for any of the foregoing after the date hereof which have no reasonable basis), and (y) to the knowledge of the Executive Officers 
of Progress, no attorney representing Progress or any of its subsidiaries, whether or not employed by Progress or any of its subsidiaries, has 
reported evidence of a material violation of securities laws, breach of fiduciary duty or similar violation, relating to periods after December 31, 
2006, by Progress or any of its officers, directors, employees or agents to the Board of Directors of Progress or any committee thereof or to any 
director or Executive Officer of Progress. 

otherwise obtained knowledge of any material complaint, 
practices, procedures, methodologies or methods of 

(f) Absence of Certain Changes or Events. Since December 31,2009, fhrough the date hereof, Progress and its subsidiaries have conducted 
J respective businesses in all material respects in the or- course of business in a consistent manner since such date and there has not been 

any change, event or development that, individually or in the aggregate, has had or could reasonably be expected to have a material adverse effect 
on Progress. 

(8) . Except for matters reflected or reserved against in the consolidated balance sheet (or notes thereto) as 
of December 31,2009, included in the Progress Financial Statements, neither Progress nor any of its subsidiaries has any liabilities or obligations 
(whether absolute, accrued, contmgent, fixed or otherwise, or whether due or to become due) of any nature that would be required by GAAP to be 
reflected on a consolidated balance sheet of Progress and its consolidated subsidiaries (including the notes thereto), except liabilities or obligations 
(i) that were incurred in the ordinary course of business consistent with past practice since December 31, 2009, (ii) that were incurred in 
connection with the transactions contemplated by this Agreement and that are not material in the aggregate or (iii) that, individually or in the 
aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. Neither Progress nor any of its 
subsidiaries is a party to, or has any commitment to become a party to, any joint venture, off-balance sheet partnership or any similar contract or 
arrangement (including any Contract relating to any transaction or relationship between or among Progress and any of its subsidiaries, on the one 
hand, and any unconsolidated affiiate, includq any structured fiance, special purpose or limited purpose entity or person, on the other hand, or 
any “off-balance sheet arrangements’’ (as defied in Item 303(a) of Regulation S-K under the Exclmge Act), where the result, purpose or effect of 
such contract or arrangement is to avoid &closure of any material transaction involving, or material liabilities of, Progress or any of its 
subsidiaries, in the Progress Financial Statements or the Progress SEC Reports. 

(h) Lepal Proceedines. Except for Environmental Claims, which are the subject of Section 3.01(n), as of the date of this Agreement, (i) there 
are no actions, suits, arbitrations or proceedings pending or, to the knowledge of Progress, threatened against, relating to or affecting, nor to the 
knowledge of Progress are there any Governmental Authority investigations, inquiries or audits pending or threatened against, relating to or 
affecting, Progress or any of its subsidiaries or any of the Progress Joint Ventures or any of their respective assets and properties that, in each case, 
individually or in the aggregate, have had or could reasonably be expected to have a material adverse effect on Progress and (ii) neither Progress 
nor any of its subsidiaries or material assets is subject to any order of any Governmental Authority that, individually or in the aggregate, has lmd or 
could reasonably be expected to have a material adverse effect on Progress. 

(i) Information Supplied. None of the information supplied or to be supplied by Progress for inclusion or incorporation by reference in (i) the 
2 S-4 will, at the time tlie Form S-4 is filed with the SEC, at any time it is amended or supplemented or at the time it becomes effective under 

tne Securities Act, contain any untrue 
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statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein not 
misleadq, or (ii) the Joint Proxy Statement will, at the date it is fmt mailed to Duke’s shareholders or Progress’s shareholders or at the time of &e 

t to state any material fact 
required to be stated therein or necessary in order to make the statements therein, in light of the circumstances under which they are made, not 
misleading. The Joint Proxy Statement (other than the portions thereof relating solely to the Duke Shareholders Meeting) will comply as to form in 
all material respects with the requirements of the Exchauge Act and the rules and regulations thereunder, except that no representation is made by 
Progress with respect to statements made or incorporated by reference therein based on information supplied by or on behalf of Duke or Merger 
Sub for inclusion or incorporation by reference in the Joint Proxy Statement. 

ss Shareholders Meeting or the Duke Shareholders Meebng, contain any untrue statement of a material fact or 

6) Permits: compliance with Laws and Orders. Progress, its subsidiaries and the Progress Joint Ventures hold all permits, licenses, 
certificates, notices, authorizations, approvals and similar Consents of all Governmental Authorities (“Permits”) necessary for the lawful conduct 
of their respective businesses, except for failures to hold such Permits thac individually or in the aggregate, have not had and could not reasonably 
be expected to have a material adverse effect on Progress. Progress, its subsidiaries and the Progress Joint Ventures are in compliance with the 
terms of their Permits, except failures so to comply that, individually or in the aggregate, have not had and could not reasonably be expected to 
have a material adverse effect on Progress. Progress, its subsidiaries and the Progress Joint Ventures are not, and since January 1,2008 have not 
been, in violation of or default under any law or order of any Governmental Authority, except for such violations or defaults that, individually or in 
the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. Progress is, and since January 1, 
2008 has been, in compliance in all material respects with (i) SOX and (ii) the applicable listing standards and corporate governance rules and 
regulations of the NYSE. The above provisions of this Section 3.016) do not relate to matters with respect to taxes, such matters being the subject 
of Section 3.01 (k), Environmental Permits and Environmental Laws, such matters being the subject of Section 3.01 (n), benefits plans, such matters 
being the subject of Section 3.01 (1) and nuclear power plants, such matters being the subject of Section 3.01 (0). 

(i) Except as has not had, and could not reasonably be expected to have, a material adverse effect on Progress: 

(A) Each of Progress and its subsidiaries has timely fde4 or has caused to be timely filed on its behalf, all Tax Returns required 
to be filed by it, and all such Tax Returns are true, complete and accurate. All Taxes shown to be due and owing on such Tax Returns 
have been timely paid. 

(B) The most recent financial statements contained in the Progress SEC Reports filed prior to the date of this Agreement reflecf 
in accordance with GAAP, an adequate reserve for all Taxes payable by Progress and its subsidiaries for all taxable periods through the 
date of such financial statements. 

(C) There is no audit, examination, deficiency, refund litigation, proposed adjustment or matter in controversy with respect to any 
Taxes or Tax Retuni of Progress or its subsidiaries, and, to the knowledge of Progress, neither Progress nor any of its subsidiaries has 
received written notice of any claim made by a governmental authority in a jurisdiction where Progress or any of its subsidiaries, as 
applicable, does not file a Tax Return, that Progress or such subsidiary is or may be subject to income tamtion by that jurisdiction. No 
deficiency with respect to any Taxes has been proposed, asserted or assessed against Progress or any of its subsidiaries, and no requests 
for waivers of the time to assess any Taxes are pending. 

the assessment of any Taxes or deficiencies against Progress or any of its subsidiaries, and no power of attorney granted by either 
Progress or any of its subsidiaries with respect to any Taxes is currently in force. 

(D) There are no outstanding written agreements, consents or waivers to extend the statutory period of limitations applicable to 
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(E) Neither Progress nor any of its subsidiaries is a party to any agreement providing for the allocation or sharing of Taxes 
imposed on or with respect to any individual or other person (other than (1) such agreements with customers, vendors, lessors or the like 
entered into in the ordinary course of business and (E) agreement., with or among Progress or any of its subsidiaries), and neither 
Progress nor any of its subsidiaries (A) has been a member of an affiliated group (or similar state, local or foreign fding group) filing a 
consolidated U.S. federal income Tax Return (other than the group the common parent of which is Progress or a subsidiary of Progress) 
or (€3) has any liability for the Taxes of any person (other than Progress or any of its subsidiaries) 0) under Treasury Regulation 
Section 1.1 502-6 (or any similar provision of state, local or foreign law), or (E) as a transferee or successor. 
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(F) There are no material Liens for Taxes (other than for current Taxes not yet due and payable) on the assets of Progress and its 
subsidiaries. 

(ii) Neither Progress nor any of its subsidiaries has taken or agreed to take any action or knows of any fact, agreement, plan or other 
-urnstance that is reasonably likely to prevent or impede the Merger &om qualifying as a reorganization under Section 368(a) of the Code. 

For purposes of this Agreement 

‘‘m means any and all federal, state, local, foreign or other taxes of any kind (together with any and all interesf penalties, additions to 
tax and additional amounts imposed with respect thereto) imposed by any governmental authority, includq, without limitation, taxes or other 

th respect to income, franchises, windfall or other profits, gross receipts, property, sales, use, capital stoc 
social security, workers’ compensation, or net worth, and taxes or other charges in the nature of ex 

employment, 
, ad valorem or 

value added. 

Tax Rebr$ means any return, report or similar statement (including the schedules attached thereto) required to be filed with respect to 
Taxes, including, without limitation, any information return, claim for refund, amended return, or declaration of estimated Taxes. 

(1) Emdovee Benefit Plans: ERISA. 

(i) Except for such matters that, individually or in the aggregate, have not had and couldnot reasonably be expected to have a material 
adverse effect on Progress, (A) all Progress Employee Benefit Plans are in compliance with all applicable requirements of law, including the 
Employee Retirement Income Security Act of 1974, as amended, and the rules and regulations thereunder (“ERISA”), and the Code, and (B) there 
does not now exist, nor do any circumstances exist 
of its subsidiaries following the Closing. The only m 
Progress or any of its subsidiaries are the agreements and policies disclosed in Section 3.01 (l)(i) of the Progress Disclosure Letter. 

Id result in, any Controlled Group Liability that would be a li 
employment agreements, severance agreements or severance 

(ii) As used herein: 

(3) under Sections 41 2 and 4971 of tlie Code, and (4) as a result of a failure to comply with the continuation coverage requirements of 
Section 601 et seq. of ERISA and Section 4980B of the Code; 

(B) “Progress Employee Benefit Plan” means any Plan entered into, established, maintained, sponsored, contributed to or 
required to be contributed to by Progress or any of its subsidiaries for the benefit of the current or former employees or directors of 
Progress or any of its subsidiaries and existing on the date of this Agreement or at any time subsequent thereto and, in the case of a Plan 
that is subject to Part 3 of Title I of ERISA, Section 412 of the Code or Title IV of ERISA, at any time 

(A) “Controlled Group Liability” means any and all liabilities (1) under Title IV of ERISA, (2) under Section 302 of ERISA, 
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during the five-year period preceding the date of this Agreement with respect to which Progress or any of its subsidiaries has or could 
reasonably be expected to have any present or future actual or contingent liabilities; and 

(C) “plan” means any employment, bonus, incentive Compensation, deferred Compensation, long term incentive, pension, profit 
sharing, retirement, stock purchase, stock option, stock ownership, stock appreciation rights, phantom stock, leave of absence, layoff, 
vacation, day or dependent care, legal services, cafeteria, life, health, medical, accident, disability, workmen’s compensation or other 
insurance, retention, severance, separation, termination, change of control or other benefit plan, agreement, practice, policy, program, 
scheme or arrangement of any kind, whether written or oral, including any “employee benefit plan” within the meaning of Section 3(3) 
of ERISA. 

(iii) No event has occurred, and there exists no condition or set of circumstances in connection with any Progress Employee Benefit 
Plan, that has had or could reasonably be expected to have a material adverse effect on Progress. 

(iv) Section 3.01 (l)(iv) of the Progress Disclosure Letter identifies eachProgress Employee Benefit Plan that provides, upon the 
occurrence of a change in the ownership or effective control of Progress or its subsidiaries or a change in the ownership of all or a substantial 
portion of the assets of Progress or its subsidiaries, either alone or upon the occurrence of any additional or subsequent events and whether or not 
applicable to the transactions contemplated by tlis Agreement, for (A) an accelemtion of the time of payment of or vesting in, or an increase in the 
amount of, compensation or benefits due any current or former employee, director or officer of Progress or its subsidiaries, (B) any forgiveness of 
indebtedness or obligation to fund compensation or benefits with respect to any such employee, director or officer, or (C) an entitlement of any 

’I employee, director or officer to severance pay, unemployment compensation or any other payment or other benefit. 

(v) Each Progress Employee Benefit Plan that is in any part a “nonqualified deferred compensation plan’’ subject to Section 409A of 
the Code (A) materially complies and, at all times after December 31,2008 has materially complied, both in form and operation, with the 
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requirements of Section 409A of the Code and the f i a l  regulations thereunder and (B) between January 1,2005 and December 31,2008 was 
operated in material reasonable, good faith compliance with Section 409A of the Code, as determined under applicable guidance of the United 
States Department of the Treasuy (the “Treasury”) and the Internal Revenue Service. 

(m) Labor Matters. As 
1 collective bargaining agr 

Progress nor any of its 
ement with any union 

e process of negotiating 
Agreement, there are no 

disputes, grievances or arbitrations pending or, to the knowledge of Progress, threatened between Progress or any of its subsidiaries and any trade 
union or other representatives of its employees and there is no charge or complaint pendmg or threatened in writing against Progress or any of its 
subsidiaries before the National Labor Relations Board (the ‘7\sLRB”) or any similar Governmental Authority, except in each case as, individually 
or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress, and, to the knowledge of 

any of the employees of 
stoppage, strike, slowdown or 

eement, there are no material 

lockout by or affecting employee 
writing, except in each case as, 
effect on Progress. Except as, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse effect 
on Progress: (A) there are no litigations, lawsuits, claims, charges, complaints, arbitrations, actions, investigations or proceedmgs pending or, to the 
knowledge of Progress, thr 
independent contractors, ap 
applicable laws, orders, agreements, contracts and policies respecting employment and 

diaries and, to the knowledge of Progress, no such action has been threatened in 
ave not had and could not reasonably be expected to have a material adverse 

involving Progress or 
ment or classes of the 

subsidiaries and any of 
; (B) Progress and its sub 
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employment practices, includmg, without limitation, all legal requirements respecting terms and conditions of employment, equal opportunity, 
workplace health and safety, wages and hours, child labor, immigration, discrimination, disability rights or benefits, facility closures and layoffs, 
workers’ compensation, labor relations, employee leaves and unemployment insurance; and (C) since January 1,2007, neither Progress nor any of 
its subsidiaries has engaged in any “plant closing” or “mass layoff,” as defied in the Worker Adjustment Retraining and Notification Act or any 
comparable state or local law (the “WARN Act”), without complying with the notice requirements of such laws. 

(n) j3nvkonmental Matters 

(i) Each of Progress, its subsidiaries and the Progress Joint Ventures since January 1,2008 has been and is in compliance with all 
applicable Environmental Laws (as hereinafter defied), except where the failure to be in such compliance, individually or in the aggregate, has not 
had and could not reasonably be expected to have a material adverse effect on Progress. 

(ii) Each of Progress, its subsidiaries and the Progress Joint Ventures has obtained all Permits under Enviroimental Laws (collectively, 
es and the conduct of their operations as of the date of this Agreemenf the “Environmental Permits”) necessary for the construction of their fac 

as applicable, and all such Environmental Permits are validly issued, in full force and effect, and fmal, and Progress, its subsidiaries and the 
Progress Joint Ventures are in compliance with all terms and conditions of the .Environmental Permits, except where the failure to obtain such 
Environmental Permits, of such Permits to be in good standmg or, where applicable, of a renewal application to have been timely filed and be 
pendmg or to be in such compliance, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse 
effect on Progress. 

(iii) There is no Environmental Claim (as hereinafter defied) pending: 

(A) against Progress or any of its subsidaries or any of the Progress Joint Ventures; 

(B) to the knowledge of Progress, against any person or entity whose liability for such Environmental Claim has been retained or 

(C) against any real or personal property or operations that Progress or any of its subsidiaries or any of the Progress Joint 

assumed either contractually or by operation of law by Progress or any of its subsidiaries or any of the Progress Joint Ventures; or 

Ventures owns, leases or manages, m whole or in part, or, to the knowledge of Progress, formerly owned, leased or managed, in whole 
or in part, except in the case of clause (A), (B) or (C) for such Environmental Claims that, individually or in the aggregate, have not had 
and could not reasonably be expected to have a material adverse effect on Progress. 

(iv) To the knowledge of Progress, there have not been any Releases (as hereinafter defied) of any Hazardous Material (as hereinafter 
defied) tlxtt would be reasonably likely to form the basis of any Environmental Claim against Progress or any of its subsidiaries or any of the 
Progress Joint Ventures, in each case, except for such Releases that, individually or in the aggregate, have not had and could not reasonably be 

2cted to have a material adverse effect on Progress. 

(v) As used in this Section3.01 (n) and in Section 3.02(n): 
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(A) “Environmental Claim” means ary and all administrative, regulatory or judicial actions, suits, orders, demands, demand 
letters, directives, claims, liens, investigations, proceedings or notices of noncompliance, liability or violation (written or oral) by any 
person or entity (includmg any Governmental Authority) alleging potential liability (including potential responsibility or liability for 
enforcement, investigatory costs, cleanup costs, governmental response costs, removal costs, remedial costs, natural resources 
damages, properly damages, personal injuries or penalties) arising out of, based on or resulting from circumstances forming the basis of 
any actual or alleged noncompliance with, violation of, or liability under, any Environmental Law or Environmental Permit; 
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@) “Environmental Laws” means all domestic or foreign federal, state and local laws, principles of common law and orders 
relating to pollution, the environment (including ambient air, surface water, groundwater, land surface or subsurface strata) or 
protection of human health as it relates to the environment including laws relating to the presence or Release of Ilazardous 
otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal, transport or handlrng of, or exp 
to, Hazardous Materials; 

could become friable, urea formaldehyde foam insulation, and polychlorinated biphenyls; and (b) any chemical, material, substan 
waste that is prohibited, limited or regulated under any Environmental Law; and 

atmosphere, soil, surface water, groundwater or property. 

(C) “Eazardous Materials” means (a) any petroleum or petroleum products, radioactive materials, asbestos in any form that ’ 

(D) “Release” means any spill, emission, lealung, injection, deposit, disposal, discharge, dispersal, leaching or migration into the 

(0) Ownership of Nuclear Power Plants. The operations of the nuclear generation stations owned, iU whole or part, by Progress or its 
subsidiaries (collectively, the “Progress Nuclear Facilities”) are and have been conducted in compliance with all applicable laws and Permits, 
except for such failures to comply that individually or in the be expected to have a material 
adverse effect on Progress. Each of the Progress th, emergency plans designed to 
respond to an unplanned Release therefrom of r men& of applicable law in all 
material respects. The plans for the decommissioning of each of the Progress Nuclear Facilities and for the storage of spent nuclear fuel conform 

ate, have not had and could not r 

als and each such plan conform 

:th the requirements of applicable law in all material respects and, solely with respect to the portion of the Progress Nuclear Fac 
:ctly or indirectly, by Progress, are fun 

racilities have not been the subject of any 
information from the NRC or any other agency w 
individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Progress. No Progress 
Nuclear Facility is listed by the NRC in the Unacceptable Performance column of the NRC Action Matrix, as a p 
Licensee Performance. Liability insurance to the 111 extent required by law for operating the Progress Nuclear 
effect regarding such facilities, except for failures to maintain such insurance in full force and effect that, individually or in the aggregate, have not 
had and could not reasonably be expected to have a material adverse effect on Progress. 

cable law. Since December 31,2008, the operations of the Progress Nuclear 
ongoing proceedmg, NRC Di Team Inspections or requests for 

s or requests for information that, over such facility, except for s 

(p) Vote Required. Assuming the accuracy of the representation and warranty contained in Section 3.02(r), the affirmative vote of the holders 
of record of at least a majority of the outstanding shares of Progress Common Stock, with respect to the approval of this Agreement (the “Progress 
Shareholder Approval”), is the only vote of the holders of any class or series of the capital stock of Progress or its subsidiaries required to approve 
this Agreement, the Merger and the other transactions contemplated hereby. 

(4) Opinions of Financial Advisors. The Board of Directors of Progress has received the opinion of each of Lazard Freres & Co. LLC and 
Barclays Capital Inc., to the effect that, as of the date of such opinion and based on the assumptions, qualifications and limitations contained 
therein, the Exchange Ratio is f i r ,  from a f i i c i a l  point of view, to the holders of Progress Common Stock. 

(r) Ownership of Duke Capital Stock. Neither Progress nor any of its subsidiaries or other affiliates beneficially owns any shares of Duke 
capital stock. 

(s) Articles 9 and 9A of the N B C A  Not Applicable: Other Statutes. Progress has taken all necessary actions, if any, so that the provisions of 
Articles 9 and 9A of the NCBCA will not, before the termination of this Agreement, apply to this Agreement, the Merger or the other transactions 
contemplated hereby. No “fair price,” 
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“merger moratorium,” “control share acquisitioq” or other anti-takeover or similar statute or regdation applies or purports to apply to this 
Agreement, the Merger or the other transactions contemplated hereby. 

(t) Joint Venture Re-presentations. Eachrepresentation or warranty made by Progress in this Section 3.01 relating to a Progress Joint Venture 
t is  neither operated nor managed solely by Progress or a Progress subsidiary shall be deemed made only to the knowledge of Progress. 

(u) Jnsurance. Except for failures to and could not 
reasonably be expected to have a material ach of Progress 
and its subsidiaries has been continuously insured with financially responsible insurers or has self-insured, in each case in such amounts and with 
respect to such risks and losses as are customary for companies in the United States conducting the business conducted by Progress and its 
subsidiaries dunng such time period. Neither Progress nor any of its subsidiaries has received any notice of any pen& or threatened cancellation, 
termination or premium increase with respect to any insurance policy of Progress or any of its subsidiaries, except with respect to any cancellation, 
termination or premium increase that, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse 
effect on Progress. 

. insurance that, individually or in the aggregate, have 
, &om Jan~~ary 1,2007, through the date of this Agree 

(v) Energ Price Risk Manacement Progress has established risk parameters, limits and guidelines in compliance with the risk management 
policy approved by Progress’s Board of Directors (the “Progress Risk Management Guidelines”) and monitors compliance by Progress and its 
subsidiaries with such energy price risk parameters. Progress has provided the Progress Risk Management Guidelines to Duke prior to the date of 
this Agreement. Progress is in compliance in all material respects with the Progress Risk Management Guidelines. 

(w) Prowess Material Con& acts. 

(i) For purposes of this Agreement, the term “progress Material Contract” shall mean any Contract to which Progress or any of its 
subsidiaries is a party or bound as of the date hereof: 

(A) that is a “material contract” (as such term is defined in Item 601 (b)(l 0) of Regulation S-K of the SEC); 

(B) that (1) purports to limit in any material respect either the type of business in which Progress or its subsidiaries (or, after the 
Effective Time, Duke or its subsidiaries) or any of their respective affiliates may engage or the manner or geographic area in which any 
of them may so engage in any business, (2) would require the disposition of any material assets or line of business of Progress or its 
subsidiaries (or, after the Effective Time, Duke or its subsidiaries) or any of their respective affdiates as a result of the consummation of 
the transactions contemplated by this Agreement, (3)  is a material Contract that grants “most favored nation’’ status that, following the 
Effective Time, would impose obligations uponDuke or its subsidiaries, including Progress and its subsidiaries, or (4) prohibits or 
h i t s ,  in any material respect, the right of Progress or any of its subsidiaries (or, after the Effective The ,  Duke or its subsidiaries) to 
make, sell or distribute any products or services or use, transfer, license or enforce any of their respective intellectual property rights; or 

(C) that (1) has an aggregate principal amount, or provides for an aggregate obligation, in excess of $100,000,000 (I) evidencing 
indebtedness for borrowed money of Progress or any of its subsidiaries to any third party, (.TI) guaranteeing any such indebtedness of a 
third party or @I) containing a covenant restricting the payment of dividends, or (2) has the economic effect of any of the items set 
forth in subclause (1) above. 

(ii) Neither Progress nor any subsidiary of Progress is in breach of or default under the terms of any Progress Material Contract and no 
event has occurred that (with or without notice or lapse of time or both) could result in a breach or default under any Progress Material Contract 
where such breach or default could reasonably be expected to have, individually or in the aggregate, a material adverse effect on Progress. To the 
knowledge of 
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Progress, no other party to any Progress Material Contract is in breach of or default under the terms of any Progress Material Contract where such 
breach or default has had, or could reasonably be expected to have, individually or in the aggregate, a material adverse effect on Progress. Except 
as could not reasonably be expected to lmve, individually or in the aggregate, a material adverse effect on Progress, each Progress Material 
Contract is a valid and binding obligation of Progress or the subsidiary of Progress which is party thereto and, to the knowledge of Progress, of 
each other party thereto, and is in f5.U force and effect, except that such enforcement may be subject to applicable bankruptcy, insolvency, 
reorganization, moratorium or other similar laws, now or hereafter in effect, relating to creditors’ rights generally and to general equitable 
principles. 

(x) Anti -Bribery Laws. 

(i) To the knowledge of Progress, Progress and its subsidiaries are, and since January 1,2008, have been, in compliance in all material 
respects with all statutory and regulatory requirements under the Foreign Corrupt Practices Act (15 U.S.C. $5  78dd-1, et seq.), as amended, the 
Anti-Kickback Act of 1986, as amended, the Organization for Economic Cooperation and Development Convention Against Bribery of Foreign 
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International Business Transactions and all legis 
, and all other anti-cormption and bribery laws ( 

enting such convention and all 
applicable written standards, re 

Governmental Authority) (the “Anti-Bribery Laws”) in jurisdictions in whichProgress and its subsidiaries have operated or currently operate. 
Since January 1,2008, neither Progress nor any of its subsidiaries has received any communication from any Governmental Authority or any 

’tken communication from any third party that alleges that Progress, any of its subsidiaries or any employee or agent thereof is in material 
. .alation of any Anti-Bribery Laws, and no such potential or actual material violation or liability has been discovered 

($Without limiting the other provisions of this Section 3.01 (x), since January 1,2008, none of Progress or its subsidiaries nor, to the 
knowledge of Progress, any of their respective current or former directors, officers, principals, employees, managers, sales persom, consultants or 
other agents or representatives, distributors, contractors, joint venturers or any other person acting on any of their behalf, has, directly or indirectly, 
made or offered or solicited or accepted any contribution, gift, gratuity, entertainment, bribe, rebate, payoff, influence payment, kickback or other 
P or anything else of value to or from any person, private or public (including customers, potential customers, political parties, elected 
0 and candidates), whether in money, property, services or any other form, to on in such person’s official 
capacity, inducing such person to do or omit to do any act in violation of the lawful n or securing an improper advantage 
or to induce such person to use such person’s influence to obtain or retain business for Progress or its es or otherwise to confer any 
benefit to Progress or its subsidiaries in violation in any material respect o f  any Anti-Bribery Laws. 

(iii) Since January 1,2006, neither Progress nor any of its subsidiaries has made any disclosure (voluntary or otherwise) to any 
Governmental Authority with respect to any alleged material irregularity, material misstatement or material omission or other potential material 
violation or liability arising under or relating to any Anti-Bribery Law. 

Section3.02 Representations and Warranties of Duke and Merger Sub. Except as set forth in the letter dated the date of this Agreement and 
delivered to Progress by Duke concurrently with the execution and delivery of this Agreement (the “Duke Disclosure Letter”) or, to tlie extent the 
qualifying nature of such disclosure is readily apparent therefrom and excludmg any forward-looking statements, risk factors and other similar 
statements that are cautionary and non-specific in nature, as set fortli in the SEC Reports filed on or after January I, 2009 and prior to the 
date hereof, Duke and Merger Sub represent and warrant to Progress as foll 

(a) Organization and Qualification. 

(i) Each of Duke and its subsidiaries is duly organized, validly existkg and in good standing (with respect to jurisdictions that 
recognize the concept of good standing) under the laws of its jurisdiction of organization and 
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has 111 power and authority to conduct its business as and to the extent now conducted and to own, use and lease its assets and properties, except 
for such failures to be so organized, existing and in good standing (with respect to jurisdictions that recognize the concept of good standing) or to 
have such power and authority tlxit, individually or in the aggregate, have not h expected to have a material adverse 
effect on Duke. Each of Duke and its subsidiaries is duly qualified, licensed or n good standing (with respect to 
jurisdictions that recognize the concept of goodstanding) in each jurisdiction in which the ownership, use or leasing of its assets and properties, or 
tlie conduct or nature of its business, makes such qualification, licensing or admission necessary, except for such failures to be so qualified, 
licensed or admitted and in good standing (witli respect to jurisdictions that recognize the concept of good standmg) tlxit, individualIy or in tlie 
aggregate, have not had and could not reasonably be expected to have a material adverse effect on Duke. Section 3.02(a) of the Duke Disclosure 
Letter sets forth as of the date of 
formed corporation and lms engaged in no activities except as contemplated by this Agreement All of the outstanding capital stock of Merger Sub 
is owned directly by Duke. No subsidiary of Duke owns any stock in Duke. Duke has made available to Progress prior to the date of this 
Agreement a true and complete copy of Duke’s certificate of incorporation and by-laws, each as amended though tlie date hereof. 

Agreement the name and jurisdiction of organization of each subsidiary of Duke. Merger Sub is a newly 

(E) Section 3.02(a) of the Duke Disclosure Letter sets forth a description as of tlie date of this Agreement, of all Duke Joint Ventures, 
includmg (x) the name of each such entity and 0.) a brief description of the principal line or lines of business conducted by each such entity. 

(Gi) Except for interests in the subsidiaries of Duke, the Duke Joint Ventures and interests acquired after the date of this Agreement 
without violating any covenant or agreement set forth herein, neither Duke nor any of its subsidiaries directly or indirectly owns any equity or 
similar interest in, or any interest convertible into or excliangeable or exercisable for, any equity or similar interest in, any person, in which the 
invested capital associated with such interest of Duke or any of its subsidiaries exceeds, individually as of the date of tl& Agreement, 
$1 00,000,000. 

(b) Capital Stock. 

(i) Tlie autliorized capital stock of Duke consists of 
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(A) 2,000,000,000 shares of common stock, par value $0.001 per share (the ‘‘We Common Stock”), of which 1,324,548,714 

(B) 44,000,000 shares of preferred stock, par value $0.001 per share, none of w 

shares were outstanding as of October 29, 201 0; and 

were outstandmg as of the date o 
Agreement. 

As of the date of this Agreement, no shares of Duke Common Stock are held in the treasury of Duke. As of the date of this Agreement, 
13,869,567 shares of Duke Common Stock were subject to outstandmg stock options granted under the Duke Employee Stock Option Plans 

tock were subject to outstanding awards of phantom stock units of Duke 

to the Duke Power 

Incentive Plan, the Duke Energy Corporation Directors’ Savings Plan, the Duke Energy Corporation Executive Savings Plan and any other 
compensatory plan, program or arrangement under which ommon Stock are reserved for issuance (collectively, the ‘‘m 
Emdovee Stock Option Plans ince October 29, 201 0, e Common Stock have issued except pursuant to the Duke 
Employee Stock Option Plans 29,201 0 to the date of this Agreement, no 
shares of Duke Common Stock h n Stock issued 
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pursuant to the Duke Employee Stock Option Plans or Duke Employee Stock Options issued there 
of Duke Common Stock are, and all shares reserved for issuance will be, upon issuance in ac 
or agreements pursuant to which they are issuable, duly authorized, validly issued, fully paid and nonassessable. Except as disclosed in this 
Section 3.02@), as of date of this Agreement there are no outstandmg Options obligating Duke or any of its subsidiaries (A) to issue or sell any 
shares of capital stock of Duke, (B) to grant, extend or enter into any Option with respect thereto, (C) redeem or otherwise acquire any such shares 
of capital stock or other equity interests or (D) provide a material amount of funds to, or make any material investment (in the form of a loan, 
rapital contribution or otherwise) in, any of their respective subsidiaries. 

1 of the issued and outstanding shares 
the terms specified in the instruments 

(ii) Except as permitted by this Agreement, all of the outstanding shares of capital stock of each subsidiary of Duke are duly authorized, 
validly issued, fully paid and nonassessable and are owned, beneficially and of record, by Duke or a subsidiary of Duke, free and clear of any 
Liens, except for any of the foregoing that, individually or in the aggregate, have not had and could not reasonably be expected to have a material 
adverse effect on Duke. All of the outstan 
nonassessable and are owned, beneficially 
any Liens. There are no (A) outstanding 
subsidiary of Duke or to grant, extend or enter into any such Option or (B) voting trusts, proxies or other commitments, understandings, restrictions 
or arrangements in favor of any person other than Duke or a subsidiary wholly-owned, directly or indirectly, by Duke with respect to the voting of 
or the right to participate in dividends or other earnings on any capital stock of Duke or any subsidiary of Duke. 

(iii) As of tlie date of this Agreement, none of the subsidiaries of Duke or the Duke Joint Ventures is a “public utility company,” a 
“holding company,” a “subsidiary company” or an “affiliate” of any holding company within the meaning of Section 2(a)(5), 2(a)(7), 2(a)(S) or 
2(a)(l1) of the 2005 Act, respectively. None of Duke, its subsidiaries and the Duke Joint Ventures is registered under the 2005 Act 

(iv) As of the date of tlis Agreement, no bonds, debentures, notes or other indebtedness of Duke or any of its subsidiaries having the 
right to vote (or which are convertible into or exercisable for securities having the right to vote) (collectively, “Duke Voting Debt”) on any matters 
on which Duke shareholders may vote are issued or outstanding nor are there any outstanding Options obligating Duke or any of its subsidiaries to 
issue or sell any Duke Voting Debt or to grant, extend or enter into any Option with respect thereto. 

(v) Each share of Duke Common Stock to be issued in the Merger shall be duly authorized, validly issued, fully paid and nonassessable 
and free and clear of any Liens. 

(vi) There have been no repricings of any Duke Employee Stock Options through amendments, cancellation and reissuance or other 
means during the current or prior two (2) calendar years. None of the Duke Employee Stock Options, Duke Phantom Stock Units or Duke 
Performance Shares (A) have been granted since August 6,2010, except as permittedby this Agreement, or (B) have been granted in 
contemplation of the Merger or the transactions contemplated in this Agreement. None of the Duke Employee Stock Options was granted with an 
e-srcise price below the per share closing price on the NYSE on the date of grani All grants of Duke Employee Stock Options, Duke Phantom 

:k Units and Duke Performance Shares were validly made and properly approved by the Board of Directors of Duke (or a duly authorized 
cummittee or subcommittee thereof) in compliance with all applicable laws and recorded on the consolidated financial statements of Duke in 
accordance with GAAP, and no such grants of Duke Employee Stock Options involved any “back dating,” “forward dating” or similar practices. 
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(c) Authority. Duke has M1 corporate power and authority to enter into this Agreement, to perform its obligations hereunder and, subject to 
ob- Duke Shareholder Approval, to consummate the transactions contemplated hereby. The execution, delivery and performance of this 
Agreement by Duke and the consummation 
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of the transactions contemplated hereby have bee 
e Board of Directors of Duke has recommended 

adopted and unanimously approved by the Board of Directors of 
areholders of Duke of the Duke Charter Amendment and the Duke 

Share Issuance, and directed that the Duke Charter Amendment and Duke Share Issuance be submitted to the shareholders of Duke for their 
approval, and no other corporate proceedings on the part of Duke or its shareholders are necessary to authorize the execution, delivery and 
performance of this Agreement by Duke and the consummation by Duke of the Merger and the other transactions contemplated hereby, other than 
obtaining Duke Shareholder Approval. This Agreement has been duly and validly executed and delivered by Duke and, assuming this Agreement 
constitutes the legal, valid and bindmg obligation of Progress, constitutes a legal, valid and binding obligation of D eable against Duke in 
accordance with its terms, except that such enforcement may be subject to applicable bankruptcy, insolvency, re moratorium or other 
similar laws, now or hereafter in effect relating to creditors’ rights generally and to general equitable principles. 

(d) No Conflicts: Approvals and Consents. 

(i) The execution and delivery of this Agreement by Duke does not, and the performance by Duke of its obligations hereunder and the 
consummation of the Merger and tlie other transactions Contemplated hereby will not, conflict with, result in a violation or breach of, constitute 
(with or without notice or lapse of time or both) a default under, result in or give to any person any right of payment or reimbursement termination, 
cancellation, modification or acceleration of, or result in the creation or imposition of any Lien upon any of the assets or properties of Duke or any 
of its subsidiaries or any of the D&t: Joint Ventures under, any of the terms, conditions or provisions of (A) subject to the effectiveness of the 
Duke Charter Amendment., the certificates or articles of incorporation or by-laws (or other comparable organizational documents) of Duke or any 
of its subsidiaries or any of the Duke Joint Ventures, or @) subject to the obtaining of Duke Shareholder Approval and the taking of the actioix 
described in paragraph (ii) of this Section 3.02(d), includmg the Duke Required Statutory Approvals, (x) any laws or orders of any Governmental 
Authority applicable to Duke or any of its subsidiaries or any of the Duke Joint Ventures or any of their respective assets or properties, or Q any 

:, bond, mortgage, security agreemenf credit agreemenf indenture, license, franchise, permit, concession, contract lease, obligation or other 
.merit to which Duke or any of its subsidiaries or any of the Duke Joint Ventures is a party or by which Duke or any of its subsidiaries or any 

of the Duke Joint Ventures or any of their respective assets or properties is bound, excluding from the foregoing clauses (x) and 0) such items that, 
individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Duke. 

(ii) Except for (A) compliance with, and filings under, the HSR Act; @) the f i b  with and, to the extent required, the declaration of 
effectiveness by, the SEC of (1) the Joint Proxy Statement pursuant to the Exchange Act, (2) the Form S-4 and (3) such reports under the 
Exchange Act as may be required in connection with this Agreement and the transactions contemplated hereby; (C) the filing of documents with 
various state securities authorities that may be required in connection with the transactions contemplated hereby; @) such fillngs with and 
approvals of the NYSE with respect to the Duke Charter Amendment if necessary, and to permit the shares of Duke Common Stock tfiat are to be 
issued pmuant to Article II to be listed on the NYSE; (E) the registration, consents, approvals and notices required under the 2005 Ace (F) notice 
to, and the consent and approval of, FERC under Section 203 of the Power Act, or an order under the Power Act disclaiming jurisdiction over the 
transactions contemplated hereby; (G) the filing of an application to, and consent and approval of, and issuance of any required licenses and 
license amendments by, the NRC under the Atomic Energy Act; (H) the filing of tlie Certificate of Amendment with respect to tlie Duke Charter 
Amendment with the Secretary of State of the State of Delaware and the Articles of Merger and other appropriate merger documents required by 
the NCBCA with the Secretary of State of the State of North Carolina and appropriate documents with the relevant authorities of other states in 
which Duke is qualified to do business; (I) compliance with and such filings as may be required under applicable Environmental Laws; (J) to the 
extent required, notice to and the approval of, the Applicable PSCs; (K) the FCC Pre-Approvals; (L) such other items as disclosed in 
Section 3.02(d) of the Duke Disclosure Letter; and (M) compliance w i t l ~  and f i b s  under, antitrust or competition laws of any foreign jurisdiction, 
if required (the items set forth above in clauses (A) through (H) and (J) collectively, the ‘ ‘ W e  Required Statutory Approvals”), no Consents or 
action of, registration, declaration or filing with or notice to any 
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I emmental Authority is necessary or required to be obtained or made in connection with the execution and delivery of this Agreement by Duke, 
the performance by Duke of its obligations hereunder or the consummation of the Merger and the other transactions contemplated hereby, other 

http://www.sec.gov/Archives/edgar/data/l326160/0001193 1251 1107941/ds4a.htm[4/28/2011 850: 17 AM] 

http://www.sec.gov/Archives/edgar/data/l326160/0001193


Amendment No. 2 to Form S-4 

than such items tliat the failure to make or obtain, as tfie case may be, individually or in the aggregate, could not reasonably be expected to have a 
material adverse effect on Duke. 

(e) SEC Reports. Financial Statements and Utility Reports. 

(i) Duke and its subsidiaries have filed or furnished each form, report, schedule, registration statement, registration exemption, if 
applicable, definitive proxy statement and other document (together with all ame thereof and supplements thereto) required to be filed or 
furnished by Duke or any of its subsidiaries pursuant to the Securities Act or the 
documents have since the time of their filing been amended or supplemented, the “Duke SEC Reports”). As of their respective dates, after giving 
effect to any amendments or supplements thereto, tlie Duke SEC Reports (A) complied as to form in all material respects with the requirements of 
the Securities Act and the Exchange Act, if applicable, as the case may be, and, to the extent applicable, SOX and (B) did not contain any untrue 
statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make the statements therein, in light 
of the circumstances under which they were made, not misleading. 

ge Act with the SEC since January 1,2007 (as such 

(ii) Each of the principal executive officer of Duke and the principal financial officer of Duke (or each former principal executive 
officer of Duke and each former principal f i c i a l  officer of Duke, as applicable) has made all certifications required by Rule 13a- 14 or 1 5d-14 
under the Exchange Act or Sections 302 and 906 of SOX and the rules and regulations of the SEC promulgated thereunder with respect to the Duke 
SEC Reports. For purposes of the preceding sentence, “principal executive officer” and “principal financial officer” shall have .thie meanings given 
to such terms in SOX. Since January 1,2007, neither Duke nor any of its subsidiaries has arranged any outstanding “extensions of credit” to 
directors or executive officers within the meaning of Section 402 of SOX. 

(iii) The audited consolidated financial statements and unaudited interim consolidated financial statements (including, in each case, the 
notes, if any, thereto) included in the Duke SEC Reports (the “Duke Financial Statements”) complied as to form in all material respects with the 
published rules and regulations of the SEC with respect thereto in effect at the time of filing or furnishing the applicable Duke SEC Report, were 
prepared in accordance with GAAF’ applied on a consistent bask during the periods involved (except as may be indicated therein or in the notes 
thereto and except with respect to unaudited statements as permitted by Form 10-Q of the SEC) and fairly present (subject, in the case of the 
unaudited interim financial statements, to normal, r e c m c  year-end audit adjustments that were not or are not expected to be, individually or in 
the aggregate, materially adverse to Duke) the consolidated financial position of Duke and its consolidated subsidiaries as of the respective dates 
thereof and the consolidated results of their operations and cash flows for the respective periods then ended 

(iv) All fillngs (other than immaterial filings) required to be made by Duke or any of its subsidiaries since January 1,2007, under the 
7005 Act, the Power Act, the Atomic Energy Act, the Natural Gas Act, the Natural Gas Policy Act of 1978, tlie Communications Act of 1934 and 

umnnissions (including, to the extent required, NCLJC, PSCSC, PUCO, IURC and KPSC), as the case may be, including all forms, statements, 
reports, agreements (oral or written) and all documents, exhibits, amendments and supplements appertainu7g thereto, includmg all rates, tariffs, 
franchises, service agreements and related documents, and all such filings complied, as of their respective dates, with all applicable requirements of 
the applicable statute and the rules and regulations thereunder, except for filings the failure of which to make or the failure of which to make in 
compliance with all applicable requirements of the applicable statute and the rules and regulations thereunder, individually or in the aggregate, have 
not had and could not reasonably be expected to have a material adverse effect on Duke. 

licable state laws and regulations, have been filed with the SEC, the FERC, the DOE, theNRC, the FCC orany applicable state public utility 
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(v) Duke has designed and maintains a system of internal control over financial reporting (as defied in Rules 13a-l5(f) and 15d-15(f) 
of the Exchange Act) sufficient to provide reasonable assurances regarding the reliability of financial reporting. Duke (x) has designed and 
maintains disclosure controls and procedures (as defied in Rules 13a-l5(e) and 15d-l5(e) of the Exchange Act) to provide reasonable assurance 
that all information required to be disclosed by Duke in the reports that it files or submits under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms and is accumulated and communicated to Duke’s 
management as appropriate to allow timely decisions regarding required disclosure, and (y) has disclosed, based on its most recent evaluation of 
internal control over financial reporting, to Duke’s outside auditors and the audit committee of the Board of Directors of Duke (A) all sipficant 
deficiencies and material weaknesses in the design or operation of internal control over financial reporting wlich are reasonably likely to adversely 
affect Duke’s ability to record, process, summarize and report financial information and (Ej) any fraud, whether or not material, that involves 
management or other employees who have a significant role in Duke’s mternal control over financial reporting. Since December 31,2006, any 
material change in mternal control over f i c i a l  reporting required to be disclosed in any Duke SEC Report l m  been so disclosed 

(vi) Since December 31,2006, (x) neither Duke nor any of its subsidiaries nor, to the knowledge of the Executive Officers (for tlie 
3oses of this Section 3.02(e)(vi), as such term is defined in Section 3b-7 of the Exchange Act) of Duke, any director, officer, employee, auditor, 

;ountant or representative of Duke or any of its subsidiaries has received or othervise obtained knowledge of any material complaint, allegation, 
assertion or claim, whether written or oral, regarding the accounting or auditing practices, procedures, methodologies or methods of Duke or any of 
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its subsidiaries or their respective internal accountmg controls relating to periods after December 31, 2006, includmg any material complamt, 
allegation, assertion or claim that Duke or any of its subsidiaries has engaged in questionable accounting or auditing practices (except for any of 
the foregoing after the date hereof which have no reasonable basis), and (y) to the knowledge of the Executive Officers of Duke, no attorney 
representing Duke or any of its subsidiaries, whether or not employed by Duke or any of its subsidiaries, has reported evidence of a material 

;lation of securities laws, breach of fiduciary duty or similar violation, relating to periods after December 31,2006, by Duke or any of its 
rs, directors, employees or agents to the Board of Directors of Duke or any committee thereof or, to any director or Executive Officer of 

(f) Absence of Certain Charyes or Events. Since December 31,2009 through the date hereof, Duke and its subsidiaries have conducted their 
respective businesses in all material respects in the ordinary course of business in a consistent manner since such date and there has not been any 
change, event or development that, individually or in the aggregate, has had or could reasonably be expected to have a material adverse effect on 
Duke. 

(g) Absence of Undisclosed Liabilities. Except for matters reflected or reserved against in the consolidated balance sheet (or notes thereto) as 
of December 31,2009, included in the Duke Financial Statements, neither Duke nor any of its subsidiaries has any liabilities or obligations 
(whether absolute, accrued, contingent, fxed or otherwise, or whether due or to become due) of any nature that would be required by GAAP to be 
reflected on a consolidated balance sheet of Duke and its consolidated subsidiaries (includmg the notes thereto), except liabilities or obligations 
(i) that were incurred in the ordinary course of business consistent with past practice since December 31,2009, (ii) that were incurred in 
connection with the transactions contemplated by this Agreement and that are not material in the aggregate or (iii) that, individually or in the 
aggregate, have not had and could not reasonably be expected to have a material adverse effect on Duke. Neither Duke nor any of its subsidiaries is 
a party to, or has any commitment to become a party to, any joint venture, off-balance sheet partnership or any similar contract or arrangement 
(includmg any Contract relating to any transaction or relationship between or among Duke and any of its subsidiaries, onthe one hand, and any 
unconsolidated affiliate, including any structured finance, special purpose or limited purpose entity or person, on the other hand, or any “off- 
balance sheet arrangements” (as defied in Item 303(a) of Regulation S-K under the Exchange Act), where the result, purpose or effect of such 
contract or arrangement is to avoid disclosure of any material transaction involving, or material liabilities of, Duke or any of its subsidiaries, in the 
Duke Financial Statements or the Duke SEC Reports. 
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(h) Legal Proceedings. Except for Environmental Claims, which are the subject of Section 3.02(n), as of the date of this Agreement, (i) there 
are no actions, suits, arbitrations or proce 
knowledge of Duke are there any Governmental Authority investigations, inquiries or audits pending or threatened against, relating to or affecting, 
Duke or any of its subsidiaries or any of the Duke Joint Ventures or any of their respective assets and properties that, in each case, individually or 
in the aggregate, have had or could reasonably be expected to have a material adverse effect onDuke and (ii) neither Duke nor any of its 
subsidiaries or material assets is subject to any order of any Governmental Authority that, individually or in the aggregate, has had or could 
reasonably be expected to have a material adverse effect on Duke. 

s p e n d q  or, to the knowledge of Duke, threatened against, relating to or affecting, nor to the 

(i) Jnfmation Supplied. None of the information supplied or to be supplied by Duke for inclusion or incorporation by reference in (i) the 
Form S-4 will, at the time the Form S-4 is filed with the SEC, at any time it is amended or supplemented or at the time it becomes effective under 
the Securities Act, contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to 
make the statements therein not misleading, or (ii) the Joint Proxy Statement will, at the date it is fmt mailed to Progress’s shareholders or Duke’s 
shareholders or at the time of the Progress Shareholders Meeting or the Duke Shareholders Meeting, contain any untrue statement of a material fact 
or omit to state any material fact required to be stated therein or necessary in order to make the statements therein, in light of the circumstances 
under which they are made, not misleading. The Joint Proxy Statement (other than the portions thereof relating-solely to the Progress Shareholders 
Meeting) and the Form S-4 will comply as to form in all material respects with the requirements of the E x c h g e  Act and Securities Act, 
respectively, and the rules and regulations thereunder, except that no representation is made by Duke with respect to statements made or 
incorporated by reference therein based on information supplied by or on behalf of Progress for inclusion or incorporation by reference in the Joint 
Proxy Statement or the Form S-4. 

6) Permits: Compliance with Laws and Orders. Duke, its subsidiaries and the Duke Joint Ventures hold all Permits necessary for the lawful 
conduct of their respective businesses, except for failures to hold such Permits that, individually or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect on Duke. Duke, its subsidiaries and the Duke Joint Ventures are in compliance with the 
terms of their Permits, except failures so to comply that, individually or in the aggregate, have not had and could not reasonably be expected to 
have a material adverse effect on Duke. Duke, its subsidiaries and the Duke Joint Ventures are not, and since January 1,2008 have not been, in 
-:dation of or default under any law or order of any Governmental Authority, except for such violations or defaults that, individually or in the 

;egate, have not had and could not reasonably be expected to have a material adverse effect on Duke. Duke is, and since January 1,2008 has 
wen, in compliance in all material respects witli (i) SOX and (ii) the applicable listing standards and corporate governance rules and regulations of 
the NYSE. The above provisions of this Section 3.026) do not relate to matters with respect to taxes, such matters being the subject of 
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.02(k), Environmental Permits and Environmental Laws, such matters being tlie subject of Section 3.02(n), benefits plans, such matters 
subject of Section 3.02(1), and nuclear power plants, such matters being the subject of Section 3.02(0). 

(k) Taxes. 
(i) Ekcept as has not had, and could notreasonably be expected to have, a material adverse effect onDuke: 

be filed by it, and all such Tax Returns are true, complete and accurate. All Taxes shown to be due and owing on such Tax Returns 
have been timely paid. 

accordance with GAAP, an adequate reserve for all Taxes payable by Duke and its subsidiaries for all taxable periods through the date 
of such f m c i a l  statements. 

(A) Each of Duke and its subsidiaries has timely filed, or has caused to be timely filed on its behalf, all Tax Returns required to 

(B) The most recent f i c i a l  statements contained in the Duke SEC Reports filed prior to the date of this Agreement reflect, in 
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(C) There is no audit., examination, deficiency, refund ation, proposed adjustment or matter in controversy with respect to any 
Taxes or Tax Return of Duke or its subsidiaries, and, to the knowledge of Duke, neither Duke nor any of its subsidiaries has received 
written notice of any claim made by a governmental authority in a jurisdiction where Duke or any of its subsidiaries, as applic 
not file a Tax Return, that Duke or such subsidiary is or may be subject to income taxation by that jurisdiction No deficiency 
respect to any Taxes has been proposed, asserted or assessed against Duke or any of its subsidiaries, and no requests for waivers of the 
time to assess any Taxes are pending. 

the assessment of any Taxes or deficiencies against Duke or any of its subsidiaries, and no power of attorney granted by either Duke or 
any of its subsidiaries with respect to any Taxes is currently in force. 

(E) Neither Duke nor any of its subsidiaries is a party to any agreement providing for the allocation or sharing of Taxes imposed 
on or with respect to any individual or other person (other than (I) such agreements with customers, vendors, lessors or the like entered 
into in the orduiary course of business, and (11) agreements with or among Duke or any of its subsidiaries), and neither Duke nor any of 
its subsidiaries (A) has been a member of an affiliatedgroup (or similar state, local or foreign filing group) filing a consolidated U.S. 
federal income Tax Return (other than the group the common 
for the Taxes of any person (other than Duke or any of its sub 
provision of state, local or foreign law), or (II) as a transferee or successor. 

subsidiaries. 

(ii)Neither Duke nor any of its subsidiaries has taken or agreed to take any action or knows of any fact, agreement, plan or other 
circumstance that is reasonably likely to prevent or impede the Merger from qualifying as a reorganization under Section 368(a) of the Code. 

(D) There are no outstandmg written agreements, consents or waivers to extend the statutory period of limitations applicable to 

of which is Duke or a subsidiary of Duke) or (B) has any liability 
s) (I) under Treasury Regulation Section 1.1 502-6 (or any similar 

(F) There are no material Liens for Taxes (other than for current Taxes not yet due and payable) on the assets of Duke and its 

(1) Employee Benefit Plans: ERISA. 

(i) Except for such matters that, individually or in the aggregate, have not had and could not reasonably be expected to have a material 
adverse effect on Duke, (A) all Duke Employee Benefit Plans are in compliance with all applicable requirements of law, includmg ERISA and the 
Code, and (B) there does not now exist, nor do any circumstances exist that could result in, any Controlled Group Liability that would be a liability 
of Duke or any of its subsidiaries following the Closing. The only material employment agreements, severance agreements or severance policies 
applicable to Duke or any of its subsidiaries are the agreements and policies disclosed in Section 3.02(l)(i) of the Duke Disclosure Letter. 

(ii) As used herein, “puke Employee Benefit Plan” means any Plan entered into, established, maintained, sponsored, contributed to or 
required to be contributed to by Duke or any of its subsidiaries for the benefit of the current or former employees or directors of Duke or any of its 
subsidiaries and existing on the date of this Agreement or at any time subsequent thereto and, in the case of a Plan that is subject to Part 3 of Title I 
of ERISA, Section 41 2 of the Code or Title IV of ERISA, at any time during the five-year period precedmg the date of this Agreement with respect 
to which Duke or any of its subsidiaries has or could reasonably be expected to have any present or future actual or contingent liabilities. 

(Z) No event has occurred, and there exists no condition or set of circumstances in connection with any Duke Employee Benefit Plan, 
that has had or could reasonably be expected to have a material adverse effect on Duke. 

(iv) Section 3.02(l)(iv) of the Duke Disclosure Letter identifies each Duke Employee Benefit Plan that provides, upon the occurrence of 
a tihange in the ownership or effective control of Duke or its subsidiaries or a 

http://www.sec.gov/Archives/edgad&ta/1326160/00011931251110794l/ds4a.htm[4/28/2011 850: 17 AM] 

http://www.sec.gov/Archives/edgad&ta/1326160/00011931251110794l/ds4a.htm[4/28/2011


Amendment No. 2 to Form S-4 

A-28 

-7ble of Contents 

change in the ownership of all or a substantial portion of the assets of Duke or its subsidiaries, either alone or upon the occurrence of any additional 
or subsequent events and whether or not applicable to the transactions this Agreement, for (A) an acceleration of the time of 
payment of or vesting in, or an increase in tlie amount of, compensatio any current or former employee, director or officer of Duke 
or its subsidiaries, @) any forgiveness of indebtedness or obligation to fund compensation or benefits with respect to any such employee, director 
or officer, or (C) an entitlement of any such employee, director or officer to severance pay, unemployment compensation or any other payment or 
other benefit 

(v) Each Duke Employee Plan that is in any part a “nonqualified deferred Compensation plan” subject to Section 409A of the 
Code (A) materially complies and, at s after December 31,2008 has materially complied, botli in form and operation, with the requirements 
of Section 409A of the Code and the final regulations thereunder and @) between January 1,2005 and December 31,2008 was operated in material 
reasonable, good faith compliance with Section 409A of the Code, as determined under applicable guidance of the Treasury and tlie Internal 
Revenue Service. 

(m) Labor Matters. As of the date hereof, neither Duke nor any of its subsidiaries is a party to, bound by or in tlie process of negotiating any 
collective bargaining agreement or other labor agreement with any union or labor organization. As of tlie date of this Agreement, there are no 
disputes, grievances or arbitrations pending or, to the knowledge of Duke, threatened between Duke or any of its subsidiaries and any trade union 
or otlier representatives of its employees and there is no charge or complaint pending or threatened in writing against Duke or any of its subsidiaries 
before the NLRB or any similar Governmental Authority, except in each case as, individually or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect on Duke, and, to the knowledge of Duke, as of the date of tlis Agreement, there are no 
material organizational efforts presently being made involving any of the employees of Duke or any of its subsidiaries. From December 31,2007, 
to the date of tlis Agreement, there has been no work stoppage, strike, slowdown or lockout by or affecting employees of Duke or any of its 
subsidiaries and, to tlie knowledge of Duke, no such action has been threatened in writing, except in each case as, individually or in the aggregate, 
have not had and could not reasonably be expected to have a material adverse effect on Duke. Except as, individually or in the aggregate, has not 
had and could not reasonably be expected to have a material adverse effect on Duke: (A) there are no litigations, lawsuits, claims, cliarges, 
complaints, arbitrations, actions, investigations or proceedmgs pending or, to the knowledge of Duke, threatened between or involving Duke or any 

’ts subsidiaries and any of tlieir respective current or former employees, independent contractors, applicants for employment or classes of the 
;going; (B) Duke and its subsidiaries are in compliance with all applicable laws, orders, agreements, contracts and policies respecting 

employment and employment practices, including, without limitation, all legal requirements respecting terms and conditions of employment, equal 
opportunity, workplace health and safety, wages and hours, child labor, immigration, discrimination, disability rights or benefits, facility closures 
and layoffs, workers’ compensation, labor relations, employee leaves and unemployment insurance; and (C) since January 1,2007, neither Duke 
nor any of its subsidiaries has engaged in any “plant closing” or “mass layoff,” as defmed in the WARN Act, without complying with the notice 
requirements of such laws. 

(n) Environmental Matters. 

(i) Each of Duke, its subsidiaries and file Duke Joint Ventures since January 1,2008 has been and is in compliance with all applicable 
Environmental Laws, except where the failure to be in such compliance, individually or in the aggregate, has not had and could not reasonably be 
expected to have a material adverse effect onDuke. 

(ii) Each of Duke, its subsidiaries and the Duke Joint Ventures has obtained all Environmental Permits necessary for the construction of 
es and the conduct of their operations as of the date of tlis Agreement, as applicable, and all such Environmental Permits are validly 

issued, in full force and effect and fmal, and Duke, its subsidiaries and tlie Duke Joint Ventures are in compliance with all terms and conditions of 
the Environmental Permits, except where the failure to obtain such Environmental Permits, ofsuchPermits to be 
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in good stan* or, where applicable, of a renewal application to have been timely filed and be pen* or to be in such compliance, individually 
or in the aggregate, has not had and could not reasonably be expected to have a material adverse effect on Duke. 

(iii) There is no Environmental Claim pending 

(A) against Duke or any of its subsidiaries or any of the Duke Joint Ventures; 

@) to tlie knowledge of Duke, against any person or entity whose liability for such Environmental Claim has been retained or 

http://~.sec.gov/Archivesledgar/dala/ 1326 1 60/0 00 1 1 93 1 2 5 1 1 1 0794 1/&4a.htm[ 4/2 8/20 1 1 8 : 50 : 1 7 AM] 



Amendment No. 2 to Form S-4 

assumed either contractually or by operation of law by Duke or any of its subsidiaries or any of the Duke Joint Ventures; or 

owns, leases or manages, in whole or in pa& or, to 
except in the case of clause (A), (B) or (C) for such 
not reasonably be expected to have a material adverse effect onDuke. 

(iv) To the knowledge of Duke, there have not been any Releases of any Hazardous Material that would be reasonably likely to form 

(C) against any real or personal property or operations that Duke or any of its subsidiaries or any of the Duke Joint Ventures 
e of Duke, formerly owned, leased or arranged, in whole or in part, 
al Claims that, individually or in the aggregate, have not had and could 

the basis of any Environmental Claim against Duke or any of its subsidiaries or any of the Duke Joint Ventures, in each case, except for such 
Releases that, individually or in the aggregate, have not had and could not reasonably be expected to have a material adverse effect on Duke. 

(0) Operations of Nuclear Power Plants. The operations of the nuclear generation stations owned, in whole or p e  by Duke or its 
subsidiaries (collectively, the “Duke Nuclear Facilities”) are and have been conducted in compliance with all applicable laws and Permits, except 
for such failures to comply that, individually or in the aggregate, have not lad and could not reasonably be expected to have a material adverse 
effect on Duke. Each of the Duke Nuclear Facilities maintains, and is in material compliance with, emergency plans designed to respond to an 
unplanned Release therefrom of radioactive materials and each such plan conforms with the recpirements of applicable law in all material respects. 

for the decommissioning of each of the Duke Nuclear Facilities and for the storage of spent nuclear fuel conform with the requirements 
ble law in all material respects and, solely with respect to the portion of the Duke Nuclear Facilities owned, directly or indirectly, by 

Duke, are funded consistent with applicable law. Since December 31,2008, the operations of the Duke Nuclear Facilities have not been the subject 
of any notices of violation, any ongoing proceeding, NRC Diagnostic Team Inspections or requests for dormation from theNRC or any other 
agency with jurisdiction over such facility, except for such notices or requests for information that, individually or in the aggregate, have not had 
and could not reasonably be expected to have a material adverse effect on Duke. No Duke Nuclear Facility is listed by the NRC in the 
Unacceptable Performance column of the NRC Action Ma- as a part of NRCs Assessment of Licensee Performance. Liability insurance to the 
full extent required by law for operating the Duke ‘Nuclear Facilities remains in M l  force and effect regarding such facilities, except for failures to 
maintain such insurance in full force and effect that, individually or in the aggregate, have not lad and could not reasonably be expected to have a 
material adverse effect on Duke. 

(p) Vote Required. Assuming the accuracy of the representation and warranty contained in Section 3.01 (r), the affmative vote of the holders 
of record of at least a majority of the shares of Duke Common Stock (i) outstanding, with respect to an amendment to the Amended and Restated 
Certificate of Incorporation of Duke providing for the Duke Charter Amendment and (ii) voting thereon, provided that the total vote cast represents 
over fifty percent in interest of all securities entitledto vote on the proposal, with respect to the issuance of shares of Duke Common Stock in 
connection with the Merger as contemplated by this Agreement (the “Duke Share Issuance”) ((i) and (ii) collectively, the “Duke Shareholder 

>&), are the only votes of the holders of any class or series of the capital stock of Duke or its subsidiaries required to approve this 
~eement ,  the Merger and the other transactions contemplated hereby. 
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(9) Opinions of Financial Advisors. The Board of Directors of Duke has received the opinion of each of J.P. Morgan Securities LLC and 
Menill Lynch, Pierce, Fenner and Smith Incorporated, to the effect that, as of the date of such opinion and based on the assumptions, qualifications 
and limitations contained therein, the Exchange Ratio is fair, from a financial point of view, to Duke. 

(r) Ownership of Pr o _e ress Camtal Sto ck. Neither Duke nor any of its subsidiaries or other affiliates beneficially owns any shares of Progress 
capital stock. 

(s) Certain Statutes. No “fair price,” “merger moratorium,” “control share acquisition,” or other anti-takeover or similar statute or regulation 
applies or purports to apply to this Agreement, the Merger or the other transactions contemplated hereby. 

(t) Joint Venture Representations. Each representation or warranty made by Duke in this Section 3.02 relating to a Duke Joint Venture that is 
neither operated nor managed solely by Duke or a Duke subsidiary shall be deemed made only to the knowledge of Duke. 

(u) Insurance. Except for failures to maintain insurance or self-insurance that, individually or in the aggregate, have not had and could not 
reasonably be expected to have a material adverse effect on Duke, from January 1,2007, through the date of this Agreement, each of Duke and its 
subsidiaries has been continuously insured with fmancially responsible insurers or has self-insured, in each case in such amounts and with respect 
to such risks and losses as are customary for companies in the United States conducting the business conducted by Duke and its subsidiaries during 
such time period Neither Duke nor any of its subsidiaries has received any notice of any pending or threatened cancellation, termination or 
premium increase with respect to any insurance policy of Duke or any of its subsidiaries, except with respect to any cancellation, termination or 

iium increase that, individually or in the aggregate, has not had and could not reasonably be expected to have a material adverse effect on 
xe. 
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(v) Energy Price Ris 
policy approved by Duke’ 
with such energy price risk parameters. Duke has provided the Duke Risk Management Guidelines to Progress prior to the date of this Agreement. 
Duke is in compliance in all material respects with the Duke Risk Management Guidelines. 

ement Duke has established risk parameters, limits and guidelines in compliance witli the risk management 
f Directors (the “Duke Risk Management Guidelines”) and monitors compliance by Duke and its subsidiaries 

(w) Duke Material Contracts. 

(i) For purposes of this Agreement, the term “ m e  Material Contract” shall mean any Contract to which Duke or any of its 
subsidiaries is a party or bound as of the date hereof: 

(A) that is a “material contract” (as such term is defied in Item 601 @)(lo) of Regulation S-K of the SEC); 

(B) that (1) purports to limit in any material respect either the type of business in which Duke or its subsidiaries (including, after 
the Effective Time, Progress or its subsidiaries) or any of m e r  or geographic area in 
which any of them may so engage in any business, (2) w sets or line of business of Duke 
or its subsidiaries (includmg, after the Effective Time, Progress or its subsidiaries) or any of their respective affdiates as a result of the 
consummation of the transactions contemplated by this Agreement, (3) is a material Contract that grants “most favored nation” status 
that, following the Effective Time, would impose obligations upon Duke or its subsidiaries, includmg Progress and its subsidiaries, or 
(4) prohibits or limits, in any material respect, the right of Duke or any of its subsidiaries (includmg, after the Effective Time, Progress 
or its subsidiarie e, sell or distribute any products or services or use, transfer, license or enforce any of their respective 

; or 
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(C) that (1) has an aggregate principal amount, or provides for an aggregate obligation, in excess of $200,000,000 (I) evidencing 
indebtedness for borrowed money of Duke or any of its subsidiaries to any third party, @) guaranteeing any such indebtedness of a 
third party or (III) containing a covenant restricting the payment of dividends, or (2) has the economic effect of any of the items set 
forth in subclause (1) above. 

(ii) Neither Duke nor any subsidiary ofDuke is in breach of or default under the terms of any Duke Material Contract and no event has 
,wed that (with or without notice or lapse of time or both) could result in a breach or default under any Duke Material Contract where such 

breach or default could reasonably be expected to have, individdy or in the aggregate, a material adverse effect on Duke. To the knowledge of 
Duke, no other party to any Duke Material Contract is in breach of or default under the terms of any Duke Material Contract where such breach or 
default l m  had, or could reasonably be expected to have, individually or in the aggregate, a material adverse effect on Duke. Except as could not 
reasonably be expected to have, individually or in the aggregate, a material adverse effect on Duke, each Duke Material Contract is a valid and 
binding obligation of Duke or the subsidiary of Duke which is party thereto and, to the knowledge of Duke, of each other party thereto, and is in 
full force and effect, except that such enforcement may be subject to applicable bankruptcy, insolvency, reorganization, moratorium or other 
similar laws, now or hereafter in effect, relating to creditors’ rights generally and to general equitable principles. 

(x) Anti-Bribery Laws 

(i) To the knowledge of Duke, Duke and its subsidiaries are, and since January 1,2008 have been, in compliance in all material 
respects with the Anti-Bribery Laws in jurisdictions in which Duke and its subsidiaries have operated or currently operate. Since January 1,2008, 
neither Duke nor any of its subsidiaries has received any communication from any Governmental Authority or any written communication from 
any third party that alleges that Duke, any of its subsidiaries or any employee or agent thereof is in material violation of any Anti-Bribery Laws, 
and no such potential or actual material violation or liability h a s  been discovered 

(ii) Without limiting the other provisions of this Section 3.02(x), since January 1,2008, none of Duke or its subsidiaries nor, to the 
knowledge of Duke, any of their respective current or former directors, officers, principals, employees, managers, sales persons, consultants or 
other agents or representatives, distributors, contractors, joint venturers or any other person acting on any of their behalf, has, directly or indirectly, 
made or offered or solicited or accepted any contribution, gift, gratuity, entertainment, bribe, rebate, payoff, influence payment, kickback or other 
payment or anything else of value to or from any person, private or public (including customers, potential customers, political parties, elected 
officials and candidates), whether in money, property, services or any other form, to influence any act of such person in such person’s official 
capacity, inducing such person to do or omit to do any act in violation of the lawful official duty of such person or securing an improper advantage 
or to induce such person to use such person’s d u e n c e  to obtain or retain business for Duke or its subsidiaries or otherwise to confer any benefit 
to Duke or its subsidiaries in violation in any material respect of any Anti-Bribery Laws. 

(iii) Since January 1,2006, neither Duke nor any of its subsidiaries has made any disclosure (voluntary or otherwise) to any 
buvernmental Authority with respect to any alleged material irregularity, material misstatement or material omission or other potential material 
violation or liability arising under or relating to any Anti-Bribery Law. 
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ARTICLE Iv 

COVENANTS 

Section 4.01 Covenants of Progess. From and after the date of this Agreement until the Effective Time, Progress covenants and agrees as to 
itself and its subsidiaries that (except as expressly contemplated or permitted by tlh Agreement, as set forth in Section 4.01 of the Progress 
Disclosure Letter, for transactions (other than those set forth in Section 4.01(d) to the extent relating to the capital stock of Progress) solely 
involving Progress and one or more of its direct or in 
subsidiaries of Progress, as required by law, or to that Duke shall otherwise previously consent in writing, such consent not to be 
unreasonably withheld or delayed): 

business consistent with past practice. Without limitmg tlie generality of tlie foregoing, Progress and its subsidiaries shall use commercially 
reasonable efforts to preserve intact in all material respects their present business organizations, to maintain in effect all existing Permits and to 
timely submit renewal applications (as applicable), subject to prudent management of workforce and business needs, to keep available the services 
of their key officers and employees, to maintain their assets and properties in good workmg order and condition, ordinary wear and tear excepted, 
to preserve their relationships with Governmental Authorities, customers and suppliers and others having sigm.fkant business dealings witli them 
and to comply in all material respects with all laws, orders and Permits of all Governmental Authorities applicable to them. 

wholly-owned subsidiaries or between two or more direct or indirect wholly-owned 

(a) Ordinary Course. Progress and each of its subsidiaries shall conduct their businesses in all material respects in the ordinary course of 

(b) Charter Documents. Progress shall not amend or propose to amend its articles of incorporation or, other than in a manner that would not 
materially restrict the operation of its or their businesses, its by-laws or its subsidiaries’ articles of incorporation or by-laws (or other comparable 
organizational documents). 

(c) Dividends. Progress shall not, nor shall it permit any of its subsidiaries to, 

(i) declare, set aside or pay any dividends on or make other distributions in respect of any of its capital stock or share capital, except: 

(A) that subject to Section 4.06 of this Agreemenf Progress may continue the declaration and payment of regular quarterly cash 
dividends on Progress Common Stock, not to exceed $0.62 per share for each quarterly dividend, with usual record and payment dates 
for such dividends in accordance with past dividend practice, and 

(B) for the declaration and payment of dividends by a direct or indirect wholly-owned subsidiary of Progress solely to its parenf 
or by a direct or indirect partially owned subsidiary of Progress (provided, that Progress or a Progress subsidiary receives or is to 
receive its proportionate share of such dividend or distribution), and 

(C) for the declaration and payment of regular cash dividends with respect to preferred stock of Progress’s subsidiaries 
outstan- as of the date of this Agreement or permitted to be issued under the terms of this Agreement, and 

(D) for the declaration and payment of dividends necessary to comply with Section 4.06, 

(ii) split, combine, reclasslfy or take similar action with respect to any of its capital stock or share capital or issue or authorize or 
propose the issuance of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or comprised in its share capital, 

(ai) adopt a plan of complete or partial liquidation or resolutions providing for or authorizing such liquidation or a dissolution, merger, 
consolidation, restructuring, recapitalization or other reorganization, or 
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(iv) except as disclosed in Section 4.01 (c)(iv) of the Progress Disclosure Letter, directly or indirectly redeem, repurchase or otherwise 
acquire any shares of its capital stock or any Option with respect thereto except: 

(A) in connection with intercompany purchases of capital stock or share capital, or 

(B) for the purpose of h d i n g  the Progress Employee Stock Option Plans or employee stock ownership or dividend reinvestment 

(C) mandatory repurchases or redemptions of preferred stock ofprogress or its subsidiaries in accordance with the terms thereof. 

and stock purchase plans, or 
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(d) Share Issuances. Progress shall not, nor shall it permit any of its subsidiaries to, issue, deliver or sell, or authorize or propose the issuance, 
delivery or sale of, any shares of its capital stock or any Option with respect thereto (other than (i) the issuance of Progress Common Stock upon 
the exercise of Progress Employee Stock Options outstmdmg as of the date hereof or issued after the date hereof in accordance with the terms of 
*“.is Agreement in accordance with their terms, (ii) the issuance of Progress Common Stock in respect of Progress Restricted Stock, Progress 

under the Progress Employee Stock Option Plans (“Other Progress Ea-uity Awards”) outstandmg as of the date hereof or issued after the date 
hereof in accordance with the terms of this Agreement in accordance with their terms, (iii) the issuance of Progress Res 
Performance Shares and the grant of Progress Restricted Stock Units and Other Progress Equity Awards in accordance with their terms providing, 
in aggregate, up to an additional 2,000,000 slmres of Progress Common Stock in any 12-month period following the date hereof, in amounts, at 
times and on terms and conditions in the ordinary course of business consistent with past practice, with Progress Performance Shares counted 
assuming the achievement of maximum performance level for the purposes of determining how many shares were granted during any such 12- 
month period; provided, however, &at any Progress Restricted Stock, Progress Restricted Stock Units, Progress Performance Shares and Other 
Progress Equity Awards granted after the date of this Agreement shall be granted on terms pursuant to which such Progress Restricted Stock, 
Progress Restricted Stock Units, Progress Performance Shares and Other Progress Equity Awards shall not vest on the Effective Time or otherwise 
in connection with the occurrence of the transactions contemplated hereby and thak notwithstandmg any plan, program or arrangement to the 
contrary, and except as provided in Section 4.01 (d)(iii) of the Progress Disclosure Letter, any definition of “good reason’’ or any similar concept of 
constructive termination relating to such awards shall be as defied in Section 4.0l(d)(iii) of the Progress Disclosure Letter and the terms and 
conditions of each grant of Progress Performance Shares shall be consistent with the treatment set forth in Section 5.06(a)(iii), (iv) the pro rata 
issuance by a subsidiary of its capital stock to its shareholders, and (v) the issuance of shares of Progress Common Stock in connection with any 
employee benefit plan intended to satisfy the requirements of Section 401 (a) of the Code in the or* course of business consistent with past 
practice), or modify or amend any right of any holder of outstanding shares of its capital stock or any Option witli respect thereto other than to give 
effect to Section 5.06. 

stricted Stock Units, Progress Performance Shares and other equity compensation awards, excludmg Progress Employee Stock Options, granted 

(e) Acouisitions: Canital Emenditures. Except for (x) acquisitions of, or capital expenditures relating to, the entities, assets and facilities 
identified in Section 4.01 (e) of tlie Progress Disclosure Letter, (y) expenditures of amounts set forth in Progress’s capital expenditure plan included 
in Section 4.01 (e) of the Progress Disclosure L and (z) capital expenditures (1) required by law or Governmental Authorities or (2) incurred in 
connection with the repair or replacement of es destroyed or damaged due to casualty or accident (whether or not covered by insurance), 
Progress shall no$ nor shall it permit any of its subsidiaries to, make any capital expenditures, or acquire or agree to acquire (whether by merger, 
consolidation, purchase or otherwise) any person or assets, if (A) in the case of any acquisition or acquisitions or series of related acquisitions of 
any set or property located within the United States, the expected gross expenditures and commitments pursuant to all such acquisitions 
‘. ..c amount of any indebtedness and amounts received for negative trading positions assumed) exceeds or may exceed, in the aggregate, 

expenditure constitutes any line of business that is not conducted by Progress, its subsidiaries or the Progress Joint Ventures 
0,000,000, (B) any such acquisition is of-persons, properties or assets located outside of the United States, (C) any such acquisition or capital 
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as of the date of this Agreement, or (D) any such acquisition or capital expenditure is reasonably likely, individually or in the aggregate, to 
materially delay the satisfaction of the conditions set forth in Section 6.02(d) or Section 6.03(d) or prevent the satisfaction of such conditions 

( f )  Dispositions. Except for (x) dispositions set forth in Section 4.01(f) of the Progress Disclosure Letter, (y) dispositions of obsolete 
equipment or assets or dispositions of assets being replaced, in each case in the or- course of business consistent with past practice, and 
(z) dispositions by Progress or its subsidiaries of its assets in accordance with the terms of restructuring and divestiture plans mandated or approved 
by applicable local or state regulatory agencies, Progress shall not, nor shall it permit any of its subsidiaries to, sell, lease, grant any security 
interest in or otherwise dispose of or encumber any of its assets or properties if the aggregate value of all such dispositions exceeds or may exceed, 
in the aggregate, $150,000,000. For the purposes of this Section 4.0l(f), the value of any disposition or series of related dispositions shall mean the 
greater of (i) the book value or (ii) tlie sales price, in each case of the person, asset or property which is the subject of such disposition mid, in each 
case, together with the indebtedness and amounts paid for negative energy price risk management positions transferred by Progress or its 
subsidiaries in Connection with such disposition. 

(8) Indebtedness. Except as disclosed in Section 4.01 (g) of the Progress Disclosure Letter, Progress shall not, nor shall it permit any of its 
subsidiaries to, (A) incur or guarantee any indebtedness or enter into any “keep well” or other agreement to maintain any financial condition of 
another person or enter into any arrangement having the economic effect of any of the foregoing (includmg any capital leases, “synthetic” leases or 
conditional sale or other title retention agreements) other than (i) short-term indebtedness incurred in the ordinary course of business, (ii) letters of 
credit obtained in the o r k  course of business, (iii) borrowings under Progress’s or its subsidiaries’ existing credit facilities (or replacement 

‘ities permitted by this Section 4.01 (g)) but only to the extent the commercial paper market is unavailable to Progress upon reasonable terms 
- conditions, as to which borrowings Progress agrees to no@ Duke promptly following the consummation thereof, (iv) indebtedness incurred 
in connection with the refundmg or r e h c i n g  of existing indebtedness (x) at maturity or upon final mandatory redemption (without the need for 
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the occurrence of any special event) or Cy) at a lower cost of h d s ,  (v) indebtedness incurred to fiance acquisitions permitted pursuant to 
Section 4.01(e) or indebtedness assumed pursuant thereto, (vi) other indebtedness in an aggregate principal amount not to exceed $ZO,OOO,OOO 
outstandmg at any time, (vii) guarantees or other credit support issued pursuant to energy price risk management or marketing positions established 
prior to the date of this Agreemen< (viii) in addition to the guarantees or other credit support contemplated by subsection (A)(vii) of this 

:tion 4.01(g), additionalguarantees or other credit support issued in connection with energy price risk management or marketing activities in the 
Jinary course of business and (ix 

S of Progress, to Progress 
C with past practice, (ii) to 
Progress or (iii) as required pursuant to any obligation in effect as of the date of this Agreement. 

ct or indirect wholly-owned subsi 
ances to any other person, other than 
owned subsidiary of Progress, or, in diary of Progress, to 

. .  (h) M ~ k e h ~  of En erw: Enervv ...- Pn ce Risk Manag -ernen$. Progress shall not, nor shall it permit any of its subsidiaries to, (i) permit any 

ction 4.01 (e) or (ii) enter 
and derivatives thereo 

material change in policies governing or otherwise re1 
acquisitions or capital expenditures permitted pursu 
futures and options transactions, over-the-counter 
Progress Risk Management Guidelines. 

energy price risk management or marketing of energy other than as a result of 
physical commodity transactions, exchange-traded 
ar transactions other than as permitted by the 

(i) Emplovee Benefits. Except as required by law, or the terms of any collective bargaining agreement or any Progress Employee Benefit 
Plan, or as disclosed in Section 4.01 (i) of the Progress Disclosure Letter or as otherwise expressly permitted by this Agreement, Progress shall not, 
nor shall it permit any of its subsidiaries to, enter into, adopt, amend or terminate any Progress Employee Benefit Plan, or other agreement 
arrangement, plan or policy between Progress or one of its subsidiaries and one or more of its directors, officers or employees (other than any 
amendment that is immaterial or administrative in nature), or, except for normal increases in the ordinary course of business consistent with past 
practice, increase in any manner the compensation or fringe 
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benefits of any director, executive officer or otlier employee, or, except for normal payments in the ordinary course of business consistent with past 
practice, and the award of annual bonuses on terms and conditions that are consistent with Section 5.07(g), pay any benefit not required by any plan 

. arrangement in effect as of the date of this Agreement; provided, however, that the foregoing shall not restrict Progress or its subsidiaries from 
mtering into or making available to newly hired officers and employees or to officers and employees in the context of promotions based on job 

performance or workplace requirements in the ordinary course of business consistent with past practice, plans, agreements, benefits and 
compensation arrangements (including incentive grants) that have, consistent with past practice, been made available to newly hired or promoted 
officers and employees, (ii) entering into severance agreements with, or adopting severance plans in the orchary come of business consistent with 
past practice for, employees who are not executive officers in connection with terminations of employment of such employees, or (iii) entering into 
or amending collective bargaining agreements with existmg collective bargaining representatives or newly cert&ed bargaining units regarding 
mandatory subjects of bargaining under applicable law, in each case in a manner consistent with past practice to the extent permitted by law. 

(j) ZIntentionally Reservedl 

(k) Accounting. Progress shall not, nor shall it permit any of its subsidiaries to, make any changes in its accounting methods materially 
affecting the reported consolidated assets, liabilities or results of operations of Progress, except as required by law or GAAP. 

(1) Insurance. Progress shall, and shall cause its subsidiaries to, maintain with financially responsible insurance companies (or through self- 
insurance, consistent with past practice) insurance in such amounts: and against such risks and losses as are customary for companies engaged in 
their respective businesses, to the extent available on commercially reasonable terms. 

(m) Taxes. Except as could not reasonably be expected to have a material adverse effect on Progress, Progress shall not, nor shall it permit 
any of its subsidiaries to, (i) settle any claim, action or proceedmg relating to Taxes or (ii) make any Tax election (this clause (m) being the sole 
provision of this Section4.01 governing Tax matters). 

(n) Release of Claims. Except as disclosed in Section 4.01 (n) of the Progress Disclosure Letter and except with respect to any settlements or 
agreements with or before any Governmental Authorities in the ordinary course of business, Progress s l d l  not, and shall not permit any of its 
subsidiaries to, waive, release, assign, settle or compromise any claim, action or proceedmg against Progress or any of its subsidiaries, other than 
waivers, releases, assignments, settlements or compromises that (x) with respect to the payment of monetary damages, involve only the payment of 
monetary damages (A) equal to or less than the amounts specifically reserved with respect thereto on the balance sheet as of December 31,2009 
included in the Progress SEC Documents or (B) that do not exceed $1 5,000,000 individually or $50,000,000 in the aggregate during any 

Tsecutive twelve-month period, and (y) with respect to any non-monetary terms and conditions thereh impose or require actions that would not 
onably be expected individually or in the aggregate to have a material adverse effect on Progress. 

(0) Contracts. Except as permitted by Section 4.01(i), Progress shall not, nor shall it permit any of its subsidiaries to, (i) enter into any 
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Contract that would materially restrict, after the Effective Time, Duke and its subsidiaries (including llie Surviving Corporation and its subsidiaries) 
with respect to engaging or competing in any line of business or in any geographic area or (ii) other than in the or- come of business, waive, 
release, or assign any material rights or claims under, or materially mod@ or terminate any Contract that is material to Progress and its 
subsidiaries, taken as a whole, (A) in any manner that is materially adverse to Progress or (E) which would prevent or materially delay the 

u;ummation of the Merger and the other transactions contemplated by this Agreement, it being understood and agreed that the restriction on 
Aterial modifications and terminations in clause (ii)(A) shall not apply with respect to any Contract permitted to be entered into under clause (e), 

(f), (g), (h) or (n) of this Section 4.01. 
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Section 4.02 Covenants of Duke. From and after the date of this Agreement until the Effective Time, Duke covenants and agrees as to itself 
and its subsidiaries tlmt (except as expressly contemplated or permitted by this Agreement, as set forth in Section 4.02 of the Duke Disclosure 
Letter, for transactions (other than those set forth in Section 4.02(d) to the extent relating to the capital stock of Duke) solely involving Duke and 
one or more of its direct or indirect wholly-owned subsidiaries or between two or more direct or indirect wholly-owned subsidiaries of Duke, as 
required by law, or to tlie exqent that Progress shall otherwise previously consent hi writing, such consent not to be unreasonably withheld or 
delayed): 

(a) O r d i n q  Course. Duke es shall conduct their businesses in all material respects in the or- course of 
business consistent with past pia e generality of the foregoing, Duke and its subsidiaries shall use commercially reasonable 
efforts to preserve intact in all material respects their present business organizations, to maintain in effect all existing Permits and to timely submit 
renewal applications (as applicable), subject to prudent management of workforce and business needs, to keep available the services of their key 
officers and employees, to maintain their assets and properties in good working order and condition, ordinary wear and tear excepted, to preserve 
their relationships with Governmental Authorities, customers and suppliers and others having significant business dealings with them and to 
comply in all material respects witli all laws, orders and Permits of all Governmental Authorities applicable to them. 

(b) Charter Documents. Duke shall not amend or propose to amend its certificate of incorporation other than in connection with the Duke 
Charter Amendment or, other than in a manner that would not materially restrict the operation of its or their businesses, its by-laws or its 

hsidiaries’ ceicificates of incorporation or by-laws (or other comparable organizational documents). 

(e) Dividends. Duke shall not nor shall it permit any of its subsidiaries to, 

(i) declare, set aside or pay any dividends on or make other distributions in respect of any of its capital stock or share capital, except: 

(A) that, subject to Section 4.06 of this Agreement, Duke may continue the dec 
dividends onDuke Common Stock not to exceed $0.245 per share for each guarterly 
such dividends in accordance with past dividend practice; provided, that Duke may increase its regular quarterly cash dividend to an 
amount not to exceed $0.25 commencing with the regular quarterly dividend that would be payable in 201 1 with respect to the second 
quarter of 201 1 (corresponding to tlie dividend paid on September 16,201 0) and to an amount not to exceed $0.255 commencing with 
the regular quarterly dividend that would be payable in 2012 with respect to the second quarter of 201 2 (it being Duke’s intention prior 
to the Effective Time to declare and pay those dividends permitted by this Section 4.02(c)(i)(A) if and to the extent there are funds 
legally available therefor and such dividends may otherwise lawfully be declared and paid), and 

by a direct or indirect partially owned subsidiary of Duke (provided, that Duke or a Duke subsidiary receives or is to receive its 
proportionate share of such dividend or distribution), and 

and payment of regular quarterly cash 
with usual record and payment dates for 

@) for the declaration and payment of dividends by a direct or indirect wholly-owned subsidiary of Duke solely to its parent, or 

(C) for the declaration and payment of dividends necessary to comply with Section 4 06, 

(ii) split, combine, reclasslfy or take similar action with respect to any of its capital stock or slme capital or issue or authorize or 
propose the issuance of any other securities in respect of, in lieu of or in substitution for shares of its capital stock or comprised in its share capital, 

(iii) adopt a plan of complete or partial liquidation or resolutions providing for or authorizing such liquidation or a dissolution, merger, 
consolidation, restructuring, recapitalization or other reorganization, 
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(iv) except as disclosed in Section 4.02(c)(iv) of the Duke Disclosure Letter directly or indirectly redeem, repurchase or otherwise 
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acquire any shares of its capital stock or any Option with respect thereto except: 

(A) in connection with intercompany purchases of capital stock or share capital, or 

(B) for the purpose of funding the Duke Employee Stock Option Plan or employee stock ownership or dividend reinvestment and 
stock purchase plans, or 

(v) bind Duke to any restriction not in existence on the date hereof on the payment by Duke of dividends and distributions on Duke 
Common Stock. 

(d) Share Issuances. Duke shall not, nor shall it permil any of its subsidiaries to, issue, deliver or sell, or authorize or propose the issuance, 
delivey or sale of, any shares of its capital stock or any Option with respect thereto (other than (i) the issuance of Duke Common Stock upon the 
exercise of Duke Employee Stock Options outstandmg as of the date hereof or issued after the date hereof in accordance with the terms of this 
Agreement in accordance with their terms, (ii) the issuance of Duke Common Stock in respect of Duke Phantom Stock Units, Duke Performance 
Shares and other equity compensation awards, excludmg Duke Employee Stock Options, granted under the Duke Employee Stock Option Plans 
(“Other Duke Equity Awards”) outstandmg as of the date hereof or issued after the date hereof in accordance with the terms of this Agreement in 
accordance with their terms, (iii) the issuance of Dulce Employee Stock Options, Duke Performance Shares and the grant of Duke Phantom Stock 
Units and Other Duke Equity Awards in accordance will1 their terms providing, in aggregate, up to an additional 6,000,000 shares of Duke 
Common Stock in any 12-month period following the date hereof, in amounts, at times and on terms and conditions in the or- course of 
business consistent with past practice, with each Duke Employee Stock Option counting as 114 of a slme of Duke Common Stock and Duke 
Performance Shares counted assuming the achievement of maximum performance level, in each case for the purposes of determining how many 
shares were granted during any such 12-month period; provided, however, tlmt any Duke Employee Stock Options, Duke Phantom Stock Units, 
Duke Performance Shares and Other Duke Equity Awards granted after the date of this Agreement shall be granted on terms pursuant to which 
such Duke Employee Stock Options, Duke Phantom Stock Units, Duke Performance Shares and Other Duke Equity Awards shall not vest on the 
Effective Time or otherwise in connection with the occurrence of the transactions contemplated hereby and that, notwithstanding any plan, 
program or arrangement to the contrary, any d e f ~ t i o n  of “good reason” or any similar concept of constructive terminationrelating to such awards 
shall be as defined in Section 4.02(d)(iii) of tlie Duke Disclosure Letter, (iv) the pro tutu issuance by a subsidiary of its capital stock to its 
shareholders and (v) the issuance of shares of Duke Common Stock in connection with any employee benefit plan intended to satisfy the 
requirements of Section 401 (a) of the Code in the ordmiry c o m e  of business consistent with past practice), or modify or amend any right of any 
holder of outstanding shares of its capital stock or any Option with respect thereto other tlm to give effect to Section 5.06. 

. . .  (e) Acqwibons: Canital Exp enditures. Except for (x) acquisitions of, or capital expenditures relating to, the entities, assets and facilities 
. ’sntified in Section 4.02(e) of the Duke Disclosure Letter, (y) expenditures of mounts set forth in Duke’s capital expenditure plan included in 

tion 4.02(e) of the Duke Disclosure Letter, and (z) capital espenditures (1) required by law or Governmental Authorities or (2) mcurred in 
connection with the repair or replacement of facilities destroyed or damaged due to casualty or accident (whether or not covered by insurance), 
Duke shall not, nor shall it permit any of its subsidiaries to, make any capital expenditures, or acquire or agree to acquire (whether by merger, 
coixolidation, purchase or otherwise) any person or assets, if (A) the expected gross expenditures and commitments pursuant thereto (includmg the 
amount of any indebtedness and amounts received for negative energy price risk management positions assumed) exceeds or may exceed 
$300,000,000 (no more than $150,000,000 of which may be for any acquisition or series of related acquisitions of any person, asset or property 
located outside of the United States), (B) any such acquisition or capital expenditure constitutes any line of business that is not conducted by Duke, 
its subsidiaries or the Duke Joint Ventures as of the date of this Agreement or extends any line of business of Duke, its subsidiaries or the Duke 
Joint Ventures into any geographic region outside of the continental United States or Canada in which Duke, its subsidiaries or the Duke Joint 
Ventures do not conduct business as of the date of this Agreement, or 
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(C) any such acquisition or capital expenditure is reasonably likely, individually or in the aggregate, to materially delay the satisfaction of the 
conditions set forth in Section 6.02(d) or Section 6.03(d) or prevent the satisfaction of such conditions. 

(f) Pisaositions. Except for (x) dispositions set forth in Section 4.02(f) of the Duke Disclosure Letter, (y) dispositions of obsolete equipment 
or asseb or dispositions of assets being replaced, in each case in the ordinary course of business consistent with past practice, and (z) dispositions 
by Duke or its subsidiaries of its assets in accordance with the terms of restructuring and divestiture plans mandated or approved by applicable 
local or state regulatory agencies, Duke shall not, nor slmll it permit any of its subsidiaries to, sell, lease, grant any security interest in or otherwise 
dispose of or encumber any of its assets or properties if (A) the aggregate value of all such dispositions exceeds or may exceed $300,000,000 (no 
more than $150,000,000 of which may be for any disposition or series of related dispositions of any person, asset or property located outside the 
Thited States). For the purposes of &s Section 4.02(f), the value of any disposition or series of related dispositions shall mean the greater of (i) the 

k value or (ii) the sales price, in each case of the person, asset or property which is the subject of such disposition and, in each case, together 
~ l t h  the indebtedness and amounts paid for negative energy price risk management positions transferred by Duke or its subsidiaries in connection 
with such disposition. 
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(g) Indebtedness. Except as disclosed in Section 4.02(g) of the Duke Disclosure Letter, Duke shall not, nor shall it permit any of its 
subsidiaries to, (A) incur or guarantee any indebtedness or enter into any “keep well” or other agreement to maintain any financial condition of 
another person or enter into any arrangement having the economic effect of any of the foregoing (including any capital leases, “synthetic” leases or 

d in the ordinary course of business, (ii) letters of 
s’ existing credit facilities (or replacement 

nal sale or other title retention agreements) other than (i) short-term indebtedness 
dit obtained in tlie or- course of business, (iii) borrowings under Duke’s or its sub 

iacilities permitted by this Section 4.02(g)) but only to the extent the commercial paper market is unavailable to Duke upon reasonable terms and 
conditions, and as to which borrowings Duke agrees to notify Progress promptly following the consummation thereof, (iv) indebtedness incurred 
in connection with the refundmg or refmcing of existing indebtedness (x) at maturity or upon final mandatory redemption (without the need for 

ce of any special event) or (y) at a lower cost of funds, (v) inde 
(e) or indebtedness assumed pursuant thereto, (vi) other indebte 

incurred to finance acquisitions permitted pursuant to 
an aggregate principal amount not to exceed $500,000,000 

outstanding at any h e ,  (vii) guarantees or other credit support issued pursuant to energy price risk management or marketing positions established 
prior to the date of this Agreement, (viii) in addition to the guarantees or other credit support contemplated by subsection (A)(vii) of this 
Section 4.02(g), additional guarantees or other credit support issued in connection with energy price risk management or marketing activities in the 
ordinary course of business and (ix) indebtedness owed to any direct or indirect wholly-owned subsidiary of Duke, or, in the case of a subsidiary 
of Duke, to Duke or (B) make any loans or advances to any other person, other than (i) in the ordinary come of business consistent with past 
practice, (ii) to any direct or indirect wholly-owned subsidiary of Duke, or, in the case of a subsidiary of Duke, to Duke or (iii) as required 
pursuant to any obligation in effect as of the date of this Agreement 

(11) Marketing of Enerpv: Energy Price Risk Management. Except as disclosed in Section 4.0201) of the Duke Disclosure Letter, Duke shall 
not, nor shall it permit any of its subsidiaries to, (i) permit any material change in policies governing or otherwise relating to energy price risk 
management or marketing of energy other than as a result of acquisitions or capital expenditures permitted pursuant to Section 4.02(e) or (ii) enter 

cal commodity transactions, exchange-traded futures and options transactions, over-the-counter transactions and derivatives thereof 
actions other than as permitted by the Duke Risk Management Guidelines. 

(i) Employee Benefits. Except as required by law, or the terms of any collective bargaining agreement or any Duke Employee Benefit Plan, 
or as disclosed in Section 4.02(i) of the Duke Disclosure Letter or as otherwise expressly permitted by this Agreement, Duke shall not, nor shall it 
permit any of its subsidiaries to, enter into, adopt, amend or terminate any Duke Employee Benefit Plan, or other agreement, arrangement, plan or 
policy between Duke or one of its subsidiaries and one or more of its directors, officers or employees (other than any 
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amendment that is h a t e r i a l  or administrative in nature), or, except for normal increases in the ordinary course of business consistent with past 
practice, increase in any manner the compensation or fringe benefits of any director, executive officer or other employee, or, except for normal 
payments in the ordinary course of business consistent with past practice, and the award of annual bonuses onthe terms and conditions set forth in 
Section 4.02(i) of the Duke Disclosure Letter, pay any benefit not required by any plan or arrangement in effect as of the date of this Agreement; 
provided. however, that the foregoing shall not restrict Duke or its subsidiaries from (i) entering into or making available to newly hired officers 
and employees or to officers and employees in the context of promotions based on job performance or workplace requirements in the ordinary 
course of business consistent with past practice, plans, agreements, benefits and compensation arrangements (including incentive grants) that have, 
consistent with past practice, been made available to newly hired or promoted officers and employees, (ii) entering into severance agreements with, 
or adopting severance plans in the ordinary course of business consistent with past practice for, employees who are not executive officers in 
connection with terminations of employment of such employees, or (iii) entering into or amending collective bargaining agreements with existing 
collective bargaining representatives or newly certified bargaining units regardmg mandatory subjects of bargaining under applicable law, in each 
case in a manner consistent with past practice to the extent permitted by law. 

(i) [Intentionallv Reserved.1 

(k) ,Accountinp. Duke shall not, nor shall it permit any of its subsidiaries to, make any changes in its accounting methods materially affecting 
the reported consolidated assets, liabilities or results of operations of Duke, except as required by law or GAAP. 

(1) Insurance. Duke shall, and shall cause its subsidiaries to, maintain with financially responsible insurance companies (or through self- 
insurance, consistent with past practice) insurance in such amounts and against such risks and losses as are customary for companies engaged in 
their respective businesses to the extent available on commercially reasonable terms. 

(m) Taxes. Except as could not reasonably be expected to have a material adverse effect on Duke, Duke shall not, nor shall it permit any of 
;+c. subsidiaries to, (i) settle any claim, action or proceedmg relating to Taxes or (ii) make any Tax election (tlis clause (m) being the sole provision 

lis Section 4.02 governing Tax matters). 

(n) Release of Claims. Except as disclosed in Section 4.02(n) of the Duke Disclosure Letter and except with respect to any settlements or 
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agreements with or before any Governmental Authorities in tlie 
subsidiaries to, waive, release, assign, settle or compromise any 
waivers, releases, assignments, settlements or compromises that (x) with respect to the payment of monetary damages, involve oidy the payment of 
monetary damages (A) equal to or less than tlie amounts specifically reserved with respect thereto on the balance sheet as of December 31,2009 

luded in the Duke SEC Documents or (B) that do not exceed $30,000,000 individually or $1 00,000,000 in the aggregate during any consecutive 
alve-month period, and (y) with respect nditions therein, impose or require actions that would not reasonably 

be expected individually or in the aggregat 

of business, Duke shall not, and shall not permit any of its 
proceedmg against Duke or any of its subsidiaries, other than 

;I 

(0) Contracts. Except as permitted by Section 4.02(i), Duke shall not, nor shall it permit any of its subsidiaries to, (i) enter into any Contract 
that would materially restrict, after the Effective Time, Duke and its subsidiaries 
respect to engaging or competing in any linc of business or in any geographic ar 
under, or materially modify or te 
materially adverse to Duke or (B) 
contemplated by this Agreement, 
shall not apply with respect to any Contract permitted to be entered into under clause (e), (f), (g), (h) or (n) of this Section 4.02. 

e Surviving Corporation and its subsidiaries) with 
e, release, or assign any material rights or claims 
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Section 4.03 No Solicitation by Prmress. (a) Except as expressly permitted by this Section 4.03, Progress shall not, nor shall it permit any of 
its subsidiaries to, nor shall it authorize pr permit any of its directors, officers or employees to, and shall use its reasonable best efforts to cause any 
investment banker, finaucial advisor, attorney, accountant or other representative retained by it or any of its subsidiaries not to, directly or 
indirectly, (i) solicit, initiate or knowingly encourage (including by way of fumishulg information), or take any other action designed to facilitate, 
any inquiries or the making of any proposal that constitutes a Progress Takeover Proposal or (ii) participate in any negotiations or substantive 
discussions regarding any Progress Takeover Proposal; provided, however, that if, at any time prior to receipt of the Progress Shareholder 
Approval (tlie “Progress Applicable Period”), the Board of Directors of Progress determines in good faith, after consultation with its legal and 
financial advisors, that a Progress Takeover Proposal that did not result from a breach (other than in immaterial respects) of this Section 4.03(a) is, 
or is reasonably likely to result in, a Progress Superior Proposal (as defined hi Section 4.03(b)), and subject to providmg prior written notice of its 

ision to take such action to Duke and compliance with Section 4.03(c), Progress may (x) fumish information with respect to and provide access 
ne properties, books and records of Progress and its subsidiaries to the person making such proposal (and its representatives) pursuant to a 

customary confidentiality agreement containing terms no less favorable to Progress with respect to confidentiality than those set forth in the 
Confidentiality Agreement (the “Confidentialitv Agreement”) dated July 29,201 0, between Duke and Progress (provided, that such confidentiality 
agreement shall not in any way restrict Progress from complying witli its disclosure obligations under this Agreement, includmg witli respect to 
such proposal) and (y) participate in discussions or negotiations regarding such proposal. Progress, its subsidiaries and their representatives 
immediately shall cease and cause to be terminated any existing activities, discussions or negotiations with any parties with respect to any Progress 
Takeover Proposal. For purposes of this Agreement ‘‘Frop-ess Takeover Proposal” means any bona fide inquiry, proposal or offer &om any person 
relating to (i) any direct or indirect acquisition or purchase of a business that cons t revenues, net income or the assets 
(including equity securities) of Progress and its subsidiaries, taken as a whole (a “ 
acquisition or purchase of 20% or more of any class of voting securities of Progress or any subsidiary of Progress owning, operating or controlling 
a Progress Material Business, (iii) any tender offer or exchange offer that if consummated would result in any person beneficially owning 20% or 
more of any class of voting securities of Progress, or (iv) any merger, consolidation, business combination, recapitalization, liquidation, dissolution 
or similar transaction involving Progress or any subsidiary of Progress owning, operating or controlltng a Progress Material Business, in each case 
other than the transactions contemplated by this Agreement. Notwithstanding the foregoing and provided that Progress has otherwise complied 
with this Section 4.03(a), nothing in this Section 4.03(a) shall prohibit Progress or its directors, officers, employees, representatives or agents from 
contacting in writing any person who has made a Progress Takeover Proposal after tlie date of this Agreement solely to request the clarification of 
the terms and conditions thereof to the extent necessary to permit it to determine whether the Progress Takeover Proposal is, or is reasonably likely 
to result in, a Progress Superior Proposal. 

’), (ii) any direct or indirect 

(b) Except as contemplated by this Section 4.03, neither the Board of Directors of Progress nor any committee thereof sliall (A) withdraw or 
mod@, or propose publicly to withdraw or mode ,  in a manner adverse to Duke, tlie approval or recommendation to Progress’s shareholders by 
such Board of Directors or such committee of tlGs Agreement or the Merger, (B) approve or recommend, or propose publicly to approve or 
recommend, any Progress Takeover Proposal, or (C) cause Progress to enter into any letter of intent, agreement in principle, acquisition agreement 
or other similar agreement (each, a ‘‘Proy-ess Acquisition Acreement”) related to any Progress Takeover Proposal. Notwithstanding the foregoing: 

(i) in response to a Progress Takeover Proposal that did not result from a breach (other than in immaterial respects) of Section 4.03(a), 
d-lring the Progress Applicable Period, the Board of Directors of Progress may, if it determines in good faith, after consulting with outside counsel, 

the failure to take such action would be reasonably likely to result in a breach of the Board of Directors’ fiduciary obligations under applicable 
I ~ V V ,  (A) withdraw or modify, or propose publicly to Withdraw or modify, the approval or recommendation by such Board of Directors or any 
committee thereof of this Agreement or the Merger, 
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(E3) approve or recommend, or propose to approve or recommend, any Progress Superior Proposal, or (C) terminate this Agreement pursuant to 
Section 7.01(d), but only after (1) in the case of each of clauses (B) or (C), such Board of Directors has determined in good faith that such Progress 
Takeover Proposal constitutes a Progress Superior Proposal, and (2) in the case of clause (C), (I) Progress has notified Duke in writing of the 
determination that such Progress Takeover Proposal constitutes a Progress Superior Proposal and @) at least five business days following receipt 
by Duke of such notice, the Board of Directors of Progress has determined that such Progress Superior Proposal remains a Progress Superior 
Proposal, provided, however, that in the event that any such Progress Takeover Proposal is thereafter modified by tlie person making such Progress 
Takeover Proposal and the Board of Directors determines pursuant to clause (C) to terminate this Agreement pursuant to Section 7.01(d), Progress 
shall again comply with clauses (I) and (11) of this paragraph (b)(i) except that the five business-day period shall be reduced to two business days; 
and 

(ii) in circumstances other than in response to a Progress Takeover Proposal as provided in Section 4.03(b)(i), during the Progress 
Applicable Period, the Board of Directors of Progress may, if it determines in good faith, after consulting with outside counsel, that the failure to 
take such action would be reasonably likely to result in a breach of the Board of Directors’ fiduciary obligations under applicable law, withdraw or 
 mod^, or propose publicly to withdraw or m o w ,  the approval or recommendation by such Board of Directors or any committee thereof of this 
Agreement or the Merger, but only after (1) Progress has notified Duke in writing that the Board of Directors of Progress is prepared to make the 
determination set forth in this clause (ii) setting forth the reasons therefor in reasonable detail, (2) for a period of five business days following 
Duke’s receipt of the notice set forth in clause (1) of this sentence (or, if the period from the time of receipt by Duke of such notice to the Progress 
Shareholders Meeting slx~ll be less than five business days, for such lesser period), Progress negotiates with Duke in good faith to make such 
adjustments to the terms and conditions of this Agreement, the Merger and the other transactions contemplated hereby as would enable the 
Progress Board of Directors to proceed with its recommendation of this Agreement and tlie Merger and (3) at the end of such five-business day 
period (or such lesser period, as the case may be, in accordance with this clause (ii)) the Board of Directors of Progress maintains its determination 
described in this clause (ii) (after talang into account Duke’s proposed adjustments, if any, to the terms and conditions of this Agreement, the 
Merger and the other transactions contemplated hereby). 

For purposes of this Agreement, “F’roeress Superior Proposal” means any written Progress Takeover Proposal that the Board of Directors of 
gress determines in good faith (after consultation with a financial advisor of nationally recognized reputation) to be more favorable (taking into 

account (i) all financial and strategic considerations, includmg relevant legal, financial, regulatory and other aspects of such Progress Takeover 
Proposal and the Merger and the other transactions contemplated by this Agreement deemed relevant by the Board of Directors, (ii) the identity of 
the third party making such Progress Takeover Proposal, and (iii) the conditions and prospects for completion of such Progress Takeover Proposal) 
to Progress’s shareholders than the Merger and the other transactions contemplated by this Agreement (taking into account all of the terms of any 
proposal by Duke to amend or modify the terms of the Merger and the other transactions contemplated by this Agreement), except that (x) the 
references to “2O%” in clauses (i), (ii) and (iii) of tlie defit ion of “Progress Takeover Proposal” in Section 4.03(a) s l d l  each be deemed to be a 
reference to “50%”, (y) a “Progress Takeover Proposal” shall only be deemed to refer to a transaction involving Progress, and not any of its 
subsidiaries or Progress Material Businesses alone, and (z) the references to “or any subsidiary of Progress owning, operating or controlling a 
Progress Material Business” in clauses (ii) and (iv) shall be deemed to be deleted. 

(c) In addition to the obligations of Progress set forth in paragraphs (a) and (b) of this Section 4.03, Progress shall as promptly as practicable 
advise Duke, orally and in writing, of any Progress Takeover Proposal or of any request for information relating to any Progress Takeover Proposal 
(and in any case witlin 48 hours of such request or the receipt of such Progress Takeover Proposal), the principal terms and conditions of such 
request or Progress Takeover Proposal and the identity of the person making such request or Progress Takeover Proposal. Progress shall keep Duke 
idormed in all material respects of the status and details (includmg amendments or 
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proposed amendments) of any such request or Progress Takeover Proposal. Contemporaneously with any termination by Progress of this 
Agreement pursuant to Section 7.01 (b)(i), Progress shall provide Duke with a written verification that it has complied with its obligations pursuant 
to this Section 4.03(c) (other tlm noncompliance which is immaterial). 

(d) Nothing contained in this Agreement shall prohibit Progress or its Board of Directors or any committee thereof from (i) taking and 
,,closing to its shareholders a position Contemplated by Rule 14e-2(a) promulgated under the Exchange Act or from making any disclosure to 
Progress’s shareholders if, in the good faith judgment of the Board of Directors of Progress, after consultation with outside counsel, failure so to 
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disclose would be inconsistent with its or Progress’s obligations under applicable law or (ii) taking actions permitted by Section 4.01 (0 
Section4.04 No Solicitation by Duke. (a) Except as expressly permitted by this Section 4.04, Duke shall not, nor shall it permit any of its 

subsidiaries to, nor shall it authorize or permit any of its directors, officers or employees to, and shall use its reasonable best efforts to cause any 
’estment banker, financial advisor, attorney, accountant or other representative retained by it or any of its subsidiaries not to, directly or 
nectly, (i) solicit, initiate or knowingly encourage (including by way of fumishmg information), or take any other action designed to facilitate, 

any inquiries or the making of any proposal that constitutes a Duke Takeover Proposal or (ii) participate in any negotiations or substantive 
discussions regarding any Duke Takeover Proposal; Wvided* howeve& that if, at any time prior to receipt of the Duke Shareholder Approval (the 
‘‘Puke Amlicable Period”), the Board of Directors of Duke determines in good faith, after consultation with its legal and financial advisors, that a 
Duke Takeover Proposal that did not result from a breach (other than in immaterial respects) of this Section 4.04(a) is, or is reasonably likely to 
result in, a Duke Superior Proposal (as defined in Section 4.04@)), and subject to providing prior written notice of its decision to take such action 
to Progress and compliance with Section 4.04(c), Duke may (x) furnish information with respect to and provide access to the properties, books and 

and its subsidiaries to the personrnaking such proposal (and its representatives) pursuant to a customary confidentiality agreement 
no less favorable 10 Duke with respect to confidentiality than those set forth in the Confidentiality Agreement (provided, that 

such confidentiality agreement shall not in any way restrict Duke from Complying with its disclosure obligations under this Agreement, including 
with respect to such proposal) and (y) participate in discussions or negotiations regarding such proposal. Duke, its subsidiaries and their 
representatives immediately shall cease and cause to be terminated any existing activities, discussions or negotiations with any parties with respect 
to any Duke Takeover Proposal. For purposes of this Agreement, “Duke Takeover Proposal” means any bona fide inquiry, proposal or offer from 
any person relating to (i) any direct or indirect acquisition or purchase of a business that constitutes 20% or more of the net revenues, net income or 
the assets (including equity securities) of Duke and its subsidiaries, taken as a whole (a “Puke Material Bus iness”), (ii) any direct or indirect 
acquisition or purchase of 20% or more of any class of voting securities of Duke or any subsidiary of Duke owning, operating or controlling a 
Duke Material Business, (iii) any tender offer or exchange offer that if consummated would result in any person beneficially owning 20% or more 
of any class of voting securities of Duke, or (iv) any merger, consolidation, business combination, recapitalization, liquidation, dissolution or 
similar transaction involving Duke or any subsidiary of Duke owning, operating or controlling a Duke Material Business, in each case other tlian 
the transactions contemplated by this Agreement Notwithstan@ the foregoing and provided that Duke has otherwise complied with this 
Section 4.04(a), nothing in this Section 4.04(a) shall prohibit Duke or its directors, officers, employees, representatives or agents from contacting in 
writing any person who has made a Duke Takeover Proposal after the date of this Agreement solely to request the clarification of the terms and 
conditions thereof to the extent necessary to permit it to determine whether the Duke Takeover Proposal is, or is reasonably likely to result in, a 
Duke Superior Proposal. 

(b) Ejtcept as contemplated by this Section 4.04, neither the Board of Directors of Duke nor any committee thereof shall (A) withdraw or 
-I*, or propose publicly to withdraw or modlfy, in a manner adverse to Progress, the approval or recommendation to Duke’s shareholders by 

,n Board of Directors or such committee of the Duke Share Issuance or Duke Charter Amendment, (B) approve or recommend, or propose 
publicly to 
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approve or recommend, any Duke Takeover Proposal, or (C) cause Duke to enter into any letter of intent, agreement in principle, acquisition 
agreement or other similar agreement (each, a “Duke Acquisition Ameement”) related to any Duke Takeover Proposal. Notwithstanding the 
foregoing: 

during the Duke Applicable Period, the Board of Directors of Duke may, if it determines iU good faith, after consulting with outside counsel, that 
the failure to take such action would be reasonably likely to result in a breach of the Board of Directors’ fiduciary obligations under applicable law, 
(A) withdraw or modify, or propose publicly to withdraw or modify, the approval or recommendation by such Board of Directors or any committee 
thereof of the Duke Share Issuance or Duke Charter Amendmenf (13) approve or recommend, or propose to approve or recommend, any Duke 
Superior Proposal, or (C) terminate this Agreement pursuant to Section 7.01 (0, but only after (1) in the case of each of clauses (B) or (C), such 
Board of Directors has determined in good faith that such Duke Takeover Proposal constitutes a Duke Superior Proposal, and (2) in the case of 
clause (C), (I) Duke has notifed Progress in writing of the determination that such Duke Takeover Proposal constitutes a Duke Superior Proposal 
and @) at least five business days following receipt by Progress of such notice, the Board of Directors of Duke has determined that such Duke 
Superior Proposal remains a Duke Superior Proposal; provided. however, that in the event that any such Duke Takeover Proposal is thereafter 
modified by the person malung such Duke Takeover Proposal and the Board of Directors determines pursuant to clause (C) to terminate tlis 
Agreement pursuant to Section 7.01 (0, Duke shall again comply with clauses (I) and @) of this paragraph (b)(i) except that the five business -day 
period shall be reduced to two business days; and 

(i) in response to a Duke Takeover Proposal that did not result from a breach (other than in immaterial respects) of Section 4.04(a), 

(ii) in circumstances other than in response to a Duke Takeover Proposal as provided in Section 4.04(b)(i), during the Duke Applicable 
.od, the Board of Directors of Duke may, if it determines in good faith, after consulting with outside counsel, that the failure to take such action 

would be reasonably likely to result in a breach of the Board of Directors’ fiduciary obligations under applicable law, withdraw or mwhfy, or 
propose publicly to withdraw or modify, the approval or recommendation by such Board of Directors or any committee thereof of the Duke Share 
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Issuance or Duke Charter Amendment, but only after (1) Duke has notified Progress in writing that the Board of Directors of Duke is prepared to 
make the determination set forth in this clause (ii) setting forth the reasons therefor in reasonable detail, (2) for a period of five business days 
following Progress’s receipt of the notice set forth in clause (1) of this sentence (or, if the period from the time of receipt by Progress of such notice 
to the Duke Shareholders Meeting shall be less than five business days, for such lesser period), Duke negotiates with Progress in good faith to 

.-.&e Duke Board of Directors to proceed with its rec 
of such five-business day period (or such lesser period, as the case may be, in accordance with this clause (ii)) the Board of Directors of Duke 
maintains its determination described in this clause (ii) (after takug into account Progress’s proposed adjustments, if any, to the terms and 
condtions of this Agreement, the Merger and the other transactions contemplated hereby). 

ke such adjustments to the terms and conditions of eement, the Merger and the other transactions contemplated hereby as would enable 
on of the Duke Share Issuance and the Duke Charter Amendment and (3) at the end 

For purposes of this Agreement, a “Duke Superior Proposal’ 
determines in good faith (after consultation with a fmancial adviso 
(i) all financial and strategic considerations, including relevant legal, fmancial, regulatory and other aspects of such Duke Takeover Proposal and 
the Merger and the other transactions contemplated by this Agreement deemed relevant by the Board of Directors, (ii) the identity of the third party 
makug such Duke Takeover Proposal, and (iii) the conditions and prospects for completion of such Duke Takeover Proposal) to Duke’s 
shareholders tlm the Merger and the other transactions contemplated by this Agreement (taking into account all of the terms of any proposal by 

any written Duke T 
onally recognized r 

Board of Directors 
orable (taking into 

modify the terms of the Merger and th 
), (ii) and (iii) of the d e f ~ t i o n  of “Duke 

Contemplated by this Agreement), except th 
’ in Section 4.04(a) shall each be deemed to 

“.SO%”, (y) a “Duke Takeover Proposal” shall only be deemed to refer to a transaction involving Duke, and not any of its subsidiaries or Duke 
Material Businesses alone, and (2) the references to “or any subsidiary of Duke owning, operating or controlling a Duke Material Business” in 
clauses (ii) and (iv) shall be deemed to be deleted 
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(c) In addition to the obligations of Duke set forth in paragraphs (a) and (b) of this Section 4.04, Duke slull as promptly as practicable advise 
Progress, orally and in writing, of any Duke Takeover Proposal or of any request for information r e l a w  to any Duke Takeover Proposal (and in 
any case within 48 hours of such request or the receipt of such Duke Takeover Proposal), the principal terms and conditions of such request or 

’ce Takeover Proposal and the identity of the person malung such request or Duke Takeover Proposal. Duke shall keep Progress informed in all 
-ceria1 respects of the status and detads (includmg amendments or proposed amendments) of any such request or Duke Takeover Proposal. 

Contemporaneously with any termination by Duke of this Agreement pursuant to Section 7.01 (b)(i), Duke shall provide Progress with a written 
verification that it has complied with its obligations pursuant to this Section 4.04(c) (other than noncompliance which is immaterial). 

(d) Nothing contained in this Agreement shall prohibit Duke or its Board of Directors or any committee thereof from (i) taking and disclosing 
to its shareholders aposition contemplated by Rule 14e-2(a) promulgatedunder the Exchange Act or from making any disclosure to Duke’s 
shareholders if, in the good faith judgment of the Board of Directors of Duke, after consultation with outside counsel, failure so to disclose would 
be inconsistent with its or Duke’s obligations under applicable law or (ii) taking actions permitted by Section 4.02(f). 

Section 4.05 Other Actions. Each of Progress and Duke shall use its reasonable best efforts not to, and shall use its reasonable best efforts not 
to permit any of its respective subsidiaries to, take any actionthat would, or that could reasonably be expected to, result in (i) any of the 
representations and warranties of such party set forth in this Agreement that is qualified as to materiality or material adverse effect becoming 
untrue, (ii) any of such representations and warranties that is not so qualified becoming untrue in any material respect, or (iii) any condition to tlie 
Merger set forth in Article VI not being satisfied 

Section 4.06 coordination of Dividends. From the date of this Agreement until the Effective Time, Duke and Progress shall coordinate with 
each other regardmg the declaration and payment of dividends in respect of the shares of Progress Common Stock and Duke Common Stock and 
the record dates and payment dates relating thereto, it being the intention of Progress and Duke that no holder of Progress Common Stock or Duke 
Common Stock shall receive two dividends, or fail to receive one dividend, for any single calendar quarter with respect to its shares of Progress 
Common Stock or Duke Common Stock (includmg Duke Common Stock issued in connection with the Merger), as the case may be. In 
furtherance of and without limiting tlie generality of the foregoing, if at the time that Progress would otherwise declare a regular quarterly cash 
dividend pursuant to Section 4.01 (c)(i)(A) the parties expect the Closing Date to occur during the period of time from and after the record date for 
such Progress dividend and prior to the record date for the next subsequent regular quarterly cash dividend of Duke, the parties s l d l  coordinate to 
reduce the amount of such Progress dividend to an amount reasonably calculated to effectuate die intent of the parties described in the fmt sentence 
of this Section 4.06. In the event (a) the Closing Date would, in the absence of this Section 4.06, occur after the record date for the last regular 
quarterly cash dividend of Progress prior to the Closing Date and prior to the record date for the next subsequent regular quarterly cash dividend of 
.- %e and (b) such last recent Progress regular quarterly cash dividend occurring prior to the Closing shall not have been reduced as contemplated 

ne preceding sentence, Duke shall be permitted to (i) declare and pay a special dividend to Duke stockholders immediately prior to the Closing 
rn an amount reasonably calculated to effectuate the intent of the parties described in the f i t  sentence of this Section 4.06 or (ii) subject to the 
prior Written consent of Progress (which consent shall not be unreasonably withheld), postpone the Closing to a date no later than one business day 
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after the record date for the next succeeding regular quarterly cash dividend of Duke (in which event Progress shall be permitted to declare and pay 
a special dividend immediately prior to the Closing in an amount reasonably calculated to effectuate the intent of the parties described in the F i t  
sentence of this Section 4.06, andneither party shall be entitled to terminate this Agreement pursuant to Section 7.01 (b)(i) dunng the period of such 
uostponement). 
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ARTICLE V 

ADDITIONAL AGREEMENTS 

Section 5.01 Preparation of the Form 5-4 and the Joint Proxy Statement: Sliareholders Meetincs. (a) As soon as practicable following the 
date of this Agreement, Progress and Duke shall prepare and file with the SEC the Joint Proxy S 
SEC the Form S-4, in which the Joint Proxy Statement will be included The Joint Proxy State 
material respects with the applicable provisions of the Securities Act and the Exchange Act and the rules and regulations thereunder. Duke shall use 
its reasonable best efforts, and Progress will reasonably cooperate with. Duke in such efforts, to have h e  Form S-4 declared effective under the 
Securities Act as promptly as practicable after such filLng and to keep the Form S-4 effective as long as necessary to consummate the Merger and 
other transactions contemplated hereby. Progress will use its reasonable best efforts to cause the Stateme iled to Progress’s 

rs, in each case as shareholders, and Duke will use its reasonable best efforts to cause the Joint Proxy Statement to Duke’s 
promptly as practicable after the Form S-4 is declared effective under the Securities Act Duke s e any action required to be taken by it 
under any applicable state or provincial securities laws in connection witli the issuance of Duke Common Stock in the Merger and each party shall 
furnish all information concerning itself and its shareholders as may be reasonably requested in connection with any such action. Eachparty will 
advise the others, promptly after it receives notice thereof, of the time when the Form S-4 has become effective or any supplement or amendment 
has been filed, tlie issuance of 
Merger for offering or sale in 
comments thereon and responses thereto or requests by the SEC for additional information. If prior to the Effective Time any event occurs with 
respect to Progress, Duke or any subsidiary of Progress or Duke, respectively, or any change occurs with respect to information supplied by or on . ‘ialf of Progress or Duke, respectively, for inclusion in the Joint Proxy Statement or tlie Form S-4 that, in each case, is required to be described 

~i amendment of, or a supplement to, the Joint Proxy Statement or the Form S-4, Progress or Duke, as applicable, shall promptly notify the 

and Duke shall prepare and file with the 
11 comply as to form in all 

order, the suspension 
ction, or any request 

qualification of the Duke Common Stock 
SEC for amendment of the Joint Proxy S 

in connection with the 
or the Form S-4 or 

other of such event, and Progress or Duke, as applicable, shall cooperate with the other in the 
amendment or supplement to the Joint Proxy Statement and the Form S-4 and, as required by 
such amendment or supplement to Progress’s shareholders and to Duke’s shareholders; provided that no amendment or supplement to the Joint 
Proxy Statement or the Form S-4 shall be filed by either party, and no material correspondence with the SEC shall be made by either party, without 
providmg the other party a reasonable opportunity to review and comment thereon 

filing with the SEC of any necessary 
disseminating the information contained in 

(b) Progress shall, as soon as reasonably practicable following the date of this A 
meetmg of its shareholders (the “Progress Shareholders Meetinf) for the purpose of 
matters required under applicable law to be considered at the Progress Shareholders Meeting. 
Progress agrees that unless this Agreement is terminated pursuant to Section 7.01, its obligations pursuant to the fmt sentence of this 
Section 5.01(b) shall not be affected by (i) the commencemenf public proposal, public disclosure or communication to Progress of any Progress 
Takeover Proposal, (ii) the withdrawal or modification by the Board of Directors of Progress of its approval or recommendation to Progress’s 
shareliolders of this Agreement, the Merger or the other transactions contemplated hereby, or (iii) the approval or recommendation of any Progress 
Superior Proposal. Notwithstanding any of the events set forth in clauses (i), (ii) and (iii) of the immediately preceding sentence, in the event 
Progress fulfills its obligations pursuant to this Section 5.01 (b) and the Progress Shareholder Approval is not obtained at the Progress Shareholders 
Meeting, Duke shall not thereafter have the right to terminate this Agreement pursuant to Sections 7.01(h)(i) as a result of the Board of Directors of 
Progress (or any committee thereof) lmving, pursuant to Section 4.03(b)(ii), withdrawn or modified, or proposed publicly to withdraw or modlfy, 
the approval or recommendation by suchBoard of Directors of this Agreement or the Merger, provided Duke shall retain all other rights to 
terminate this Agreement set forth in Section 7.01. 

duly call, give notice of, convene and hold a 
older Approval and any other 

the generality of the foregoing, 

A-46 

Table of Contents 

(c) Duke shalz as soon as reasonably practicable following the date of this Agreement, duly call, give notice of, convene and hold a meeting 
01 its shareholders (the “Puke Shareholders Meeting”) for the purpose of obtaining the Duke shareholder Approval and any other matters required 
under applicable law to be considered at the Duke Shareholders Meeting. Without limiting the generality of the foregoing, Duke agrees that unless 
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this Agreement is terminated pursuant to Section 7.01, its ob 
(i) the commencement, public proposal, public disclosure 
modification by the Board of Directors of Duke of its 
Duke Charter Amendment, or (iii) the approval or recommendation of any Duke Superior Proposal. Notwithstanding any of the events set forth in 

pursuant to the first sentence of this Sec 
ication to Duke of any Duke Takeover 

1 (c) shall not be affected by 
1, (ii) the withdrawal or 

endation to Duke’s shareholders of the Duke Share Issuance and the 

, Ees (i), (ii) and (iii) of the immediately precedmg sentence, in the event Duke fulfills ons pursuant to this Section 5.01 (c) and the 
Approval is not obtained 

to Section 7.01(g)(i) as 
Section 4.04(b)($, withdrawn or modified, 
Directors of this Agreement or the Duke Merger; provided Progress shall retain all other rights to terminate this Agreement set forth in 
Section 7.01. 

or recommendation by such Board of 

Subject to receipt of the Duke Shareholder Approval, on or before the Closing Date and prior to the Effective Time, Duke shall file with the 
ended and Restated Certificate of Incorporation of Duke 
stock split with respect to the Duke Common Stock (the ‘‘Duke 

Secretary of State of the State of Delaware a Certificate of Amendment to 
providtng for, after prior consultation with Progress, a 1 -for-T? or 1 -for-3 
-), such Certificate of Amendment to become effective on the Closing Date prior to the filing of the Articles of Merger with 
the Secretary of State of the State of North Carolina. 

(d) Progress and Duke will use their reasonable best efforts to hold the Duke Shareholders Meeting and the Progress Shareholders Meeting on 
the same date and as soon as practicable after the date of this Agreement 

Section 5.02 Lettm-s of Duke’s Accountants. Duke shall use its reasonable best efforts to cause to be delivered to Progress two letters from 
Duke’s independent accountants, one dated a date within two business days before the date on which the Form S-4 shall become effective and one 
dated a date within two business days before the Closing Date, each addressed to Progress, in form and substance reasonably satisfactory to 
Progress and customary in scope and substance for comfort letters delivered by independent public accountants in connection with regisbation 
statements similar to the Form S-4. 

Section 5.03 Letters of Promess’s Accountants. Progress shall use its reasonable best efforts to cause to be delivered to Duke two letters from 
Progress’s independent accountants. one dated a date within two business days before the date on which the Form S-4 shall become effective and 
one dated a date within two business days before the Closing Date, each addressed to Duke, in form and substance reasonably satisfactory to Duke 
and customary in scope and substance for comfort letters delivered by independent public accountants in connection with registration statements 
similar to the Form S-4. 

Section 5.04 .Access to Information: Effect of Review. 

(a) Access. Subject to the Confidentiality Agreement, to the extent permitted by applicable law, each of Progress and Duke shall, and shall 
cause each of its respective subsidiaries to, and, so long as consistent with its confidentiality obligations under its applicable agreements, shall use 
its respective reasonable best efforts to cause the Progress Joint Ventures and Duke Joint Ventures, respectively, to, afford to the other party and to 
the officers, employees, accountants, counsel, fm 
business hours during the period prior to the E 
records and, during such period, to the extent permitted by applicable law, each of Progress and Duke sldl ,  and shall cause each of its respective 
subsidiaries to, and, so long as consistent with its confidentiality and other contractual obligations under its 

entatives of such other party reasonable access during normal 
e properties, books, contracts, commitments, personnel and 
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applicable agreements, shall use its respective reasonable best efforts to cause the Progress Joint Ventures and Duke Joint Ventures, respectively, 
to, (i) confer on a regular and frequent basis with one or more representatives of tlie other party to discuss material operational and regulatory 
matters and the general status of its ongoing operations, (ii) advise the other party of any change or event that has had or could reasonably be 
expected to have a material adverse effect on such party, and (iii) fimish promptly all other information concerning its business, properties and 
personnel, in each case as such other party may reasonabIy request; provided. however, that no actions shall be taken pursuant to this 
Section 5.04(a) that would create a risk of loss or waiver of the attomey/client privilege, provided, further, that the parties shall use their respective 
commercially reasonable efforts to allow for access and disclosure of information in a manner reasonably acceptable to the parties that does not 
result in the loss or waiver of the attorney-client privilege (which efforts shall include entering into mutually acceptable joint defense agreements 
between the parties if doing so would reasonably permit the disclosure of information without viola- applicable law or jeopardizing such 
attorney-client privilege). Notwithstanding the foregoing, if a party requests access to proprietary information of the other party, the disclosure of 
which would have a material adverse effect on the other party if the Closing were not to occur (giving effect to the requesting party’s obligations 

‘x the Confidentiality Agreement), such information shall only be disclosed to the extent reasonably agreed upon by the chief f m c i a l  officers 
their designees) of Progress and Duke. All information exchanged pursuant to this Section 5.04(a) s l d l  be subject to tlie Confidentiality . 

Agreement. 
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(b) Effect of Review. No review pursuant to this Section 5.04 slmll have any effect for the purpose of determining tlie accuracy of any 
representation or warranty given by any of the parties hereto to any of the other parties hereto. 

Section 5.05 Regulatory Matters: Reasonable Best Efforts. 

(a) JZe-mlatory Approvals. Eachparty hereto shall cooperate andp 
necessary applications, notices, petitions and fihngs, and shall use reaso 
be done all things in order to obtain all approvals and authorizations of all Governmental Authorities, necessary or advisable to consummate and 
make effective, in the most expeditious manner reasonably practicable, the Merger and the other transactions contemplated by this Agreement, 
includq the Progress Required Statutory Approvals and the Duke Required Statutory Approvals; provided. however, that Progress shall have 
primary responsibility for the preparation and filing of any relate 

fiutlier, tlmt Duke shall have primary respons 
PUCO, the IURC and the KFSC. Progress shall have the rig 

pare and f ie  all necessary documentation, to effect all 
fforts to take or cause to be taken all actions, and do or cause to 

lings or other materials with the 
and filing of any related 
and approve in advance 

information relating to Progress, on the one hand, and Duke shall have the right to review and approve in advance all characterizations of the 
information relating to Duke, on the other hand, in either case, that appear in any application, notice, petition or filing made in connection with the 
Merger or the other transactions Contemplated by this Agreement. Progress and Duke agree that they will consult and cooperate with each other 
with respect to the obtaining of all such necessary approvals and authorizations of Governmental Authorities. 

(b) Reasonable Best &fforts . Subject to the terms and conditions set forth in this Agreement, each of the parties hereto shall use its reasonable 
best efforts (subject to, and in accordance with, applicable law) to take, or cause to be taken, promptly all actions, and to do, or cause to be done, 
promptly and to assist and cooperate with the other parties in doing, all things necessary, proper or advisable to consummate and make effective the 
Merger and the other transactions contemplated by this Agreement, including (i) the obtaining of allnecessary Consents or waivers from third 
parties and Governmental Authorities, (ii) tlie defending of any lawsuits or other legal proceedings, whether judicial or administrative, challenging 
this Agreement or the consummation of the transactions d by this Agreement, and (iii) the execution and delivery of any additional 
instruments necessary to consummate the transactions c by this Agreement. For purposes of this Agreement, “reasonable best efforts” 
shall not include nor require either party or its subsidiaries to (A) sell, or agree to sell, 
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l d d  or agree to hold separate, or otherwise dispose or agree to dispose of any asset, in each case if such sale, separation or disposition or 
agreement with respect thereto would, individually or in the aggregate, reasonably be expected to have a material adverse effect on the expected 
benefits of the transactions contemplated by this Agreement to such party, or (B) conduct or agree to conduct its business in any particular manner 
if such conduct or agreement with respect thereto would, individually or in the aggregate, reasonably be expected to have a material adverse effect 
on the expected benefits of the transactions contemplated by this Agreement to such party, or (C) agree to any order, action or regulatory condition 
of any regulatory body, whether in an approval proceedq or another regulatory proceeding, tlmt, if effected, would cause a material reduction in 
the expected benefits for such party’s shareholders (for example, the parties expect their customers to participate in the benefits of the transactions 
contemplated by this Agreement in amounts up to but not exceedq (x) the benefits of joint system dispatch and fuel savings as they materialize in 
future fuel clause proceedmgs and (y) rates that are lower than they otherwise would lmve been as net merger savings materialize in future rate 
proceedmgs initiated in the ordinary course of business) (any of the foregoing effects, a “Burdensome Effect”). 

(c) State Anti-Takeover Statutes. Without limiting the generality of Section 5.05(b), Progress andDuke shall (i) take all actionnecessary to 
ensure that no state anti-takeover statute or similar statute or regulation is or becomes applicable to the Merger, this Agreement or any of the other 
transactions contemplated by this Agreement and (ii) if any state anti-takeover statute or similar statute or regulation becomes applicable to the 
Merger, this Agreement or any other transaction contemplated by tlis Agreement, take all action necessary to ensure that the Merger and the other 
transactions contemplated by this Agreement may be consummated as promptly as reasonably practicable on the terms contemplated by this 
Agreement and otherwise to minimize the effect of such statuie or regulation on the Merger and the other transactions contemplated by this 
Agreement. 

Section 5.06 Stock Options: Restricted Stock and Equity Awards: Stock Plans. (a) At the Effective Time, each Progress Employee Stock 
Option, whether vested or unvested, shall be converted inb an option to acquire, onthe same terms and conditions as were applicable under such 
Progress Employee Stock Option, includq vesting, a number of shares of Duke Common Stock equal to the number of shares of Progress 
Common Stock subject to such Progress Employee Stock Option immediately before the Effective Time multiplied by the Exchange Ratio 
(rounded down to the nearest whole share) at a price per share of Duke Common Stock equal to the price per s l x e  under such Progress Employee 
Stock Option divided by the Exchange Ratio (rounded up to the nearest cent) (each as so adjusted, a “ProFess Adjusted Option”); 

(i) at the Effective Time, each award of restricted shares of Progress Common Stock (“Progress Restricted Stock”) shall be converted 
.J an award of a number of restricted shares of Duke Common Stock equal to the number of restricted shares of Progress Common Stock 

multiplied by the Exchange Ratio, on the same terms and conditions as were applicable to such award of restricted shares of Progress Common 
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Stock, includmg vesting (““Promess Adjusted Restricted Stock”); 

(ii) at the Effective Time, each Progress Restricted Stock Unit shall be converted into an award of a number of restricted stock units of 

om as were applicable to such award of restricted stock units of Progress Common Stock, includmg vesting (““Progress Adjusted 
Duke Common Stock equal to the number of restricted stock units of Progress Common Stock multiplied by the Exchange Ratio, on the same 

stricted Stock Units”); 

(iii) at the Effective Time, each Progress Performance Share shall be assumed and converted into an award of a number of performance 
shares of Duke Common Stock equal to the number of performance shares of Progress Common Stock multiplied by the Exchange Ratio, on the 
same terms and conditions as were applicable to such award of performance shares of Progress Common Stock, includmg vesting, and the 
performance measurement period for such performance shares shall remain open (such that no payments shall be made under the terms of such 
performance shares solely as a result of or in connection with the Merger) and the Compensation Committee of the Board of Directors of Duke 
shall adjust the performance measures of such performance shares as soon as practicable after the Effective Time as it determines is appropriate 
and equitable to 
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reflect the performance of Progress during the 
Agreement and the performance measures und 
(the “Progress Adiusted Performance Shares”); 

ance measurement period prior to the Effective Time, the tr 
s made to similarly situated Duke employees for the same 

ns contemplated by this 
able performance cycle 

(iv) all outstanding Other Progress Equity Awards, whether vested or unvested, as of immediately prior to the Effective Time shall be 
converted into an equity or equity-based award in respect of a number of shares of Duke Common Stock equal to the number of shares of Progress 
Common Stock represented by such award multiplied by tlie Exchange Ratio, on the same terms and conditions as were applicable to such Progress 
equity or equity-based award, including vesting (“Other Progress AdjustedEquity Awards”); and 

(v) prior to the Effective Time, the Board of Directors of Progress (or, if appropriate, any committee administering the Progress 

conversion pursuant to Section 2.01(b) of the Progress Common Stock held by any director or officer of Progress and the conversion pursuant 

ress Restricted Stock Units, Progress Adjusted Performance Shares of Progress 
f Other Progress Equity Awards held by any director or officer of Progress will 

Employee Stock Option Plans) shall adopt such resolutions or take such other actions as may be required to effect the foregoing and to ensure that 

_ _  this Section 5.06(a) into Progress Adjusted Options of Progress Employee Stock Options, Progress Adjusted Restricted Stock of Progress 
Restricted Stock, Progress Adjusted Restricted Stock Units 
Performance Shares and Other Progress Adjusted Equity A 
be eligible for exemption under Rule 16b-3(e) under the Exchange Act. 

(b) Prior to the Effective Time, the Board of Directors of Duke shall adopt such resolutions or take such other actions as may be required to 
ensure to the maximum extent permitted by law that the conversion pursuant to Section 2.0l(a) of the Progress Common Stock held by any director 
or offcer of Progress and tlie conversion pursuant to Section 5.06(a) will be eligible for exemption under Rule 16b-3(e) under the Exchange Act 
Prior to the Effective Time, Progress shall deliver to the holders of Progress Adjusted Options, Progress Adjusted Restricted Stock, Progress 
Adjusted Restricted Stock Units, Progress Adjusted Performance Shares and Other Progress Adjusted Equity Awards appropriate notices setting 
forth such holders’ rights pursuant to tlie respective plans and tl& Agreement (collectively, the “Stock Plans”). 

(c) At the Effective Time, by virtue of tlie Merger, the Stock Plans shall be assumed by Duke, with the result that all obligations of Progress 
under the Stock Plans, includmg with respect to awards outstanding at the Effective Time under each Stock Plan, shall be obligations of Duke 
following the Effective Time. Prior to the Effective Time, Duke shall take all necessary actions for the assumption of the Stock Plans, including the 
reservation, issuance and listing of Duke Common Stock in a number at least equal to the number of shares of Duke Common Stock that will be 
subject to Progress Adjusted Options, Progress Adjusted Restricted Stock Units, Progress Adjusted Performance Shares and Other Progress 
Adjusted Equity Awards. As promptly as practicable following the Effective Time, Duke or its subsidiaries shall prepare and file with the SEC a 
registration statement onForm S-8 (or another appropriate form) registering a number of shares of Duke Common Stock determined in accordance 
with the preceding sentence. Such registration statement shall be kept effective (and the current status of the prospectus or prospectuses required 
thereby shall be maintained) at least for so long as Progress Adjusted Options, Progress AdjustedRestricted Stock Units, Progress Adjusted 
Performance Shares and Other Progress Adjusted Equity Awards remain outstanding. 

Section 5.07 Employee Matters. (a) From and after the Effective Time, the Duke Employee Benefit Plans and the Progress Employee Benefit 
Plans in effect as of the date ofthis Agreement and at the Effective Time shall remain in effect with respect to employees and former employees of 
Duke or Progress and their subsidiaries (the ‘Wewco Emplovees”), respectively, covered by such Plans at the Effective Time, until such time as 

ke and Progress together shall otherwise determine, subject to applicable laws and the terms of such plans. Prior to the Effective Time, Duke and 
gress shall cooperate in reviewing, evaluating and analyzing Duke Employee Benefit Plans and Progress Employee Benefit Plans with a view 

towards maintaining appropriate Plans for Newco Employees. 
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(b) With respect to any Plans in which any Newco Employees who are employees of Duke or Progress (or their subsidiaries) prior to the 
Effective Time fist  become eligible to participate on or after tlie Effective Time, and in which such Newco Employees did not participate prior to 
the Effective Time (the ‘Yew Plans ’7, Duke shall, or shall cause its subsidiaries to, use reasonable best efforts, subject to applicable law, to: 
(i) waive all pre-existing conditions, exclusions and waiting periods with respect to participation and coverage requirements applicable to the 
Newco Employees and their eligible dependents under any New Plans in which such employees may be eligible to participate after the Effective 
Time, except to the extent such pre-existing conditions, exclusions or waiting periods would apply under the analogous Duke Employee Benefit 
Plan or Progress Employee Benefit Plan, as the case may be; (ii) provide each Newco Employee and their eligible dependents with credit for any 
co-payments and deductibles paid prior to the Effective Time under a Duke Employee Benefit Plan or Progress Employee Benefit Plan (to the 
same extent that such credit was given under the analogous Duke Employee Benefit Plan or Progress Employee Benefit P l q  as applicable, prior to 
the Effective Time) in satisfying any applicable deductible or out-of-pocket requirements under any New Plans in which such employees may be 
eligible to participate after the Effective Time, and (iii) recognize all service of the Newco Employees with Progress andDuke, and their respective 
affiliates, for all purposes (including, for purposes of eligibility to participate, vesting credit, entitlement to benefits, and, except with respect to 
defined benefit pension plans, benefit accrual) in any New Plan in which such.employees may be eligible to participate after the Effective Time, 
includmg any severance plan, to the extent such service is taken into account under the applicable New Plan; provided that the foregoing shall not 
apply to the extent it would result in duplication of benefits. 

(c) Prior to the Effective Time, Duke and Progress shall cooperate to establish common retention, relocation and severance policies or plans 
that apply to Newco Employees on and after the Effective Time; provided, however, that for the period beginning on the Closing Date and endug 
on the second anniversary of tlie Closing Date (the “Continuation Period”), each Newco Employee who was an employee of Progress immediately 
prior to tlie Effective Time whose employment is terminated during the Continuation Period shall be eligible to receive severance benefits in 
amounts and on terms and conditions no less favorable than  those provided to employees of Progress pursuant to plans or policies in effect 
immediately prior to the Effective Time, includmg, without limitation, the Progress CIC Plan (as defmed in Section 5.07(d)). 

(d) Duke acknowledges and agrees that (i) it will assume, as of the Effective Time, all obligations under the Progress Energy, Jnc. 
Management Chge-in-Control Plan, as amended and restated effective January 1,2008 but aRer giving effect to the amendment of the defit ion 

‘Good Reason” set fortli in Section 4.01 (d)(iii) of tlie Progress Disclosure Letter (the “Progress CIC Plan”) and (3) a termination of employment 
Duke and its affiliates shall be the same as a termination of employment from Progress and its affiliates for all purposes under the Progress 

CIC Plan. 

(e) Prior to the Effective Time, Progress shall (i) amend the defit ion of Committee set forth in Section 2.9 of the Progress CIC Plan by 
dele- the last sentence of such definition in its entirety and (ii) either amend the Progress CIC Plan or prescribe terms in the applicable award 
agreement to provide that, except as set forth in Section 4.01(d)(%) of the Progress Disclosure Letter, for all equity awards grantedunder the 
Progress Employee Stock Option Plans to participants in tlie Progress CIC Plan a h r  the date hereof, the definition of “good reason” or similar 
concept of conshctive termination relatmg to such awards shall be as defied in Section 4.01 (d)(iii) of the Progress Disclosure Letter. Progress 
also acknowledges and agrees that (A) neither Progress nor any of its subsidiaries will take any actions to fund any grantor trust or similar vehicle 
that it currently maintains, or may maintain at any time following the date hereof, in connection with the transactions contemplated by this 
Agreement and (l3) prior to the Effective Time, Progress will take all actions necessary to amend (x) any grantor trust maintained by Progress to 
eliminate any requirement to fund any such grantor trust in connection with the transactions contemplated by this Agreement and (y) any Progress 
Employee Benefit Plan requiring the establishment or funding of a grantor trust to eliminate such requirement. 

( f )  Duke acknowledges and agrees that it shall assume, as of the Effective Time, all obligations under the Amended and Restated 
Supplemental Senior Executive Retirement Plan of Progress Energy, Jnc. (tlie “m); provided that no% herein shall prohibit Progress or its 
affiliates or their respective successors and assigns 
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from modifymg, amendmg or terminating the provisions of the SERF in any manner in accordance with its terms and applicable law; provided, 
W i e r  that no modification, amendment or termination shall adversely affect a participant’s accrued benefit or the right to payment thereof under 
”-- provisions of the SERP as in effect immediately prior to such amendment, modification or termination Without limiting the generality of tlie 

going, following the Effective Time, in the event tliat the SERP is amended in a manner that would otherwise reduce a participant’s right to 
accrue future benefits under the SERP, Duke shall provide such participant with the opportunity lo earn additional benefits under the SERP (or 
another compensation or benefit arrangement) equal to no less than the incremental amount that the participant would have earned under tlie SEW 
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(i.e., due to the accrual of additional years of Service (as defied in the SERP)) in the absence of such amendment, except that such incremental 
amount shall be calculated after treating the participant’s Final Average Salary (as defined in the SEW?) as if it was solely based on compensation 
earned by the participant prior to the Effective Time, as increased after the Effective Time by cost of living adjustments. Progress shall amend the 
SERP as soon as practicable after the date hereof to provide that no individual may become a participant in the SEW following the date of this 

reement. 

(9) At the Effective Time, outstandmg awards under the Progress Management Incentive Compensation Plan shall be assumed and the 
performance period for each such award shall remain open (such that no payments shall be made under the terms of the Progress Management 
Incentive Compensation Plan solely as a result of or in connection with the Merger) at a level and providmg an annual incentive compensation 
opportunity that is not less than the level and annual incentive compensation opportunity under the existing Progress Management Incentive 
Compensation Plan and the applicable performance criteria and vesting requirements for each such award shall be adjusted by the Compensation 
Committee of the Board of Directors of Duke as it determines is appropriate and equitable to reflect the performance of Progress during the 
performance period prior to &e Effective Time, the transactions contemplated by this Agreement and the performance measures under awards 
made to similarly situated Duke employees as soon as practicable following the Effective Time. 

(h) Without limiting the generality of Section 8.06, the provisions of this Section 5.07 are solely for the benefit of the parties to this 
Agreement, and no current or former director, officer, employee or independent contractor or any other person shall be a third-party beneficiary of 
this Agreement, and nothing herein shall be construed as an amendment to any Progress Employee Benefit Plan, Duke Employee Benefit Plan or 
other compensation or benefit plan or arrangement for any purpose. 

Section 5.08 Tndemnification. Exculpation andhsurance. (a) Each ofDuke, Merger Sub and Progress agrees that, to the fullest extent 
permitted under applicable law, all rights to indemnification, advancement and exculpation &om liabilities for acts or omissions occurring at or 
prior to tlie Effective Time now existing in favor of the current or former directors, officers and employees and the fiduciaries currently 
indemnified under benefit plans of Progress and its subsidiaries, as provided in their respective certificate or articles of incorporation, by-laws (or 
comparable organizational documents) or other agreements providing indemnification, advancement or exculpation shall survive the Merger and 
shall continue in full force and effect in accordance with their terms, and no such provision in any certificate or articles of incorporation, by-laws 
(or comparable organizational document) or other agreement shall be amended, modified or repealed in any manner that would adversely affect the 
rights or protections thereunder to any such individual with respect to acts or omissions occunlng at or prior to the Effective Time. In addition, 
from and after the Effective Time, all directors, officers and employees and all fiduciaries currently indemnified under benefit plans of Progress or 
its subsidiaries who become directors, officers, employees or fiduciaries under benefit plans of Duke will be entitled to the indemnity, advancement 
and exculpation rights and protections afforded to directors, officers and employees or fiduciaries under benefit plans of Duke. From and after the 

‘“ctive Time, Duke shall cause the Surviving Corporation and its subsidiaries to honor and perform, in accordance with their respective terms, 
n ofthe covenants contained in this Section 5.08 without limit as to time. 

(b) For six years after tlie Effective Time, Duke shall maintain in effect ilie directors’ and officers’ liability (and fiduciary) insurance policies 
currently maintained by Progress covering acts or omissions occurring on or prior to the Effective Time with respect to those persons who are 
currently covered by Progress’s respective 
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directors’ and officers’ liability (and fiduciary) insurance policies on terms with respect to such coverage and in amounts no less favorable than 
those set forth in the relevant policy in effect on the date of this Agreement; provided that the annual cost thereof shall not exceed 300% of the 
annual cost of such policies as of the date hereof. If such no less favorable insurance coverage cannot be maintained for such cost, Duke shall 
maintain the most advantageous policies of directors’ and officers’ insurance otherwise obtainable for such cost. Prior to the Effective Time, 
Progress may purchase a six-year “tail” prepaid policy on terms and conditions no less advantageous to the Progress Indemnified Parties, or any 
other person entitled to the benefit of Sections 5.08(a) and (b), as applicable, tlm the existing directors’ and officers’ liability (and fiduciary) 
insurance maintained by Progress, covering without limitation the transactions contemplated hereby; grovided that the aggregate cost thereof s l d l  
not exceed 600% of the annual cost of the directors’ and officers’ liability (and fiduciary) insurance maintained by Progress as of the date hereof. If 
such “tail” prepaid policy has been obtained by Progress prior to the Effective Time, it shall satisfy the obligations set forth in the first two 
sentences of this paragraph @) and Duke shall, after the Effective Time, maintain such policy in full force and effect, for its full term, and continue 
to honor its obligations thereunder. 

(c) From and after the Effective Time, Duke will cause the Surviving Corporation to indemnifjr and hold harmless each present director and 
officer of Progress or any of its subsidiaries (in each case, for acts or failures to act in such capacity), determined as of the date hereof, and any 
n ~ o n  who becomes such a director or officer between the date hereof and the Effective Time (collectively, the “Progress Indemnified Parties”), 

nst any costs or expenses (includmg reasonable attorneys’ fees, costs and expenses), judgments, fines, losses, claims, damages or Lab 
ucurred in connection with any claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out 
of matters existing or occuxring at or prior to the Effective Time, whether asserted or claimed prior to, at or after the Effective Time (including any 
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matters arising in conne 
will cause the Surviving 
extent permitted under applicable law; provided that ifrequired by applicable law the person to whom expenses are advanced provides an 
undertakmg to repay such advances if it is ultimately determined that such person is not entitled to indemnifkation); and provided> further, that any 

ss Indemnified Party is entitled to indedicat ion or advancement of expenses hereunder pursuant to 
,+able law shall be made pendent counsel jointly selected by the Surviving Corporation and such Progress Indemnified Party. 

contemplated by flis Agreement), to the fullest extent permitted by applicable law (and Duke 
ce expenses (including reasonable attorneys’ fees, costs and expenses) as incurred to the fullest 

mnination as to whether 

(d) The obligations of Duke and the Surviving Corporation under this Section 5.08 shall not be terminated or modified by such parties in a 
manner so as to adversely affect any Progress Indemnified Party, or any other person entitled to the benefit of Sections 5.08(a) and (b), as the case 
may be, to whom this Section 5.08 applies without the consent of tlie affected Progress Indemnified Party, or such other person, as the case may be. 
If Duke, the Surviving Corporation or any of their respective successors or assigns (i) shall consolidate with or merge into any other corporation or 
entity and shall not be the continuing or surviving corporation or entity of such consolidation or merger or (ii) shall transfer all or substantially all of 

individual, corporation or other entity, then, and in each such case, proper pr 
or the Surviving Corporation, as the case may be, shall assume all of the ob 

shall be made so that the 
of Duke, or the Surviving 

Corporation, as the case may be, set forth in this Section5.08. 

(e) The provisions of Section 5.08 are (i) intended to be for the benefit of, and will be enforceable by, each indemnified party, his or her heirs 
and his or her representatives and (ii) in addition to, and not in substitution for, any other rights to indemnification, advancement, exculpation or 
contribution that any such person may have by contract or otherwise. 

Section 5.09 Fees and Expenses. (a) Except as provided in this Section 5.09, all fees and expenses incurred in connection with the Merger, 
tlk Agreement and the transactions contemplated by tiis Agreement shall be paid by tlie party incurring such fees or expenses, whether or not the 
Merger is consummated, except that each of Progress and Duke shall each bear and pay one-half of the costs and expenses incurred in connection 
with (1) the 
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printing andmaihg of tlie Form S-4 and the Joint Proxy Statement (including SEC fihg fees), (2) the filings of the premerger notification 
report forms under the HSR Act (including filing fees) and (3) the preparation and filing of all applications, filings or other materials witli the 

rr‘SC, PUCO, the NCUC, the IURC, the KPSC and the PSCSC. The S w  Corporation shall file any return with respect to, and shall pay, any 
state or local taxes (including penalties or interest with respect thereto), if any, that are attributable to (i) the transfer of the beneficial ownership of 
Progress’s real property and (ii) the transfer of Progress Common Stock pursuant to this Agreement as a result of the Merger. Progress and Duke 
shall cooperate with respect to the filing of such returns, including supplying any information that is reasonably necessary to complete such 
returns. 

(b) Progress shall immediately pay Duke a fee equal to $400 million (the “Progress Termination Fee”) minus any amounts as may have been 
previously paid by Progress pursuant to Section 5.09(d), payable by wire transfer of same day funds, in the event tlxtt: 

person shall have publicly announced an intention (whether or not conditional) to make a Progress Takeover Proposal, (y) thereafter this 
Agreement is terminated by Progress pursuant to Section 7.01 (b)(i) and (2) within six months of such termination Progress or any of its subsidiaries 
enters into any Progress Acquisition Agreement or consummates any Progress Takeover Proposal, in either case with the person (or an affiliate of 
such person) that made the Progress Takeover Proposal referred to in clause (x), or 

(i) following the Progress Shareholder Approval, (x) a Progress Takeover Proposal shall have been made known to Progress or any 

(ii) prior to or during the Progress Shareholders Meeting (or any subsequent meeting of Progress shareholders at which it is proposed 
that the Merger be approved), (x) a Progress Takeover Proposal shall have been publicly disclosed or any person shall have publicly announced an 
intention (whether or not conditional) to make a Progress Takeover Proposal, (y) thereafter this Agreement is terminated by either Progress or 
Duke pursuant to Section 7.01(b)(iii), and (z) within 12 months of such termination Progress or any of its subsidiaries enters into any Progress 
Acquisition Agreement or consummates any Progress Takeover Proposal, in either case with the person (or an affiliate of such person) that made 
the Progress Takeover Proposal referred to in clause (x), or 

(iii) this Agreement is terminated by Progress pursuant to Section 7.01 (d), or 

(iv) this Agreement is terminated by Duke pursuant to Section 7.01(h)(i), provided, however, that if this Agreement is terminated by 
Duke pursuant to Section 7.01 (li)(i) as a result of the Board of Directors of Progress (or any committee thereof) having withdrawn or modified, or 
nroposed publicly to withdraw or modi@, the approval or recommendation by such Board of Directors of this Agreement or the Merger primarily 

to adverse conditions, events or actions of or relating to Duke, the Progress Termination Fee shall not be payable to Duke, or 

(v) this Agreement is terminated by Duke pursuant to 7.01 (h)(iii). 
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For the purposes of Section 5.09(b)(i) and (ii), the terms “Progress Acquisition Agreement” and “Progress Takeover Proposal” slmll have the 
meanings assigned to such terms in Section 4.03 (except that the references to “20%” in the definition of “Progress Takeover Proposal” in 
Section 4.03(a) shall be deemed to be references to “50%) and the Termination Fee shall be immediately payable upon the first to occur of 
Progress entering into such Progress Acquisition Agreement or consummating such Progress Takeover Proposal. 

(c) Duke slmll immediately pay Progress a fee equal to $675 million (the “Puke Termination Fee”) minus any amounts as may have been 
previously paid by Duke pursuant to Section 5.09(e), payable by wire transfer of same day funds, in the event that 

have publicly announced an 
by Duke pursuant to Section 

(i) following the Duke Shareholder Approval, (x) a Duke Takeover Proposal shall have been made known to Duke or any person shall 
onal) to make a Duke Takeover Proposal, 0) thereafter this Agreement is terminated 
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(z) within six months of such termination Duke or any of its subsidiaries enters into any Duke Acquisition Agreement or consummates any Duke 
Takeover Proposal, in either case with the person (or an affiliate of such person) that made the Duke Takeover Proposal referred to in clause (x), 
or 

(ii) prior to or during the Duke Shareliolders Meeting (or any subsequent meetmg of Duke shareholders at wlich it is proposed that the 
Duke Share Issuance or Duke Charter Amendment be approved), (x) a Duke Takeover Proposal shall have been publicly disclosed or any person 
shall have publicly announced an intention (whether or not conditional) to make a Duke Takeover Proposal, 0) thereafter this Agreement is 
terminated by either Progress or Duke pursuant to Section 7.01(b)(ii), and (z) w i t h  12 months of such termination Duke or any of its subsidiaries 
enters into any Duke Acquisition Agreement or consummates any Duke Takeover Proposal, in either case with the person (or an affiliate of such 
person) that made the Duke Takeover Proposal referred to in clause (x), or 

(iii) this Agreement is terminated by Duke pursuant to Section 7.01(f), or 

(iv) this Agreement is terminated by Progress pursuant to Section 7.01 (g)(i), provided, however, that if this Agr 
”-qgress pursuant to Section 7.01 (g)(i) as a result of the Boar 

posed publicly to withdraw or modify, the approval or rec 
Amendment primarily-due to adverse conditions, events or actions of or relating to Progress, the Duke Termination Fee shall not be payable to 
Progress, or 

of Duke (or any committee thereof) having wi 
by such Board of Directors of the Duke Share Issuance or Duke Charter 

(v) this Agreement is terminated by Progress pursuant to 7.01 (g)(iii). 

For the purposes of Section 5.09(c)(i) and (ii), the terms “Duke Acquisition Agreement” and “Duke Takeover Proposal” shall lxve the meanings 
assigned to such terms in Section 4.04 (except that the references to ‘ 2 0 %  in the definition of “Duke Takeover Proposal” in Section 4.04(a) shall 
be deemed to be references to “50%”) and the Duke Termination Fee shall be immediately payable upon the first to occur of Duke entering into 
such Duke Acquisition Agreement or consummating such Duke Takeover Proposal. 

(d) If this Ageement is terminated (i) by Progress or Duke pursuant to Section 7.01 (b)(iii) (after the public disclosure of a Progress Takeover 
Proposal or the announcement by any person of the intention (whether or not conditional) to make a Progress Takeover Proposal and in each case 
there shall not have been a bona fide withdrawal thereof prior to the Progress Shareholders Meeting) or (ii) by Duke pursuant to Section 7.01(e), 
Progress shall reimburse Duke promptly upon demand, but in no event later than three business days after the date of such demand, by wire transfer 
of same day funds, for all reasonable, out-of-pocket fees and expenses incurred or paid by or on behalf of, Duke in connection with the Merger or 
the transactions contemplated by this Agreement, including all reasonable fees and expenses of counsel, investment banking fms,  accountants, 
experts and consultants to Duke; provided, bowever, that Progress shall not be obligated to make payments pursuant to this Section 5.09(d) in 
excess of $30,000,000 in the aggregate. 

(e) If this Agreement is terminated (i) by Progress or Duke pursuant to Section 7.0l(b)(ii) (after the public disclosure of a Duke Takeover 
Proposal or the announcement by any person of the intention (whether or not conditional) to make a Duke Takeover Proposal and in each case 
there shall not have been a bona fide withdrawal thereof prior to the Duke shareholders Meeting), or (ii) by Progress pursuant to Section 7.01 (c), 
Duke shall reimburse Progress promptly upon demand, but in no event later than three business days after the date of such demand, by wire transfer 
of same day funds, for all reasonable, out-of-pocket fees and expenses incurred or paid by or on behalf of, Progress in connection with the Merger 
or the transactions contemplated by this Agreement, including all reasonable fees and expenses of counsel, investment banking firms, accountants, 
experts and consultants to Progress; provided, however, that Duke shall not be obligated to make payments pursuant to this Section 5.09(e) in 

~ S S  of $30,000,000 in ffie aggregate. 
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(f) Progress acknowledges that the 
this Agreement, and that, without the 

nts contained in Se 
ents, Duke would 

5.09(d) are an integral part of the transactions contemplated 
Agreement; accordingly, if Progress fails promptly to pay 

the amount due pursuant to Section 5.09(b) or 5.09(d), and, in order to obtain such payment, Duke commences a suit that results in ajudgment 
against Progress for the fees set forth in Section 5.09(b) or 5.09(d), Progress shall pay to Duke its costs and expenses (includmg attorneys’ fees and 
expenses) in connection with such suit, together with interest on the amount of the fee at the prime rate of Citibank N.A. in effect on the date such 
payment was required to be made. 

(g) Duke acknowledges that the agreements contained in Sections 5.09(c) and 5.09(e) are an integral part of the transactions contemplated by 
this Agreement, and thaf Without these agreements, Progress would not enter into this Agreement; accordingly, if Duke fails promptly to pay the 
amount due pursuant to Section 5.09(c) or 5.09(e), an4 in order to obtain such paymenf Progress commences a suit that results in a judgment 
against Duke for the fees set forth in Section 5.09(c) or 5.09(e), Duke shall pay to Progress its costs and expenses (including attorneys’ fees and 
expenses) in connection with such suit, together with interest on the amount of the fee at the prime rate of Citibank N.A. in effect on the date such 
payment was required to be made. 

Section 5.10 Public Announcements. Progress and Duke will consult with each other before issuing, and provide each other the reasonable 
opportunity to review, comment upon and concur with, any press release or other public statements with respect to the transactions contemplated 
by th is Agreement, including tlie Merger, and shall not issue any such press release or make any such public statement prior to such consultation, 
except as any party, after consultation with counsel, determines is required by applicable law or applicable rule or regulation of the NYSE. 

Section 5.11 Affiliates. As soon as practicable after the date of this Agreement, Progress shall deliver to Duke, and Duke s l d l  deliver to 
Progress, a letter identifying all persons who are, at the time this Agreement is submitted for adoption by the respective shareholders of Duke and 
Progress, “affiliates” of Progress or Duke, as the case may be, for purposes of Rule 145 under the Securities Act 

Section 5.12 NYSE Listing. Duke shall use its reasonable best efforts to cause the shares of Duke Common Stock issuable to Progress’s 
shareholders as contemplated by this Agreement to be approved for listing on the NYSE, subject to official notice of issuance, as promptly as 
practicable after the date of this Agreement, and in any event prior to the Closing Date. 

Section 5.13 Shareholder LitiFatim. Each of Progress and Duke shall give the other the reasonable opportunity to consult concerning the 
3nse of any shareholder litigation against Progress or Duke, as applicable, or any of their respective directors or officers relating to the 
,Isactions contemplated by this Agreement. 

Section 5.14 Tax-Free Reorganization Treatment. The parties to this Agreement intend that the Merger will qual@ as a reorganization under 
Section 368(a) of the Code, and each shall not, and shall not permit any of their respective subsidiaries to, take any action, or fail to take any action, 
that would reasonably be expected to jeopardize the qualification of the Merger as a reorganization under Section 368(a) of the Code. 

Section 5.15 Standstill Agreements: Confidentiality Agreements. During the period from the date of this Agreement through the Effective 
Time, neither Progress nor Duke shall terminate, amend, mod@ or waive any provision of any confidentiality or standstill agreement to which it or 
any of its respective subsidiaries is a party except (i) as required by applicable law, (ii) during the Progress Applicable Period in the case of 
Progress or during the Duke Applicable Period in the case of Duke, neither party shall enforce any standstill agreements or similar obligations in 
effect on the date of this Agreement in any manner that might prevent a third party from requesting permission to submit a Progress Takeover 
Proposal in accordance with Section 4.03 or a Duke Takeover Proposal in accordance with Section 4.04, as applicable or (iii) if the Board of 
Directors of the applicable party determines in good faitli that failure to do so could reasonably be expected to result in a breach 
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of its fiduciary obligations under applicable law. Except as provided in the fxst sentence of this Section 5.15, Progress or Duke, as the case may be, 
shall enforce any confidentiality or standstill agreement to which it or any of its respective subsidiaries is a party, including by seeking injunctions 
to prevent any breaches of such agreements and to enforce specifically the terms and provisions thereof, to the fullest extent permitted under 
applicable law. 
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ARTICLE VI 

CONDITIONS PRECEDENT 

Section 6.01 Conditions to Each Party’s Obligation to Effect the Merger. The respective obligation of each party to effect the Merger is 

(a) Shareholder Approvals. Each of the Duke Shareholder Approval and the Progress Shareholder Approval shall have been obtained. 

(b) No Injunctions or Restraints. No (i) te rder or 
state court of competent jurisdiction preventing Merge of the 
Merger (collectively, “Restraints”) shall be in effect 

.L?ject to the satisfaction or waiver by Progress and Duke on or prior to the Closing Date of the following conditions: 

or 

(c) Form S-4. The Form S-4 shall have become effective under the Securities Act and shall not be the subject of any stop order or 
proceedmgs seelung a stop order and no proceedings for that purpose shall have been initiated or overtly threatened by the SEC. 

(d) NYSE Listing. The shares of Duke Common Stock issuable to Progress’s shareholders as contemplated by this Agreement shall have 
been approved for listing on the NYSE, subject to official notice of issuance. 

(e) Charter Amendment. The Duke Charter Amendment shall have become effective. 

Section 6.02 Conditions to Oblieations of Prowess. The obligation of Progress to effect the Merger is further subject to satisfaction or waiver 
of the following conditions: 

(a) Representations and Warranties. The representations and warranties of Duke set forth herein shall be true and correct both when made 
and at and as of the Closing Date, as if made at and as of such time (except to the extent expressly made as of an earlier date, in which case as of 
such date), except where the failure of such representations and warranties to be so true and correct (without giving effect to any limitation as to 
“materiality” or “material adverse effect” set forth therein) does not have, and could not reasonably be expected to have, individually or in the 
aggregate, a material adverse effect on Duke. 

(b) performance of Obligations of Duke. Duke shall have performed in all material respects all obligations required to be performed by it 
under this Agreement at or prior to the Closing Date. 

(c) Tax Opinion. Propress shall have received a written opinion &om Hunton & Williams LLP, counsel to Progress, dated as of the Closing 
e, to the effect that the Merger will qualify as a reorganization under Section 368(a) of the Code. Such counsel shall be entitled to rely upon 

Iepresentation letters from each of Duke, Progress, Merger Sub and others, in each case, in form and substance reasonably satisfactory to such 
counsel. Each such representation letter shall be dated as of the date of such opinion. The opinion condition referred to in this Section 6.02(c) shall 
not be waivable after receipt of the Progress Slmreliolder Approval, unless furtlier approval of the shareholders of Progress is obtained with 
appropriate disclosure. 

(d) Statutory Approvals. The Progress Required Statutory Approvals and the Duke Required Statutory Approvals shall have been obtained 
(including, in each case, the expiration or termination of the waiting periods (and any extensions thereof) under the HSR Act applicable to the 
Merger and the transactions contemplated by this Agreement) at or prior to the Effective Time, such approvals shall have become Final Orders (as 
defiied below) and neither (i) such Final Orders nor (ii) any other order, action or regulatory condition of a regulatory body shall impose terms or 
conditions that, individually or in the aggregate, could reasonably be expected to have a Burdensome Effect on Progress or Duke. A “Final Order” 
means action by the relevant Governmental Authority 
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that has not been reversed, stayed, enjoined, set aside, annulled or suspended, with respect to which any waiting period prescribed by law before 
the transactions contemplated hereby may be consummated has expired (a “Final Order Waiting Period”), and as to which all conditions to the 
consummation of such transactions prescribed by law, regulation or order lmve been satisfied. 

(e) No Material Adverse Effect. Except as disclosed in the Duke SEC Reports filed on or after January 1,201 0 and prior to the date hereof or 
in any specific section of the Duke Disclosure Letter correspondmg to Section 3.02, since December 31,2009, there slmll not have been any 
change, event, occurrence or development that, individually or in the aggregate, has had or could reasonably be expected to have a material adverse 
effect onDuke. 

(f) Closing Certificates. Progress shall have received a certificate signed by an executive officer of Duke, dated the Effective Time, to the 
effect thac to such officer’s knowledge, the conditions set forth in Sections 6.02(a), 6.02(b) and 6.02(e) have been satisfied. 
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Section 6.03 Conditions to Oblipations of Duke. The obligation of Duke to effect the Merger is further subject to satisfaction or waiver of the 

s of Progress set forth herein shaE be true and correct both when made 
o ihe extent expressly made as of an earlier date, in which case as of 

1 date), except where the failure of such representations andwarranties to be so true and correct (without giving effect to any limitation as to 

Remesentations and Warranties. The representations and warr 
losing Date, as if made at and as of such h e  ( 

i 

‘inateriahty” or “material adverse effect” set forth therein) does not have, and could not reasonably be expected to have, individually or in the 
aggregate, a material adverse effect on Progress. 

(b) Performance of Oblipations of Progress. Progress shall have perfmed in all material respects all obligations required to be performed by 
it under this Agreement at or prior to the Closing Date. 

(e) Tax Ouinion. Duke shall have received a written opinion from Wachtell, Lipton, Rosen & Katz, counsel to Duke, dated as of the Closing 
Date, to the effect that the Merger will qualify as a reorganization under Section 368(a) of the Code. Such counsel shall be entitled to rely upon 
representation letters from each of Duke, Progress, Merger Sub and others, in each case, in form and substance reasonably satisfactory to such 
counsel. Each such representation letter shall be dated as of the date of such opinion. The opinion condition referred to in this Section 6.03(c) shall 
not be waivable after receipt of the Duke Shareholder Approval, unless M i e r  approval of the shareholders of Duke is obtained with appropriate 
disclosure. 

(d) Statutorv Approvals. The Progress Required Statutory Approvals and the Duke Required Statutory Approvals shall have been obtained 
(includmg, each case, the expiration or termination of the waiting periods (and any extensions thereof) under the HSR Act applicable to the 
Merger and the transactions contemplated by this Agreement) at or prior to the Effective Time, such approvals shall have become Final Orders and 
neither (i) suchFina1 Orders nor (ii) any other order, action or regulatory condition of aregulatory body shall impose terms or conditions that, 
individually or in the aggregate, could reasonably be expected to have a Burdensome Effect on Duke or Progress. 

(e) No Material Adverse Effect. Except as disclosed in the Progress SEC Reports filed on or after January 1,201 0 and prior to the date hereof 
or in any specific section of the Progress Disclosure Letter corresponding to Section 3.01, since December 31, 2009, there shall not have been any 
change, evenf occurrence or development that., individually or in the aggregate, has had or could reasonably be expected to have a material adverse 
effect onProgress. 

(f) Closinz Certificates. Duke shall have received a certificate signed by an executive officer of Progress, dated the Effective Time, to the 
effect thac to such officer’s knowledge, tlie conditions set forth in Sections 6.03(a), 6.03(b) and 6.03(e) have been satisfied. 
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Section6.04 Frustration of Closinp Conditions. Neither Progress nor Duke may rely onthe failure of any condition set forth in Section 6.01, 
6.02 or 6.03, as the case may be, to be satisfied if such failure was caused by such party’s failure to use reasonable best efforts to consummate the 
Merger and the other transactions contemplated by this Agreement, to the extent required by and subject to Section 5.05. 

ARTICLE V I I  

TERMINATION, AMENDMENT AND WATVER 

Section 7.01 -. This Agreement may be terminated at any time prior to the Effective Time, whether before or (other than pursuant 

(a) by mutual written consent of Progress and Duke; 

(b) by either Progress or Duke: 

to clauses (d), (f), (g) or (h) below) after the Progress Shareholder Approval or the Duke Shareholder Approval 

(i) iftlie Merger shall not have been consummated by the 12-month anniversary of the date of this Agreement (the ‘‘Initial Termination w); provided, however, that the right to terminate this Agreement pursuant to this Section 7.01(b)(i) shall not be available to any party whose 
failure to perform any of its obligations under tl& Agreement results in the failure of the Merger to be consummated by such time; and provided, 
further, that (A) if on the Initial Termination Date the conditions to the Closing set forth in Sections 6.01 (b), 6.02(d) and/or 6.03(d) shall not have 
been fulfilled but all other conditions to the Closing shall have been Willed or shall be capable of being fulfilled, then either party may (on one or 
more occasions) ex?end the Initial Termination Date up to the 18-month anniversary of the date of this Agreement and (E3) if the Initial Termination 
h t e  (as it may be ex?ended pursuant to clause (A) of this Section 7.01 (b)(i)) s Id l  occur during any Final Order Waiting Period, the Initial 

nination Date shall be extended until tlie tlird business day after tlie expiration of such Final Order Waiting Period; 

(ii) if the Duke Shareholder Approval shall not have been obtained at a Duke Shareholders Meeting duly convened therefor or at any 
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adjournment or postponement thereof; 

(iii) if tlie Progress Shareholder Approval shall not have been obtained at a Progress Shareholders Meeting duly convened therefor or at 
any adjournment or postponement thereof; 

(iv) if any Restraint having any of the effects set forth in Section 6.01(b) shall be in effect and shall have become final and 
nonappealable; the party seeking to 
efforts to preve f and to remove such 

Agreement pursuant to this Section 7.0l(b)(iv) shall have used its reasonable best 

(v) if any condition to the obligation of such party to consummate er set forth in Section 6.02 (in the case of Progress) or in 
Termination Date (or, if the Initial Termination Date is Section 6.03 (in the case of Duke) becomes incapable of satisfaction prior to tlie 

extended in accordance with the second proviso to Section 7.01 (b)(i), such date as extended); provided, however, in the case of Sect.ion 6.02(d) and 
pursuant to the second 
is not the result of a m 

o to Section 7.01(b)(i); and 
breach of this Agreement by the 

party seelung to terminate this Agreement; 

(c) by Progress, if Duke shall have breached or failed to perform in any material respect any of its representations, warranties, covenants or 
other agreements contained in this Agreement, which breach or failure to perform (A) would give rise to the failure of a condition set forth in 
Section 6.02(a) or (b), and (13) is incapable of being cured by Duke or is not cured by Duke within 60 days following receipt of written notice from 
Progress of such breach or failure to perform; 
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(d) by Progress in accordance with Section 4.03(b); provided, that, in order for the termination of this Agreement pursuant to this paragraph 
(d) to be deemed effective, Progress shall have complied with Section 4.03 and with applicable requirements, includmg the payment of the 
Progress Termination Fee, of Section 5.09; 

(e) by Duke, if Progress shall have breached or failed to perform in any material respect any of its representations, warranties, covenants or 
5r agreements contained in this Agreement, which breach or failure to perform (A) would give rise to the failure of a condition set forth. in 
,tion 6.03(a) or (b), and (B) is incapable of being cured by Progress or is not cured by Progress within 60 days following receipt of written notice 

from Duke of such breach or failure to perform; 

(f) by Duke in accordance with Section 4.04(b); provided, that, in order for the termination of this Agreement pursuant to this paragraph (0 to 
be deemed effective, Duke shall have complied with Section 4.04 and with applicable requirements, includmg the payment of the Duke 
Termination Fee, of Section 5.09; 

(g) by Progress, if the Board of Directors of Duke (or any committee thereof) (i) shall have withdrawn or modified, or proposed publicly to 
withdraw or modify, flie approval or recommendation by such Board of Directors of the Duke Charter Amendment or the Duke Share Issuance, 
(ii) shall fail to reaffm such approval or recommendation within 15 business days of receipt of Progress’s written request at any time when a 
Duke Takeover Proposal shall have been made and not rejected by the Board of Directors of Duke; provided, that, such 15-business day period 
shall be extended for ten business days following any material modification to such Duke Takeover Proposal occurring after the receipt of 
Progress’s written request andprovided, further, that such 15-business day period shall recommence eachtime a Duke Takeover Proposal has 
been made following the receipt of Progress’s written request by a person that had not made a Duke Takeover Proposal prior to the receipt of 
Progress’s written request, or (iii) shall have approved or recommended, or proposed to approve or recommend, a Duke Takeover Proposal; or 

(h) by Duke, if the Board of Directors of Progress (or any committee thereof) (i) shall have withdrawn or modified, or proposed publicly to 
withdraw or modify, the approval or recommendation by such Board of Directors of this Agreement or the Merger, (ii) shall fail to r e a f f i  such 
approval or recommendation within 15 business days of receipt of Duke’s written request at any time when a Progress Takeover Proposal shall 
have been made and not rejected by the Board of Directors of Progress; provided, thac such 15-business day period shall be extended for ten 
business days following any material modification to such Progress Takeover Proposal occurring after the receipt of Duke’s written request and 
provided, further, that such 15-business day period shall recommence each time a Progress Takeover Proposal has been made following the receipt 
of Duke’s written request by a person that had not made a Progress Takeover Proposal prior to the receipt of Duke’s written request, or (iii) shall 
have approved or recommended, or proposed to approve or recommend, a Progress Takeover Proposal. 

Section 7.02 Effect of Termination. (a) In the event of termination of this Agreement by either Duke or Progress as provided in Section 7.01, 

the provisions of Section 5.09, this Section 7.02 and Article Vm, which provisions shall survive such termination, and except to the extent that 
this Agreement shall forthwith become null and void and have no effect, without any liability or obligation on the part of Progress or Duke, other 

such termination results &om the willful and m a t e d  breach by a party of any of its representations, warranties, covenants or agreements set forth 
in this Agreemenf in which case such termination shall not relieve any party of any liability or damages resulting from its willful and m a t e d  
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breach of this Agreement (includmg any such case in wlicli a Progress Termination Fee or a Duke Termination Fee, as tlie case may be, is, or any 
expenses of Progress or Duke in connection with the transactions contemplated by 
Progress or Duke, as the case may be (the “Injured Party”), to the extent any such 1 
amount of the Progress Termination Fee, in the circumstance in which Duke is tlie Injured Party, or the Duke Termination Fee, in the circumstance 

vhich Progress is the Injured Party and any expenses payable pursuant to Section 5.09 to ihe Injured Party, it being the intent that any Progress 

reement are, payable pursuant. to Section 5.09 to 
or damage suffered by tlie Injured Party exceeds the 

,mination Fee, Duke Termination Fee and any expenses paid to the Injured Party shall serve as a credit against and off-set any liability or 
damage suffered by the Injured Party to the extent of such payment). 
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(b) In the event Duke terminates this Agreement pursuant to Section 7.01 (h)(i) as a result of the Board of Directors of Progress having 
withdrawn or modified, or proposed to publicly withdraw or modify, the approval or recommendation by such Board of Directors of this 
Agreement or the Merger diat was made primarily due to adverse conditions, events or actions of or relating to Duke, in any judicial, court or 
tribunal proceeding in which the payment of the Progress Termination Fee is at issue under the proviso in Section 5.09(b)(iv), whether brought or 
initiated by Duke or Progress, Progress s l i d  have the burden of proving tlmt the Board of Directors of Progress withdrew or modified, or proposed 
publicly to withdraw or modify, the approval or recommendation by such Board of Directors of this Agreement or the Merger primarily due to 
adverse conditions, events or actions of or relating to Duke. 

(c) In the event Progress terminates this Agreement pursuant to Section 7.01 (g)(i) as a result of the Board of Directors of Duke having 
withdrawn or modified, or proposed to publicly withdraw or modify, the approval or recommendation by such Board of Directors of the Duke 
Share Issuance and the Duke Charter Amendment that was made primarily due to adverse conditions, events or actions of or relating to Progress, 
in any judicial, court or tribunal proceedmg in which the payment of the Duke Termination Fee is at issue under the proviso in Section 5.09(c)(iv), 
whether brought or initiated by Progress or Duke, Duke shall have the burden of proving that tlie Board of Directors of Duke withdrew or 
modified, or proposed publicly to 
the Duke Charter Amendment 

aw or modify, the approval or recommendation by such Board of Directors of the Duke Share Issuance and 
due to adverse conditions, events or actions of or relating to Progress. 

Section 7.03 hendment .  This Agreement may be amended by the parties at any time before or after the Duke Shareholder Approval or the 

her approval by the shareholders of Duke or Progress without the further approval of such shareholders. This Agreement may not be amended 
TI .?grew Shareholder Approval; provided, however, that after any such approval, there shall not be made any amendment that by law requires 

except by an instrument in writing signed on behalf of each of the parties. 

Section 7.04 Extension: Waiver. At any time prior to the Effective Time, a party may (a) extend the time for the performance of any of the 
obligations or other acts of the other parties, (b) waive any inaccuracies in the representations and warranties of the other parties contained in this 
Agreement or in any document delivered pursuant to this Agreement or (c) subject to the proviso of Section 7.03, waive compliance by the other 
parties witli any of the agreements or conditions contained in this Agreement. Any agreement on the part of a party to any such extension or waiver 
shall be valid only if set forth in an instrument in writing signed on behalf of such party. The failure of any party to tliis Agreement to assert any of 
its rights under this Agreement or otherwise shall not constitute a waiver of such rights. 
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ARTICLE VILI 

GENERAL PROVISIONS 

Section 8.01 Nonsurvival of Representations and Warranties. None of the representations and warranties in this Agreement or in any 
instrument delivered pursuant to this Agreement shall survive the Effective Time. This Section 8.01 shall not limit any covenant or agreement of 
the parties that by its terms contemplates performance after the Effective Time and such provisions shall survive the Effective Time. 

Section 8.02 Notices. All notices, requests, claims, demands and other communications under this Agreement shall be in writing and shall be 
deemed given (as of the time of delivery or, in the case of a telecopied communication, of c o d i a t i o n )  if delivered personally, telecopied (which 
is confirmed) or sent by overnight courier (providing proof of delivery) to the parties at the following addresses (or at such other address for a party 

qhall be specified by like notice): 

if to Duke, to: 

Duke Energy Corporation 
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526 South church Street 
Charlotte, North Carolina 28202 

Attention: Marc E. Manly 
Telecopy No.: (704) 382-7705 

with a copy to: 

Wachtell, Lipton, Rosen & Katz 
51 West 52nd Street 
New York, New York 1001 9 

Attention: Steven A. Rosenblum 
Telecopy No.: (21 2) 403-2000 

if to Progress, to: 

Progress Energy, h e .  
41 0 S. Wilmington Street 
Raleigh, North Carolina 27602 

Attention: Jolm R. McArthw 
Telecopy No.: (91 9) 546-5245 

wiih a copy to: 

Hunton & Williams LLP 
200 Park Avenue 
New York, New York 10166 

Attention: James A. Jones, III 
Telecopy No.: (21 2) 309- 11 00 

and 

Hunton & Williams LLP 
One Bank of America Plaza, Suite 1400 
421 Fayetteville Street 
Raleigh, North Carolina 27601 

Attention: Timothy S. Goettel 
Telecopy No.: (91 9) 833-6352 
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Section 8.03 Definitions. For purposes of this Agreement 

(a) an “affiliate” of any person means another person that directly or indirectly, through one or more intermediaries, controls, is controlled by, 
or is under common control with, such f i t  person, where “control” means the possession, directly or indirectly, of the power to direct or cause the 
direction of the management policies of a person, whether through the ownership of voting securities, by contract, as trustee or executor, or 
otherwise; 

@) “capital stock” or ‘<shares of capital stock” means (i) with respect to a corporation, as determined under the laws of the jurisdiction of 
organization of such entity, capital stock or such shares of capital stock; (ii) with respect to a partnership, limited liability company, or similar 
entity, as determined under the laws of the jurisdiction of organization of such entity, units, interests, or other partnership or limited liability 
company interests; or (iii) any other equity ownership or participation; 

(e) “Contract”means any legally binding written or oral agreement, contract, subcontract, lease, instnunen$ note, license or sublicense; 

(d) “material adverse effect” means, when used in connection with Progress or Duke, as the case may be, any change, effect, event, 
occurrence or state of facts (i) that is materially adverse to the business, assets, properties, financial condition or results of operations of such 
person and its subsidiaries taken as a whole but excluding any of the foregoing resulting from (A) changes in international or national political or 
regulatory conditions generally (in each case, to the extent not disproportionately affecting the applicable person and its subsidiaries, taken as a 
whole, as compared to similarly situated persons), (B) changes or conditions generally affecting the U.S. economy or financial markets or 
generally affectmg any of the segments of tlie industry in which the applicable person or any of its subsidiaries operates (in each case, to the extent 

disproportionately affecting tlie applicable person and its subsidiaries, taken as a whole, as compared to similarly situated persons), (C) the 
.+Iomicement or consummation of, or compliance with, this Agreement, or @) any taking of any action by such party at the written request of the 

other party, or (ii) that prevents or materially delays such person &om performing its material obligations under this Agreement or consummation 
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of the transactions contemplated hereby; 

(e) “person” means an individual, corporation, partnership, limited liability company, joint venture, association, trust, unincorporated 
~wmization or other entity; 

(f) “subsidim” means, with respect to any person, any other person, whether incorporated or Unincorporated, of which more than 50% of 
either the equity 
owned by such fmt 

or the voting control of, such other person is, directly or ctly through subsidiaries or otherwise, beneficially 

(g) “knowledge” means (i) with respect to Progress, the actual knowledge of the persons listed in Section 8.03(g) of the Progress Disclosure 
Letter, and (ii) with respect to Duke, the actual knowledge of the persons listed in Section 8.03(g) of the Duke Disclosure Letter. 

reference shall b S 

contained in this 
Whenever the words “include,” “includes” or “includmg” are used in this Agreement, they s ld l  be deemed to be followed by the words “without 
limitation.” The words “hereof,” “herein“ and “hereunder” and words of similar import when used hi this Agreement shall refer to this Agreement 
as a whole and not to any particular provision of this Agreement. All terms defined in this Agreement shall have the defined meanings when used 
in any certificate or other document made or delivered pursuant hereto unless otherwise d 
Agreement are applicable to the singular as well as the plural forms of such terms and to the 

in. The definitions contained in this 
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well as to the feminine and neuter genders of such terms. Any agreement, instrument or statute defied or referred to herein or hi any agreement or 
instrument that is referred to herein means such agreement, instrument or statute as from time to time amended, modified or supplemented, 

statutes and references to all attachments thereto and instruments incorporated therein. References to a person are also to its permitted successors 
(in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor 

-1 assigns. 

the 
the 

(b) Each ofDuke and Progress has or may have set forth information in its respective disclosure letter in a sectionthereof that corresponds to 
section of this Agreement to which it relates. A matter set forth in one section of a disclosure letter need not be set forth in any other section of 
disclosure letter so long as its relevance to the latter section of the disclosure letter or section of this Agreement is readily apparent on the face 

of the information disclosed in the disclosure letter to the person to which such disclosure is being made. The fact that any item of information is 
disclosed in a disclosure letter to this Agreement shall not be construed to mean that such information is required to be disclosed by this 
Agreement. Such information and the dollar thresholds set forth herein shall not be used as a basis for interpreting the terms “material,” “material 
adverse effect” or other similar terms in this Agreement 

(c) Duke agrees to cause Merger Sub to comply with its obligations under this Agreement 

Section 8.05 Countemarts. This Agreement may be executed in one or more counterparts, all of which shall be considered one and the same 
agreement and shall become effective when one or more counterparts have been signed by each party and delivered to the other parties. 

Section 8.06 @tire Agreement: No Third-Pm Beneficiaries. This Agreement (includmg the documents and instruments referred to herein) 
and the Confidentiality Agreement (i) constitute the entire agreement, and supersede all prior agreements and understandmgs, both written and oral, 
among the parties wifh respect to the subject matter of this Agreement and (ii) except for the provisions of Section 5.08 (which shall be enforceable 
by the Indemnified Parties) and except for the rights of Progress’s shareholders to receive the Merger Consideration after the Effective Time in the 
event the Merger is consummated, are not intended to confer upon any person other than the parties any rights or remedies. The representations and 
warranties in this Agreement are the product of negotiations among the parties and are for the sole benefit of the parties. Any inaccuracies in such 
representations and warranties are subject to waiver by the parties in accordance with the terms of this Agreement without notice or liability to any 
other person The representations and warranties in this Agreement may represent an allocation among the parties of risks associated with 
particular matters regardless of the knowledge of any of the parties and may have been qualified by certain disclosures not reflected in the text of 
this Agreement. Accordmgly, persons other than the parties may not rely upon the representations and warranties in this Agreement as 
characterizations of actual facts or circumstances as of the date of this Agreement or as of any other date. 

Section 8.07 Govemine Law. This Agreement shall be governed by, and conshved in accordance with, the laws of the State of Delaware, 
Tdless of the laws that might otherwise govern under applicable principles of conflict of laws, except that matters related to the fiduciary 
.gations of the Progress Board of Directors shall be governed by the laws of the State of North Carolina. 

Section 8.08 Assignment. Neither this Agreement nor any of the rights, interests or obligations under this Agreement shall be assigned, in 
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whole or in part, by operation of law or otherwise by any of the parties hereto without the prior written consent of the other party. Any attempted or 
purported assignment in violation of the precedmg sentence shall be null and void and of no effect whatsoever. Subject to the preceding two 
sentences, this Agreement shall be binding upon, inure to the benefit of, and be enforceable by, the parties and their respective successors and 
assigns. 
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Section 8.09 ;Enforcement. 

(a) The parties agree that irreparable damage would occur and that the parties would not have any adequate remedy at law in the event that 
any of the provisions of this Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly 
agreed that the parties shall be entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms 
and provisions of this Agreement, without the necessity of posting bonds or similar undertakings in connection therewith, this being in a 
any other remedy to which they are entitled at law or in equity. 

(b) Each of the parties (i) irrevocably submits itself to the personal jurisdiction of each state or federal court sitting in the State of Delaware, 
as well as to the jurisdiction of all courts to which an appeal may be taken from such courts, in any suit, action or proceeding arising out of or 
relating to this Agreement or any of the transactions Contemplated herein, (ii) agrees that every such suit, action or p 
heard and determined exclusively in the Court of Chancery of the State of Delaware (provided that, in the event subj 
unavailable in or declined by the Court of Chancery, then all such claims shall be brought, heard and determined exclusively in any other state or 
federal court sitting in the State of Delaware), (iii) agrees that it shall not attempt to deny or defeat such personal jurisdiction by motion or other 
request for leave from such courf (iv) agrees not to bring any suit, action or proceeding arising out of or relating to this Agreement or any of the 
transactions contemplated herein in any other courf and (v) waives any defense of inconvenient forum to the maintenance of any suit, action or 
proceedmg so brought. 

shall be brought, 
jurisdiction is 

(c> Each of the parties agrees that service of any precess, summons, notice or document by U.S. registered mail to its address set forth in 
Section 8.02 shall be effective service of process for any action, suit or proceedmg brought against it, provided, however, that nothing contained in 
+'-e foregoing clause shall affect the right of any party to serve legal process in any other manner permitted by applicable Law. 

Section 8.10 Severability. If any term or other provision of this Agreement is invalid, illegal or incapable of being enforced by any rule of law 
or public policy, all other conditions and provisions of this Ageement shall nevertheless remain in full force and effect. Upon such determination 
that any term or other provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in good faith to modify this 
Agreement so as to effect the original intent of the m e s  as closely as possible to the hllest extent permitted by applicable law in an acceptable 
manner to the end that the transactions contemplated hereby are fulfilled to the extent possible. 

Section 8.1 1 Waiver of J u q  Trial. Each party to this Agreement knowingly and voluntarily waives, to the fullest extent permitted by 
applicable law, any right it may have to a .trial by jury in respect of any action, suit or proceeding arising out of or relating to this Agreement 
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W WITNESS W m O F ,  Duke, Merger Sub and Progress have caused this Agreement to be signed by their respective officers thereunto 
duly authorized, all as of the date fist  written above. 

DUKE ENERGY CORPORATION 

By /sf James E. Rogers 
Name: James E. Rogers 
Title: Chairman, President and Chief Executive 

Officer 

DIAMOND ACQUISITION CORPORATION 

By /sf David S. Mal&. 
Name: David S. Male 
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Title: Vice President 

PROGRESS ENERGY, INC. 

By Is/ William D. Johnson 
Name: William D. Jolmson 
Title: chairman, President and Chief Executive 

Officer 

- SIGNATURE PAGE TO Tl3E MERGER AGREEMENT- 
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Annex B 

January 8,201 1 
The Board of Directors 
Duke Energy Corporation 
526 South Church Street 
Charlotte, North Carolina 28202 

The Board of Directors: 

You have requested our opinion as to the fairness, from a financial point of view, to Duke Energy Corporation (“Duke Energy”) of the Exchange 
-ti0 (as defined below) in the proposed merger (the “Transaction”) of Diamond Acquisition Corporation, a wholly-owned subsidiary of Duke 
xgy (“Merger Sub”), with and into Progress Energy, Inc. (“Progress Energy”). Pursuant to an Agreement and Plan of Merger, dated as of 

January 8,201 1 (the “Agreement”), among Duke Energy, Merger Sub and Progress Energy, Progress Energy will become a wholly-owned 
subsidiary of Duke Energy and each outstandu7g share of the common stock, no par value per share, of Progress Energy (“Progress Energy 
Common Stock”), other than slmres of Progress Energy Common Stock owned by Prog 
Energy or Merger Sub which shares will be canceled, will be converted into the right 
common stock, par value $0.001 per share, of Duke Energy (“Duke Energy Common Stock”), subject to adjustment as contemplated by the 
Agreement for a reverse stock split of Duke Energy Common Stock (as to which we express no opinion). 

In connection with preparing our opinion, we have (i) reviewed the Agreement; (ii) reviewed certain publicly available business and f a c i a l  
information concerning Progress 
the Transaction with the publicly 
paid for such companies; (iv) compared the financial and operating performance of Progress Energy and Duke Energy with publicly available 
information concerning certain other companies we deemed relevant and reviewed the current and listorical market prices of Progress Energy 
Common Stock and Duke Energy Common Stock and certain publicly traded securities of such other companies; (v) reviewed certain internal 
f i c i a l  analyses and forecasts relating to the business of Progress Energy, including certain synthetic fuels tax credits, prepared by the 
management of Progress Energy (as adjusted and extended by the management of Duke Energy) and certain internal financial analyses and 
forecasts relating to the business of Duke Energy prepared by the management of Duke Energy, as well as f i c i a l  analyses and forecasts 
prepared by or at the direction of Duke Energy and Progress Energy (as adjusted by the management of Duke Energy) regarding the estimated 
amount and timing of the cost savings and related expenses and financial efficiencies expected to result from the Transaction (collectively, the 
“Efficiencies”); and (vi) performed such other financial studies and analyses and considered such other information as we deemed appropriate for 
the purposes of this opinion. 

In addition, we have held discussions with certain members of the managements of Progress Energy and Duke Energy with respect to certain 
aspects of the Transaction, and the past and current business operations of Progress Energy and Duke Energy, the f i c i a l  condition and future 
prospects and operations of Progress Energy and Duke Energy, the effects of the Transaction on the financial condition and future prospects of 
Progress Energy and Duke Energy, and certain other matters we believed necessary or appropriate to our inquiry. 

ergy (other than in a fiduciary capacity), Duke 
e 2.6125 shares (the “Exchange Etatio”) of the 

y and Duke Energy and the industries in 
e financial terms of certain transactio 

they operate; (iii) co 
ving companies we 

the proposed financial terms of 
relevant and the consideration 

‘.ring our opinion, we have relied upon and assumed the accuracy and completeness of all information that was publicly available or was 
lanished to or discussed with us by Progress Energy or Duke Energy or otherwise reviewed by or for us, and we have not independently verified 
(nor have we assumed responsibility or liability for independently verifjmg) any such information or its accuracy or completeness. We have not 
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conducted or been provided with. any valuation or appraisal of any assets or liabilities (contingent or otherwise), nor have we evaluated tlie 
solvency of Progress Energy or Duke Energy under any state or federal laws relating to bankruptcy, 
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insolvency or similar matters. In relying on financial analyses and forecasts provided to us or derived therefrom, including the Efficiencies, we 
have assumed that they have been reasonably prepared based on assumptions reflecting the best currently available estimates and judgments by 
management as to the expected hture results of operations and f i c i a l  condition of Progress Energy and Duke Energy to which such analyses or 
forecasts relate and other matters covered thereby. We express no view as to such analyses or forecasts (including the Efficiencies) or the 
assumptions on which they were based, including assumptions as to the timing and likely outcome of pending and future rate cases and other 
regulatory proceedings. We also have assumed that the Transaction will qualify as a tax-free reorganization for United States federal income tax 
purposes and will be consummated as described in the Agreement. We further have assumed that the representations and warranties made by 
Progress Energy, Duke Energy and Merger Sub in the Agreement and any related agreements are and will be true and correct in all respects 
material to our analysis and opinion. We are not leg4  regulatory or tax experts and have relied on the assessments made by advisors to Duke 
Energy with respect to such issues. In addition, we have assumed that all material governmental, regulatory or other consents and approvals 
necessary for the consummation of the Transaction will be obtained without any adverse effect on Progress Energy, Duke Energy or the 
contemplated benefits of the Transaction. 

Our opinion is necessarily based on economic, market and other conditions as in effect on, and the information made available to us as of, the date 
hereof. It should be understood that subsequent developments may affect this opinion and tliat we do not have any obligation to update, revise, or 
reaffirm this opinion. Our opinion is limited to the fairness, from a financial point of view, to Duke Energy of the Exchange Ratio in the proposed 
Transaction and we express no opinion as to the fairness of the Transaction to the holders of any class of securities, creditors or other constituencies 
of Duke Energy or as to the underlying decision by Duke Energy to engage in the Transaction. Furthermore, we express no opinion with respect to 
the amount or nature of any compensation to any officers, directors, or employees of any party to the Transaction, or any class of such persons, 
relative to the Exclmge Ratio in the Transaction or with respect to the fairness of any such cornpensation. We are expressing no opinion herein as 
to the prices at which Progress Energy Common Stock or Duke Energy Common Stock will trade at any future time. 

We have acted as financial advisor to Duke Energy with respect to the proposed Transaction and will receive a fee from Duke Energy for our 
services, a portion of which is payable upon delivery of this opinion and substantial portions of which will become payable only if the proposed 

nsaction is approved by Duke Energy's stockholders and if the proposed Transaction is consummated. In addition, Duke Energy has agreed to 
Jernrufy us for certain liabilities arising out of our engagement During the two years preceding the date of this letter, we and our affiliates have 

had commercial or investment banking relationships with Duke Energy, Progress Energy and/or their respective affiliates for which we and such 
affiliates have received customary compensation. Such services during such period lave included acting as (i) joint book-runner of certain offerings 
of debt securities by Duke Energy in August and January 2009, ( G )  manager of an offering of bonds by an affiliate of Duke Energy in June 201 0 
and (iii) joint b o o k - m e r  of an offering of common stock by Progress Energy in January 2009. In addition, our commercial banking affiliate is a 
lender under certain o u t s t a n b  credit facilities of Duke Energy and Progress Energy and also provides treasury, cash management and related 
services to each of Duke Energy and Progress Energy, for which it receives customary compensation or other financial benefits. In addition, one of 
our employees is a member of the Board of Directors of Progress Energy. In the ordinary course of our businesses, we and our affiliates may 
actively trade tlie debt and equity securities of Duke Energy, Progress Energy and their respective affiliates for our own account or for the accounts 
of customers and, accordingly, we may at any time hold long or short positions in such securities. 

On the basis of and subject to the foregoing, it is our opinion as of tlie date hereof that the &change Ratio in the proposed Transaction is fair, from 
a f i c i a l  point. of view, to Duke Energy. 

The issuance of this opinion has been approved by a fairness opinion committee of J.P. Morgan Securities LLC This letter is provided to the Board 
of Directors of Duke Energy (in its capacity as such) in connection with and for the purposes of its evaluation of the Transaction and may not be 
used for any other purpose without our prior 
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written consent, except that a copy of this opinion may be included in its entirety in any f i b  Duke Energy is required to make with the Securities 
and Exchange Commission in connection with the Transaction if such inclusion is required by applicable law. This opinion does not constitute a 

-ommendation to any stockholder of Duke Energy as to how such stockholder should vote with respect to the Transaction or any other matter. 

Very truly yours, 
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/s/ J.P. Morgan Securities LLC 

J.P. MORGAN SECURITIES LLC 
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Merrill Lynch, Pierce, Fenner & Smith Incorporated 

January 8,201 I 

The Board of Directors 
Duke Energy Corporation 
526 South Church Street 
Charlotte, NC 28202 

Annex C 

Members of the Board of Directors: 

We understand that Duke Energy Corporation (“Duke Energy”) has entered into an Agreement and Plan of Merger, dated as of January 8, 
201 1 (the “Agreement”), by and among Duke Energy, Diamond Acquisition Corporation, a wholly owned subsidiary of Duke Energy (“Merger 
Sub”), and Progress Energy, Inc. (“Progress Energy”), pursuant to which, among other things, Merger Sub will merge with and into Progress 
Energy (the “Transaction”) and ea ergy (“Progress Energy 
Common Stock”) will be converte tock, par value $0.001 per 
-bare, of Duke Energy (“Duke Energy Common Stock”), subject to appropriate adjustment for a reverse stock split of the Duke Energy Common 

slme of the common stock, no par value per share, of P 
to receive 2.6125 (the “Exchange Ratio”) shares of the 

ck as contemplated by the Agreement. The terms and conditions of the Transaction are more fully set forth in the Agreement.. 

You have requested our opinion as to the faimess, from a f m c i a l  point of view, to Duke Energy of the Exchange Ratio provided for in the 
Transaction 

In connection with this opinion, have, among other thugs: 

(1) reviewed certain publicly available business and financial information r e l a w  to Progress Energy and Duke Energy; 

(2) reviewed certain internal f m c i a l  and operating information with respect to the business, operations and prospects of Progress 
Energy furnished to or discussed with us by the management of Progress Energy, including certain financial forecasts relating to Progress 
Energy prepared by the management of Progress Energy (such forecasts, tlie “Progress Energy Forecasts”); 

“Adjusted Progress Energy Forecasts”) and discussed with the management of Duke Energy its assessments as to the relative likelihood of 
achieving the future fmicial  results reflected in the Progress Energy Forecasts and the AdjustedProgress Energy Forecasts, 

(4) reviewed certain internal f m c i a l  and operating information with respect to the business, operations and prospects of Duke Energy 
furnished to or discussed with us by the management of Duke Energy, including certain financial forecasts relating to Duke Energy prepared 
by the management of Duke Energy (such forecasts, the “Duke Energy Forecasts”); 

result from the Transaction and to be retained by Duke Energy (collectively, the “Retained Efficiencies”); 

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

(3) reviewed an alternative version of the Progress Energy Forecasts as adjusted and extended by the management of Duke Energy (the 

(5) reviewed certain estimates as to the amount and timing of certain efficiencies anticipated by the management of Duke Energy to 

(6) discussed the past and current business, operations, financial condition and prospects of Progress Energy with members of senior 
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(7) reviewed the potential pro forma fmancial impact of the Transaction on the future f i c i a l  performance of Duke Energy, includmg 

(8) reviewed the trading histories for Progress Energy Common S 

(9) compared certain financial and stock market information of Progress Energy and Duke Energy with similar information of other 

(1 0) compared certain financial terms of the Transaction to financial terms, to the extent publicly available, of other transactions we 

(1 1) reviewed the relative financial contributions of Progress Energy and Duke Energy to the future f i c i a l  performance of the 

(1 2) reviewed the Agreement; and 

(1 3) performed such other analyses and studies and considered such other information and factors as we deemed appropriate. 

the potential effect on Duke Energy’s estimated eamings per share; 

tradmg histories with each other and with the tradmg histories of other 

companies we deemed relevant 

deemed relevant; 

combined company on a pro forma basis; 

Duke Energy Common Stock and a comparison of such 
ed relevant 

In aniving at our opinion, we have assumed and relied upon, without independent verification, the accuracy and completeness of the f i c i a l  
and other information and data publicly available or provided to or otherwise reviewed by or discussed with us and have relied uponthe assurances 

agements of Duke Energy and Progress Energy tliat they ar 
curate or misleading in any material respect With respect 

of any facts or circumstances that w 
ess Energy Forecasts, we 

and have assumed, with the consent of Duke Energy, that they have been reasonably prepared on bases refle 
estimates and good faith judgments of the management of Progress Energy as to the future financial performance of Progress Energy. With respect 
to the Adjusted Progress Energy Forecasts, the Duke Energy Forecasts and the Retained Efficiencies, we have assumed, at the direction of Duke 
Energy, that they have been reasonably prepared on bases reflecting the best currently available estimates and good faith judgments of the 
management of Duke Energy as to the future f m c i a l  perf0 
an4 based on the assessments of the management of Duke 
the Progress Energy Forecasts and the AdjustedProgress Energy Forecasts, we have relied, at the direction of 
Progress Energy Forecasts. We have not made or been provided with any independent evaluation or appraisal 
or otherwise) of Progress Energy or Duke Energy, nor have we made any physical inspection of the properties or assets of Progress Energy or Duke 
Energy. We have not evaluated the solvency or fair value of Progress Energy or Duke Energy under any state, federal or other laws relating to 

and that, in the course of 
iring the necessary governmental, regulatory and other approvals, consents, releases and waivers for the Transaction, no delay, limitation, 

restriction or condition, including any divestiture requirements or amendments or modifications, will be imposed that would have an adverse effect 
on Progress Energy, Duke Energy or the contemplated benefits of the Transaction. We also have assumed, at the direction of Duke Energy, tliat the 
Transaction will qualify for federal income tax purposes as a reorganization under the provisions of Section 36X(a) of the Internal Revenue Code of 
1986, as amended 

e of Progress Energy 
as to tlie relative like results reflected in 

insolvency or similar matters. We have 
ce with its terms, without waiver, modifica 

direction of Duke Energy, tbat the Transa 
ent of any material term, condition or 

n will be consummated in 

We express no view or opinion as to any terms or other aspects of the Transaction (other than the Exchange Ratio to the extent expressly 
specified herein), including, without limitation, the form or structure of the Transaction We were not requested to, and we did not, participate in 
the negotiation of the terms of the Transaction, nor were we requested to, and we did not, provide any advice or services in connection with the 
Transaction other than the delivery of this opinion. We express no view or opinion as to any such matters. Our opinion is limited to the fairness, 
from a financial point of view, to Duke Energy of the Exchange Ratio provided 
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for in the Transaction and no opinion or view is expressed with respect to any consideration received in connection with the Transaction by the 
holders of any class of securities, creditors or other constituencies of any party. In addition, no opinion or view is expressed with respect to the 
fairness (fmicial or otherwise) of the amoun< nature or any other aspect of any compensation to any of the officers, directors or employees of any 
party to the Transaction, or class of such persons, relative to the Exchange Ratio. Fudiermore, no opinion or view is expressed as to the relative 
merits of the Transaction in comparison to other strategies or transactions tliat might be available to Duke Energy or in which Duke Energy might 
engage or as to the underlying business decision of Duke Energy to proceed with or effect the Transaction. We are not expressing any opinion as to 
what the value of Duke Energy Common Stock actually will be when issued or tlie prices at which Duke Energy Common Stock or Progress 
Energy Common Stock will trade at any time, including following announcement or consummation of the Transaction. In addition, we express no 
oninion or recommendation as to how any stockholder should vote or act in connection with the Transaction or any related matter. 

We have acted as fmancial advisor to the Board of Directors of Duke Energy solely to render this opinion and will receive a fee for our 
services upon the rendering of this opinion In addition, Duke Energy has agreed to reimburse our expenses and indemn$ us against certain 
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liabilities arising out of our engagement. 

We and our affiliates comprise a full service securities fm and commercial bank engaged in securities, commodities and derivatives trading, 
foreign exchange and other brokerage activities, and principal investing as well as providmg investment, corporate and private banking, asset and 

estment management, fmancing and fmancial advisory services and other commercial services and products to a wide range of companies, 
- rrernments and individuals. In the ordinary course of our businesses, we and our affiliates may invest on a principal basis or on behalf of 
customers or manage funds that invest., make or hold long or short positions, finance positions or trade or otherwise effect transactions in equity, 
debt or other securities or fiancial instruments (including derivatives, bank loans or other obligations) of Duke Energy, Progress Energy and 
certain of their respective affiliates. 

We and our affiliates in the past have provided, currently are providmg, and in the futme may provide, investment banking, commercial 
banlung and other financial services to Duke Energy and/or certain of its affiliates and have received or in the future may receive compensation for 

of these services, including (i) having acted as joint-bookrunner in connection with a $750 million public offering of 5.30% First and 
ortgage Bonds for a wholly-owned subsidiary of Duke Energy in November 2009, (ii) having acted as co-syndication agent and 

lender in connection with Duke Energy’s $3.1 billion revolving credit facility in June 2007, (iii) having acted or acting as lead arranger and lender 
in connection with a $330 million letter of credit for a wholly-owned subsidiary of Duke Energy in September 2008 and (iv) having provided or 
providmg certain cash and treasury management services to Duke Energy and/or certain of its affiiliates. 

In addition, we and our affiliates in the past have provided, currently are providing, and in the future may provide, investment banking, 
commercial barking and other financial services to Progress Energy and/or certain of its affiliates and have received or in the future may receive 
Compensation for the rendering of these services, including (i) having acted as joint-bookrunner in connection with a $250 million public offering 
of 4.55% First Mortgage Bonds and $350 million public offering of 5.65% First Mortgage Bonds, each for a wholly-owned subsidiary of Progress 
Energy in March 201 0, (ii) having acted as j o i n t - b o o h e r  in connection with Progress Energy’s $300 million public offering of 6.05% Senior 
Notes and $450 million public offering of 7.05% Senior Notes, each in March 2009, (iii) having acted or acting as co-lead arranger and lender in 
connection with a $750 million revolving credit facility for a wholly-owned subsidiary of Progress Energy in October 201 0 and (vi) having 
provided or providing certain cash and treasury management services to Progress Energy andlor certain of its affiliates. 

It is understood that this letter is for the benefit and use of the Board of Directors of Duke Energy in connection with and for purposes of its 
evaluation of the Transaction. 
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Our opinion is necessarily based on financid economic, monetary, market and other conditions and circumstances as in effect on, and the 
idonnation made available to us as of, the date hereof. It should be understood that subsequent developments may affect this opinion, and we do 
not have any obligation to update, revise, or reaffim this opinion The issuance of this opinion was approved by our Americas Fairness Opinion 
Review Committee. 

Based upon and subject to the foregoing, including the various assumptions and limitations set forth herein, we are of the opinion on the date 
hereof that the Exchange Ratio provided for in the Transaction is fair, from a financial point of view, to Duke Energy. 

very ~Y yours, 

/s/ Merrill Lynch Pierce, Fenner & Smith 
Incorporated 

MERRILL LYNCH, PIERCE, FENNEK & SMITH 
INCORPORATED 

c-4 

Table of Contents 

Annex D 

http://~.sec.gov/~Archives/edgar/data/ 1326 160/0 00 1 I 93 12 5 1 1 1 0794 1/&4a.htm[ 4/2 8/20 1 1 8 : 50 : 1 7 AM] 



Amendment No. 2 to Form S-4 

LXZAbHD 

January 8,201 1 

The Board of Directors 
Progress Energy, Inc. 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 

Dear Members of the Board: 

We understand that Progr 
(“Duke”), and Diamond Acquis 
propose to enter into an Agreement and Plan of Merger (the “Agreement”), pursuant to which Merger Sub will be merged with and into Progress 
and each outstandmg share of common stock, no par value, of Progress (“Progress Common Stock”), other than shares of Progress Common Stock 
owned, directly or indirectly, by Progress (other than in a fiduciary capacity), Duke or Merger Sub, will be converted into the right to receive 
2.61 25 (the “Exchange Ratio”) shares of common stock, par value $0.00 hare, of Duke (“Duke Common Stock”), witlz Progress continuing 
as the surviving corporation in the merger as a direct wholly-owned subs ofD&e (the “Transaction”). The terms and conditions ofthe 
Transaction are more fully set forth in the Agreement. 

orporation (“Progress”), Duke Energy Corporation, a Delaware corporation 
corporation and a direct wholly -owned subsidiary of Duke (“Merger Sub”), 

You have requested our opinion as of the date hereof as to the fairness, from a financial point of view, to holders of Progress Common Stock 
of the Exchange Ratio provided for in the Transaction. 

In connection with this opinion, we have: 

(i) 

(ii) 
(iii) 

(iv) 

(v) 

Reviewedthe financial terms and conditions of a draft, dated January 7,201 1, of the Agreement; 

Reviewed certain publicly available historical business and financial information relating to Progress and Duke; 

Reviewedvarious financial forecasts and other data provided to us, or approved for our use, by Progress relating to the businesses of 
Progress and Duke; 

Reviewed various financial forecasts and other data provided to us by Duke relating to the business of Duke; 

Held discussions with members of the senior managements of Progress and Duke with respect to the businesses and prospects of 
Progress and Duke, respectively, and reviewed the financial benefits, including the amount and timing thereof, anticipated by the 
managements of Progress and Duke to be realized from the Transaction; 

(vi) Reviewed public information with respect to certain other companies in lines of business we believe to be generally relevant in 
evaluating the businesses of Progress andDuke, respectively; 

(vii) Reviewedthe financial terms of certain business combinations we believe to be generally relevant in evaluating the Transaction; 

(vi$ Reviewed historical stock prices and trading volumes of Progress Common Stock and Duke Common Stock; 

(ix) Reviewed the potential pro forma fmancial impact of the Transaction on Duke based on the financial forecasts referred to above 
relating to Progress and Duke; and 

Conducted such other fmancial studies, analyses and investigations as we deemed appropriate. (x) 

We have assumed and relied upon the accuracy and completeness of the foregoing information, without independent verification of such 
information We have not conducted my independent valuation or appraisal of 

Tsble of Contents 

The Board of Directors 
Progress Energy, Inc. 
January 8,201 1 

--v of the assets or liabilities (contingent or otherwise) of Progress or Duke or concerning the solvency or fair value of Progress or Duke, and we 
2 not been furnished with any such valuation or appraisal. With respect to the financial forecasts utilized in our analyses and the financial 

uenefits anticipated by the managements of Progress and Duke to be realized from the Transaction, we lmve assumed, with the consent of 
Progress, that they have been reasonably prepared in good faith on bases reflecting the best currently available estimates and judgments of the 
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managements of Progress and Duke as to the hture financial performance of Progress and Duke, respectively, and as to such financial benefits. 
With respect to the financial benefits anticipated by the managements of Progress and Duke to be realized from the Transaction, we have assumed, 
with the consent of Progress, that the estimates of the amounts and timing of such financial benefits are reasonable and that such financial benefits 
will be realized substantially in accordance with such estimates. We assume no responsibility for and express no view as to any such forecasts or 

imates, or the assumptions on which they are based 

Further, our opinion is necessarily based on economic, monetary, market and other conditions as 
available to us as of, the date hereof. We assume no responsibility for updating or revising our opinion 
after the date hereof. We do not express any opinion as to the prices at which shares of Progress Common Stock or Duke Common Stock may trade 
at any time subsequent to the announcement of the Transaction. In connection with our engagement, we were not authorized to, and we did not, 
solicit indications of interest from third parties regarding a potential transaction with Progress, and our opinion does not address the relative merits 

Transaction as compared to any other transaction or business strategy in which Progress might engage or the merits of the underlying 

ct on, and the information made 
on circumstances or events occurring 

by Progress to engage in the Transaction. 

In rendering our opinion, we have assumed, witli the consent of Progress, that the Transaction will be consummated on the terms described in 
the Agreement, without any waiver or modification of any material terms or conditions. Representatives of Progress have advised us, and we have 
assumed, that the Agreement, when executed, will conform to the draft reviewed by us in all material respects. We also have assumed, with the 
consent of Progress, that obtaining the necessary governmental, regulatory or third party approvals and consents for the Transaction will not have 
an adverse effect that is material with respect to Progress, Duke, the combined company, the Transaction or the benefits anticipated by the 
managements of Progress and Duke to be realized from the Transaction. We further have assumed, with the consent of Progress, that the 
Transaction will qualify for U.S. federal income tax purposes as a reorganization within the meaning of Section 368(a) of the Internal Revenue 
Code of 1986, as amended. We do not express any opinion as to any tax or other consequences that might result from the Transaction, nor does our 
opinion address any legaL tax, regulatory or accounting matters, as to which we understand that Progress has obtained such advice as it deemed 
necessary from qualified professionals. We express no view or opinion as to any terms or other aspects or implications (other tlm the Exchange 
Ratio to the extent expressly specified herein) of the Transaction, including, without limitation, the form or structure of the Transaction or any 
agreements or arrangements entered into in connection with, or contemplated by, the Transaction. In addition, we express no view or opinion as to 
the fairness of the amount or nature of, or any other aspects relating to, the compensation to any officers, directors or employees of any parties to 
the Transaction, or class of such persons, relative to the Exchange Ratio or otherwise. 

Lazard FrBres & Co. LLC (“Lazard”) is a c t q  as fmancial advisor to Progress in connection with the Transaction and will receive a fee for 
such services, a portion of which is payable upon the signing of the Agreement, a portion of which is payable upon shareholder approval of the 

msaction and a substantial portion of which is contingent upon the closing of the Transaction. We in the past have provided and in the future 

may receive compensation, includmg having provided advisory services to Duke, and Lazard Capital Markets LLC (an entity owned in large part 
by managing directors of Lazard) having acted as 

provide certain investment banking services to Progress and Duke and certain of their respective affiliates, for which we have received and 
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The Board of Directors 
Progress Energy, Inc. 
January 8,201 1 

a co-manager in securities offerings of Progress. In addition, in the or- course of their respective businesses, Lazard, Lazard Capital Markets 
LLC and their respective affiliates may actively trade securities of Progress, Duke and certain of their respective affiliates for their own accounts 
and for the accounts of their customers and, accordingly, may at any time hold a long or short position in such securities, and may also trade and 
hold securities on behalf of Progress, Duke and certain of their respective affiliates. The issuance ofthis opinion was approved by the Opinion 
Committee of Lazard. 

Our engagement and the opinion expressed herein are for the benefit of the Board of Directors of Progress (in its capacity as such) and our 
opinion is rendered to the Board of Directors of Progress in connection with its evaluation of the Transaction. Our opinion is not intended to and 
does not constitute a recommendation to any shareholder as to how such shareholder should vote or act with respect to the Transaction or any 
matter relating thereto. 

Based on and subject to the foregoing, we are of the opinion that, as of the date hereof, the Exchange Ratio provided for in tlie Transaction is 
fair, from a financial point of view, to holders of Progress Common Stock. 

Very truly yours, 

LAZARD FFUXES & CO. LLC 
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By Is/ George Bilicic 
George Bilicic 
Managing Director 
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Annex E 

745 Seventh Avenue 
New York, NY 10019 
USA 
Tel + 1 (212) 526 7000 

January 8,201 1 

410 S. Wilmington St. 
Raleigh, North Carolina 27601 -1 748 

Members of the Board of Directors: 

We understand that Progress Energy, Inc., aNorth Carolina corporation (the “Company”), intends to enter into a transaction (the “Proposed 
orporation (“Duke”), pursuant to which (i) Diamond Acquisition Corporation, aNortli Transaction”) with Duke Energy Corporation, a Del 

Carolina corporation and a direct wholly-ow 
(ii) uponthe effectiveness of the Merger, (x) 

ipany in the Merger and the Company wi 

e (“Merger Sub”), will merge with and into the Company (the “Merger”) and 
te existence of Merger Sub 

-owned subsidiary of Duke 
ase, the Company will continue as the surviving 
each issued and outstanding share of common 

,ck, no par value, of the Company (“Company Common Stock”), will be converted into the right to receive 2.61 25 shares (the “Exchange 
Ratio”) of common stock, par value $0.001 per share, of Duke (“Duke Common Stock”). The terms and conditions of the Proposed Transaction are 
set forth in more detail in the Agreement and Plan of Merger, dated as of January 8,201 1, by and among Duke, Merger Sub and the Company (the 
“Agreement”). 

We have been requested by the Board of Directors of the Company to render our opinion with respect to the fairness, from a financial point 
of view, to the Company’s stockholders of the Exclmge Ratio. We have not been requested to opine as to, and our opinion does not in any manner 
address, the Company’s underlying business decision to proceed with or effect the Proposed Transaction or the likelihood of consummation of the 
Proposed Transaction. In addition, we express no opinion on, and our opinion does not in any manner address, the fairness of the amount or the 
nature of any Compensation to any officers, directors or employees of any parties to the Proposed Transaction, or any class of such persons, relative 
to the consideration to be offered to the stockholders of the Company in the Proposed Transaction. 

In arriving at our opinion, we reviewed and analyzed: (1) a draft of the Agreement, dated January 8,201 1, and the specific terms of the 
Proposed Transaction, (2) publicly available information concerning the Company and Duke that we believe to be relevant to our analysis, 
includmg each of their respective Annual Reports on Form 10-K for the fiscal year ended December 31,2009 and Quarterly Reports on Form 10- 
Q for the fBcal quarters ended March 31,201 0, June 30,201 0 and September 30,201 0 and other relevant f i g s  with the Securities and Exchange 
Commission, (3) financial and operating information with respect to the business, operations and prospects of the Company fknislied to us by the 
Company, including fmancial projections of the Company prepared by the management of the Company (the “Company Projections”), (4) financial 
and operating information with respect to the business, operations and prospects of Duke hmkhed to us by the Company, including financial 
projections of Duke prepared by the management of Duke (the “Duke Projections”), (5) the trading history of the Company Common Stock from 
January 5,2008 to January 5,201 1, the trading history of Duke Common Stock from January 5,2008 to January 5,201 1 and a comparison of each 
of their trading histories with each other and with those of other companies that we deemed relevant, (6) a comparison of the historical financial 
results and present financial condition of the Company and Duke with each other and with those of other companies that we deemed relevant, 
(7) the pro forma impact of the Proposed Transaction on the future financial performance of the combined company, includutg the benefits 
anticipated by the managements of the Company and Duke to be realized in the Proposed Transaction and the future capital requirements of the 
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Company and Duke and their respective ability to fund such requirements in the h e ,  (8) tlie relative contributions of the Company and Duke to 
1 historical and future financial performance of the combined company on a pro forma basis and (9) published estimates of independent research 
alysts with respect to the fi,tture financial performance and price targets of the Company and Duke. In addition, we have had discussions with the 

management of the Company concerning its business, operations, assets, liab 
other studies, analyses and investigations as we deemed appropriate. 

es, financial condition and prospects and have undertaken such 

In anriving at our opinion, we have assumed and relied upon the accuracy and completeness of the financial and other information used by us 
without any independent verification of such information and have further relied upon the assurances of the management of the Company that they 
are not aware of any facts or circumstances that would make such information inaccurate or misleading. With respect to the Company Projections, 
upon the advice of the Company, we have assumed that such projections have been reasonably prepared on a basis reflecting the best currently 
available estimates and judgments of the management of the Company as to the future financial performance of the Company and that the 
Company will perform substantially in accordance with such projections. With respect to the Duke Projections, upon the advice of the Company, 
we have assumed that such projections have been reasonably prepared on a basis reflecting the best currently available estimates and judgments of 
the management of Duke as to the h e  financial performance of Duke and that Duke will perform substantially in accordance with such 
projections. We assume no responsibility for and we express no view as to any such projections or estimates or the assumptions on which they are 
based In arriving at our opinion, we have not conducted a physical inspection of the properties and facilities of the Company or Duke and have not 
made or obtained any evaluations or appraisals of the assets or liabilities of the Company or Duke. In addition, you have not authorized us to 
solicit, and we have not solicited, any indications of interest from any third party with respect to the purchase of all or a part of the Company’s 
business. Our opinion necessarily is based upon market, economic and other conditions as they exist on, and can be evaluated as of, the date of t h i s  
letter. We assume no responsibility for updating or revising our opinion based on events or circumstances that may occur after tlie date of this letter. 
We express no opinion as to the prices at which shares of Company Common Stock would trade following the announcement of the Proposed 
Transaction or shares of Duke Common Stock would trade following the announcement or consummation of the Proposed Transaction. Our 
opinion should not be viewed as providing any assurance that the market value of the shares of Duke Common Stock to be held by the stockholders 
of the Company afier the consummation of the Proposed Transaction will be in excess of the market value of Company Common Stock owned by 
such stockholders at any time prior to the announcement or consummation of the Proposed Transaction 

We have assumed that the executed Agreement will conform in all material respects to the last draft reviewed by us. In additioih we have 
assumed the accuracy of the representations and warranties contained in the Agreement and all agreements related thereto. We have also assumed, 

-m the advice of the Company, that all material governmental, regulatory and third party approvals, consents and releases for the Proposed 
asaction will be obtained within the constraints contemplated by the Agreement and that the Proposed Transaction will be consummated in 

accordance with the terms of the Agreement without waiver, modification or amendment of any material term, condition or agreement tliereof. We 
do not express any opinion as to any tax or other consequences that might result from the Proposed Transaction, nor does our opinion address any 
legal, tax, regulatory or accounting matters, as to which we understand that the Company has obtained such advice as it deemed necessary kom 
qualified professionals. 

Based upon and subject to the foregoing, we are of the opinion as of the date hereof that, from a financial point of view, the Exchange Ratio is 
fair to the stockholders of the Company. 

We have been retained solely for the purposes of rendering this opinion, and will receive a fee payable upon delivey of this opinion In 
addition, the Company l m  agreed to reimburse our expenses and indemnify us for 
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certain liabilities that may arise out of our engagement. We have performed various investment banking and financial services for the Company 
and Duke in the past, and expect to perform such services for the Company and Duke in the Mure, and have received, and expect to receive, 
customary fees for such services. Specifically, in the past two years, we have performed the following investment banlung and financial services 
for the Company and Duke: (i) acted as joint lead arranger on the refinancing of the Company’s two principal operating companies’ $750 million 
revolving credit facilities, each in March 2010, (ii) acted as joint book-runner on a 6.00% $950 million notes offering for the Company in 
November 2009, (iii) acted as co-manager on a 7.05% $750 million notes offering for the Company in March 2009, (iv) acted as joint book-runner 

14.30% $450 million first mortgage bond offering for a wholly-owned subsidiary of Duke in June 201 0, (v) acted as joint book-runner on a 
J% $250 million fist  mortgage bond offering for a wholly-owned subsidiary of Duke in December 2009, (vi) acted as joint book-runner on a 

5.45% $450 million first mortgage bond offering for a wholly-owned subsidiary of Duke in March 2009, (vi;) acted as joint book-runner on a 
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6.45% $450 million f i t  mortgage bond offering for a wholly-owned subsi of Duke in March 2009, (vi;;) 
to Duke and (ix) engaged in various hedging, derivative and other risk management transactions for both the C 

Barclays Capital Inc. and its affiliates engage in a wide range of businesses from investment and commercial bankmg, lendmg, asset 
nagement and other financial and non-financial services. In the ordinary course of our business, we and our affiliates may actively trade and 
ect transactions in the equity, debt andor other securities (and any derivatives thereof) and financial instruments (including loans and other 

obligations) of the Company and Duke for our own account and for the accounts of our customers and accordingly, may at any time hold long or 
short positions and investments in such securities and f m c i a l  insimments. 

This opinion, the issuance of which has been approved by our Fairness Opinion Committee, is for the use and benefit of the Board of 
Directors of the Company and is rendered to the Board of Directors in connection with its consideration of the Proposed Transaction This opinion 
is not intended to be and does not constitute a recommendation to any stockholder of the Company as to how such stockholder shouldvote with 
respect to, or whether to accept the consideration to be offered to the stockholders in connection with, the Proposed Transaction 

Very truly yours, 

/SI Barclays Capital Inc. 

BARCLAYS CAPITAL, INC. 
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Annex F 

Form of Certificate of Amendment 

Duke Energy Corporation (the “Corporation”), a corporation organized and existing under the General Corporation Law of the State of Delaware 
(tlie “PGCk”), ceMies as follows: 

The name of the Corporation is Duke Energy Corporation. The name under which the Corporation was originally incorporated was Deer 
Holding Corp. The name of the Corporation was changed to Duke Energy Holding Corp. on June 21,2005. The name of tlie Corporation was 
changed to Duke Energy Corporation on April 3,2006. The original Certificate of Incorporation was filed with tlie Secretary of State of the 
State of Delaware onMay 3,2005. 

This Certificate of Amendment to the Amended andRestated Certificate of Incorporation of the Corporation was duly adopted in accordance 
with Sections 
advisable this 
proposed amendment be considered by the stockholders of the Corporation at an annual or special meeting of stockholders (the “Stockholder 
Meeting”). At the Stockholder Meeting, the necessary number of shares were voted in favor of the proposed amendment. The stockholders of 
tlie Corporation duly adopted this Certificate of Amendment to the Amended and Restated Certificate of Incorporation of the Corporation. 

Subsection (a) of Article Fourth of the Amended and Restated Certificate of Incorporation of the Corporation shall be amended and restated 
in its entirety as follows: 

“(a) The aggregate number of shares of stock that the Corporation shall have authority to issue is two billion forty-four million 
(2,044,000,000) slmres, consisting of two billion (2,000,000,000) shares of Common Stock, par value $0.001 per slwe (the “Common 
w), and forty-four million (44,000,000) shares of Preferred Stock, par value $0.001 per share (the “Preferred Stock”). 

Upon the f i b  and effectiveness (the “Effective Time”) pursuant to the Delaware General Corporation Law of tlis Certificate of 
Amendment to the Amended and Restated Certificate of Incorporation of the Corporation, each three shares of Common Stock issued and 
outstanding or held by the Corporation in treasury stock immediately prior to the Effective Time shal!., automatically and without any action 
on the part of the respective holders thereof or the Corporation, be combined and converted into one (1) share of Common Stock, subject to 
the treatment of fractional share interests as described below (the “Reverse Stock Split”). No fractional shares of Common Stock or 
certificates representing fractional shares of Common Stock shall be issued in connection with the Reverse Stock Split, other than with 
respect to shares of Common Stock held in participant accounts under the InvestorDirect Choice Plan of the Corporation or any successor 
plan (the “”plan”), in which case any fraction of a share to be issued shall be rounded to four decimal places. Stockholders that otherwise 
would be entitled to receive fractional shares of Common Stock, other than in respect of shares of Common Stock held in participant 
accounts under the Plan, shall be entitled to receive cash (without interest) from the Corporation’s transfer agent in lieu of such fractional 
share interests upon the submission of a properly completed and duly executed transmittal letter and, where tlie Common Stock is held in 
certificated form, the surrender of the stockholder’s Old Certificates (as defined below), in an amount equal to the proceeds attributable to the 
sale of such fractional shares following the aggregation and sale by the Corporation’s transfer agent of all such fractional shares otherwise 

2. 
. The Board of Directors of the Corporation duly adopted resolutions setting forth and declaring 
to the Amended and Restated Certificate of Incorporation of the Corporation and directed that the 

3. 
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issuable. Each certificate that immediately prior to the Effective Time represented shares of Common Stock (“Old Certificates”), shall 
thereafter (and without the necessity of presenting the same for exchange) represent that number of shares of Common Stock into which the 
shares of Common Stock represented by the Old Certificate shall have been combined, subject to the elimination of fractional share interests 
as described above.” 

This Certificate of Amendment shall become effective . 
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PART IT 

INFORMATION NOT RF,QUIRED IN PROSPECTUS 

Item 20. Indemnification of Directors and Officers. 

Delaware law permits a corporationto adopt a provision in its certificate of incorporation eliminating or limiting the personal liability of a 
director, but not an officer in his or her capacity as such, to the corporation or its shareholders for monetary damages for breach of fiduciary duty 
as a director, except that such provision does not limit the liability of a director for (i) any breach of the director’s duty of loyalty to the corporation 
or its shareholders, (ii) acts or omissions not in go 

(the “DGCL”) for unlaw 
or which involve intentional misconduct or a knowing violation of law, (iii) liability 

Delaware General Corp rnent of dividends or stock purchases or redemptions, 
om which the director derived an improper personal benefit The Duke Energy certificate of incorporation provides that no 

director of Duke Energy will be personally liable to Duke Energy or its shareholders for monetary damages for breach of fiduciary duty as a 
director, except to the extent such an exemption from liability or limitation thereof is not permitted under applicable law. 

Under Delaware law, a corporation may indemnify any person made a party or threatened to be made a party to any threatened, pending or 
completed action, suit or proceedmg 
corporation), because he or she is or officer, director, employee or agent of the corporation or was serving at the request of the corporation 
as an officer, director, employee or agent of another corporation or entity against expenses (including attorneys’ fees), judgments, f i e s  and 
amounts paid in settlement actually and reasonably incurred in connection with such proceeding: if he or she acted in good faith and in a manner 
he reasonably believed to be in or not opposed to the best interests of the corporation and, in the case of a criminal proceeding, he or she had no 

qonable cause to believe that his or her conduct was unlawful. A corporation may indemmfy any person made a party or threatened to be made 

civil, criminal, administrative or investigative (other than a n  action by or in the right of the 

any threatened, pending or completed acti 
loyee or agent of the corporation, or is 

or suit brought by or in the right of the cor-poration because he or she was an officer, 
was serving at the request of the corporation as a director, officer, employee or agent of 

another corporation or other entity, against expenses (includmg attorneys’ fees) actually and reasonably incurred in connection with such action or 
suit if he or she acted in good faith and in a manner he or she reasonably believed to be in or not opposed to the best interests of the corporation, 
provided that such indemnification will be denied if the person is found liable to the corporation unless, in such a case, the court determines the 
person is entitled to indemnification for such expenses as the court deems proper. A corporation must indemnify a present or former director or 
officer who successfully defends limself or herself in a proceeding to which he or she was a party because he or she was a director or officer of the 
corporation against expenses actually and reasonably incurred by him or her in connection with suchproceedmg. Expenses incurred by an officer 
or director, or any employees or agents as deemed appropriate by the board of directors, in defending civil or criminal proceedings may be paid by 
the corporation in advance of the final disposition of such proceedings upon receipt of an undertakrng by or on behalf of such director or officer to 
repay such amount if it is ultimately determined that he or she is not entitled to be indemnified by the corporation. The Delaware law regarding 
indemnifkation and expense advancement is not exclusive of any other rights which may be granted by the Duke Energy certificate of 
incorporation or by-laws, a vote of shareholders or disinterested directors, agreement or otherwise. 

Under the DGCL, termination of any proceeding by conviction or upon a plea of nolo contendere or its equivalent does not, of itself, create a 
presumption tlmt such person is prohibited from being indemmfied 

The Duke Energy by-laws provide that Duke Energy will indemmfy any person who was or is a party or is threatened to be made a party to 
any threatened, pending or completed action, suit or proceedmg, whether civil, criminal, administrative or inveswative (other thau an action by or 
in tlie right of Duke Energy), by reason of the fact that such person is or was a director or officer of Duke Energy, or is or was a director or officer 
of Duke Energy serving at the request of Duke Energy as a director, officer, employee or agent of another corporation, 
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ramenhip, joint venture, trust or other enterprise, against expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement 
actually and reasonably incurred by such person in connection with such action, suit or proceeding if such person acted in good faith and in a 
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person reasonably believed to be in or not opposed to the best interests of Duke Energy, and, witli respect to any criminal action or 
, had no reasonable cause to believe such person’s conduct was unlawful. The termination of any action, suit or proceeding by 

judgmenf order, settlement, conviction, or upon a plea of nolo contendere or its equivalenf will not, of itself, create a presumption that tlie person 
did not act in good faith and in a manner which such person reasonably believed to be in or not opposed to the best interests of Duke Energy, and, 

h respect to any criminal action or proceeding, had reasonable cause to believe that such person’s conduct was UnlawM. 

Duke Energy’s by-laws further provide that Duke Energy will indemrufy any person who was or is a party or is threatened to be made a party 
to any threatened, pen- or completed action or suit by or in the right of Duke Energy to procure a judgment in its favor by reason of the fact that 
such person is or was a director or officer of Duke Energy, or is or was a director or officer of Duke Energy serving at the request of Duke Energy 
as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses (including 
attorneys’ fees) actually and reasonably incurred by such person in connection with the defense or settlement of such action or suit if such person 
acted in good faith, and in a manner such person reasonably believed to be in or not opposed to the best interests of Duke Energy except that no 
indemnification will be made in respect of any claim, issue or matter as to which such person has been adjudged to be liable to Duke Energy 
unless and only to the extent that the Court of Chancery of h e  State of Delaware or the court in which such action or suit was brought determines 
upon application that, despite the adjudication of liability but in view of all the circumstances of the case, such person is fairly and reasonably 
entitled to indemnity for such expenses which the Court of Chancery or such other court deems proper. 

However, Duke Energy’s by-laws provide that Duke Energy will only provide indem.nScation pursuant to the by-laws (unless ordered by a 
court) if such indedicat ion is authorized in the specific case upon a determination that indemnification of the present or former director or 
officer is proper in the circumstances because such person has met the applicable standard of conduct set forth in the by-laws. Such determination 
is to be made, with respect to a person who is a director or officer at the time of such determination, (i) by a majority vote of the directors who are 
not parties to such action, suit or proceeding, even though less than a quorum, or (ii) by a committee of directors who are not parties to such action, 
suit or proceedmg designated by a majority vote of such directors, even though less than a quorum, or (iii) if there are no such directors, or if such 
directors so direct, by independent legal counsel in a written opinion, or (iv) by the shareholders. Such determination is to be made, with respect to 
former directors and officers, by any person or persons having the authority to act on the matter on behalf of Duke Energy. To the extent, however, 
that a present or former director or officer of Duke Energy has been successful on the merits or otherwise in defense of any action, suit or 
proceedmg, or in defense of any claim, issue or matter therein, such person will be indemnified against expenses (including attorneys’ fees) 
actually and reasonably incurred by such person in connection therewith, without the necessity of authorization in the specific case. 

Duke Energy’s by-laws further provide that except for proceedings to enforce rights to indemnification, Duke Energy will not be obligated to 
indemrufy any director or officer (or his or her heirs, executors or personal or legal representatives) or advance expenses in connection with a 

wee- (or part thereof) initiated by such person unless such proceeding (or part thereof) was authorized or consented to by the board of 
SCtorS. 

The indemnification and advancement of expenses provided by, orgranted pursuant to, Duke Energy’s by-laws are not deemed exclusive of 
any other rights to which those seelung indemnification or advancement of expenses may be entitled under the certificate of incorporation, by-laws, 
agreement, vote of stockholders or disinterested directors or otherwise, both as to action in such person’s official capacity and as to action in 
another capacity while holding such office. It is Duke Energy’s policy that indemnification will generally be made to the fullest extent permitted by 
law. Duke Energy’s by-laws do not preclude indemnifying persons in addition to those specified in the by-laws but whom Duke Energy has tlie 
power or obligation to indemd) under the provisions of the DGCL, or otherwise. 
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Duke Energy may also purchase and maintain insurance on behalf of any person who is or was a director or officer, or is or was a director or 
officer serving at the request of Duke Energy as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or 
other enterprise against any liability asserted against such person and incurred by such person in any such capacity, or arising out of such person’s 
status as such, whether or not Duke Energy would have the power or the obligation to indemnify such person against such liability under die 
provisions of the by-laws. 

The merger agreement provides tlxit, following the completion of the merger, Progress Energy will indemdy and hold harmless each current 
or former director or officer of Progress Energy, or any of its subsidiaries as of the time of the merger agreement or any person who becomes such a 
director or officer prior to the completion of the merger, against losses relating to such role to the fullest extent permitted by law. Duke Energy will 
also maintain the directors’ and officers’ and liability (and fiduciary) insurance policies maintained by Progress Energy as of the time of the merger 
agreement for six years following the completion of the merger, subject to certain limitations on the amount of premiums payable under such 
n.rlicies. In lieu of such insurance, Progress Energy may, prior to the completion of the merger, purchase a prepaid “tail” directors’ and officers’ 

ility (and fiduciary) insurance policy for Progress Energy and its current and former directors and officers who are currently covered by the 
,,dbility (and fiduciary) insurance coverage currently maintained by Progress Energy on terms and conditions no less advantageous to such directors 
and officers, subject to certain limitations on the cost of such ‘‘tail“ policy. 
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Furthermore, Duke Energy Corporation was formed as a holding company in connection with the completion of the merger of its 
predecessor, Duke Energy Corporation, a North Carolina corporation, and Cinergy Corp., on April 3,2006. For a further description of the rights to 
indemnification and exculpation from liab 
T+-m 15 of Duke Energy Corporation’s Form S-3 filed with the SEC on April 5,2006 (File No. 333-1 32996). 

s of directors and officers ar is ing pursuant to the Cinergy merger agreement, reference is made to 

Item 21. 

Exhfblt 
Number 

2.17 

4.1 

5.1 ** 
8.1 

8.2 

23.1 

23.2 

23.3** 

23.4 

23.5 

24.1 ** 

Exhibits 

Descripfion 

Agreement and Plan of Merger, dated as of January 8,201 1, by and among the RegistranL Diamond Acquisition Corporation and 
Progress Energy, Inc. (incorporated by reference to Exhibit 2.1 of the Registrant’s Current Report on Form 8-K fied on January 
11,2011) 

Form of Amendment to Amended and Restated Certificate of Incorporation of the Registrant (included as Annex F to the joint 
proxy statement/prospectus forming part of this registration statement) 

Form of opinion of Wachtell, Lipton, Rosen & Katz regardmg legality of securities being registered 

Form of opinion of Hunton & Williams LLP regarding certain U. S. federal income tax matters 

Form of opinion of Wachtell, Lipton, Rosen & Katz regardmg certain U.S. federal income tax matters 

Consent. of Deloitte & Touche LLP, Independent Registered Public Accounhg Firm for Duke Energy Corporation 

Consent. of Deloitte & Touche LLP, Independent Registered Public Accounhg Firm for Progress Energy, Inc. 

Form of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 5.1) 

Form of consent of Hunton & Williams LLP (included in Exhibit 8.1 ) 

Form of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 8.2) 

Power of Attorney 
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Exhibit 
Nnmber 

24.2** 

99.1 ** 
99.2** 

99.3 

99.4** 

99.5** 

99.6 

99.7 

99.8 

99.9** 

99.10** 

99.1 1 * * 
2* * 

W.l3** 

Description 

Resolution of Duke Energy Corporation regardmg Power of Attorney 

Form of Proxy for Duke Energy Corporation 

Form of Instruction Card for use by participants in Duke Energy Corporation Retirement Savings Plan, Duke Energy 
Corporation Savings Plan for Legacy Cinergy Union Employees (Midwest) and Duke Energy Corporation Retirement Savings 
Plan for Legacy Cinergy Union Employees (LBEW 1 393) (the “Duke Energy Plans”) 

Notice to participants in the Duke Energy Plans 

Form of Proxy for Progress Energy, Inc. 

Consent of J.P. Morgan Securities LLC 

Consent of Merrill Lynch, Pierce, Fermer & Smith Incorporated 

Consent of Lazard Frkres & Co. LLC 

Consent of Barclays Capital Inc 

Consent of William D. Johnson 

Consent of John D. Baker 11 

Consent of Harris E. DeLoach, Jr. 

Consent of James B. Hyler, Jr. 

Consent of E. Marie McKee 
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99.14** 

99.15** 

t 

Consent of Carlos A. Saladrigas 

Consent of Theresa M. Stone 

Schedules have been omitted pursuant to Item 601 (b)(2) of Regulation S-K. A copy of any omitted schedule will be furnished 
supplementally to the Securities and Exchange Commission upon reqyest 
To be filed by amendment. 

** Previously filed. 

Item 22. Undertakings. 

The undersigned registrant hereby undertakes: 

individually or in the aggregate, represent a fundamental change in the information set forth in the registration statement (notwithstandmg the 
foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was 
registered) and any deviation from the low or nd of the estimated maximum offering range may be reflected in the form of prospectus filed 

and price represent no more than a 20% change in the 
in the effective registration statement); and (iii) to 

ly disclosed in the registration statement or any material 
change to such information in tlie registration statement 

II-4 
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(2) That, for the purpose of determining any liability under the Securities Act, each such post-effective amendment shall be deemed to be a 
new registration statement relating to the securities offered therein, and the offering of such securities at that time s l d l  be deemed to be the initial 
born fide offering thereof. 

(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the 
termination of the offering. 

(4) That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser, ifthe registrant is subject to Rule 430C, 
each prospectus filed pursuant to Rule 424(b) as part of a registration statement relating to an offering, other than registration statements relying on 
Rule 430B or other than prospectuses filed in reliance on Rule 430A, s l d l  be deemed to be part of and included in the registration statement as of 
the date it is first used after effectiveness; provided, however, that no statement made in a registration statement or prospectus that is part of the 

deemed incorporated by reference into tlie registration statement or prospectus that is 
time of contract of sale prior to such first use, supersede or mod* any statement 

that was made in the registration statement or prospectus that was part of the registration statement or made in any such document immediately 
prior to such date of first use. 

made in a document incorporate 
ment will, as to a purchaser 

(5)  That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial distribution 
of the securities, theundersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this 
registration statement, regardless of the underwriting methodused to sell the securities to the purchaser, if the securities are offered or sold to such 
purchaser by means of any of tlie following communications, the undersigned registrant will be a seller to the purchaser and will be considered to 
offer or sell such securities to such purchaser: 

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule 
424; 

the undersigned registrant; 

registrant or its securities provided by or on behalf of the undersigned registrant; and 

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of tlie undersigned registrant or used or referred to by 

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the undersigned 

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser. 

(6) That, for purposes of determining any liability under the Securities Act, each filing of the registrant’s annual report pursuant to 
<tion 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (and, where applicable, each fib of an employee benefit plan’s annual 

report pursuant to Section 15(d) of the Securities Exchange Act of 1934, as amended) that is incorporated by reference in this registration statement 
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shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be 
deemed to be the initial bona fide offering thereof. 

(7) That prior to any public reoffering of the securities registered hereunder through use of a prospectus which is a part of this registration 

Jffering prospectus will contain the information called for by the applicable registration form with respect to reofferings by persons who may be 
temenf by any person or party who is deemed to be an underwriter within the meaning of Rule 145(c), the registrant undertakes that such 

deemed underwriters, in ad on to the information called for by the other items of the applicable form. 

(8) That every prospectus (i) that is filed pursuant to paragraph (7) above, or ( G )  tlmt purports to meet the requirements of Section 1O(a)(3) of 
the Securities Act and is used in connection with an offering of securities subject to Rule 41 5, will be filed as a part of an amendment to this 
registration statement and will not be used 
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until such amendment has become effective, and that for the purpose of determining liabilities under the Securities Act, each such post-effective 
amendment shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at tlmt 
time shall be deemed to be the initial bona fide offering thereof. 

(9) To respond to requests for information that is incorporated by reference into the prospectus pursuant to Items 4, lO(b), 11 or 13 of this 
form, within one business day of receipt of such request and to send the incorporated documents by f is t  class mail or other equally prompt means. 
This includes information contained in documents filed subsequent to the effective date of the registration statement through the date of responding 
to the request 

(1 0) To supply by means of a post-effective amendment all idormation concerning a transaction, and the company being acquired involved 
therein, that was not the subject of and included in this registration statement when it became effective. 

(1 1) Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons 

%mge Commission such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In tlie event 
of tlie registrant pursuant to tlie foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and 

It  a claim for indedicat ion against such liabilities (other than die payment by the registrant of expenses incurred or paid by a director, officer 
or controlling person of the registrant in the successful defense of any action, suit or proceedmg) is asserted by such director, officer, or controlling 
person in connection with the securities being registered, tlie registrant will, unless in the opinion of its counsel the matter has been settled by 
controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as 
expressed in the Securities Act and will be governed by the final adjudication of such issue. 
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SIGNATURES 

Pursuant to the requirements of tlie Securities Act of 1933, as amended, the registrant has duly caused this registration statement to be signed 
on its behalf by the undersigned, thereunto duly authorized, in the City of Clmrlotte, State of North Carolina, on April 25,201 1. 

DUKE ENERGY CORPORATION 
(Registrant) 

By: * 
Name: James E. Rogers 
Title: Chairman, President and 

Chief Executive Officer 

Pursuant to the requirements of die Securities Act of 1933, as amended, this registration statement has been signed below by the following 
.Tons in the capacities and on the dates indicated 

Signature 

* Chairman, President and 
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James E. Rogers Chief Executive Officer (Principal Executive 
Officer and Director) 

(?roup Executive and Chief Financial Officer 
(Principal Financial Officer) 

* 
Lynn J. Good 

* 
Steven K. Young 

* 
William Bamet III 

* 
G. Alex Bemhardf Sr. 

* 
Michael G. Browning 

* 
Daniel R. DiMicco 

* 
John H. Forsgren 

* 
A m  Maynard Gray 

1 

James H. Hance, Jr. 
* 

E. JamesReinsch 
* 

James T. Rhodes 
* 

Philip R. Sharp 

Senior Vice President and Controller (Principal 
Accounting Officer) 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 
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April 25,201 1 

April 25,201 1 
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The undersigned, by signing his name hereto, does hereby sign this document on behalf of the registrant and on behalf of each of the above- 
named persons indicated above by asterisks, pursuant to a power of attorney duly executed by the registrant and such persons, previously fiied with 
the Securities and Exchange Commission as an exhibit hereto. 

*By: /s/ David S. Maltz April 25,201 1 
David S. Maltz 
Attorney -in-Fact 
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Exhibit Index 

Exhibit 
”““I 

-t 
Description 

Agreement and Plan of Merger, dated as of January 8,201 1, by and among the Registrant, Diamond Acquisition Corporation and 
Progress Energy, Inc. (incorporated by reference to Exhiiit 2.1 of the Registrant’s Current Report on Form 8-K filed on January 
11, 201 1) 
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4.1 

5.1 ** 
i 

8.2 

23.1 

23.2 

23.3** 

23.4 

23.5 

24.1 ** 
24.2** 

99.1 ** 
99.2** 

99.3 

99.4** 

99.5** 

99.6 

99.7 

3 

99.9** 

99.10** 

99.1 1 ** 
99.12** 

99.13** 

99.14** 

99.15** 

Form of Amendment to Amended and Restated Certificate of Incorporation of the Registrant (included as Annex F to the joint 
proxy statement/prospectm forming part of this registration statement) 

Form of opinion of Wachtell, Lipton, Rosen & Katz regarding legality of securities being registered 

Form of opinion of Hunbn & Williams LLP regardug certain U.S. federal income tax matters 

Form of opinion of Wachtell, Lipton, Rosen & Katz regarding certain U.S. federal income tax matters 

Consent of Deloitte & Touche LLP, Independent Registered Public Accounting Firm for Duke Energy Corporation 

Consent of Deloitte & Touche LLP, Independent Registered Public Accounting Firm for Progress Energy, Inc. 

Form of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 5.1) 

Form of consent of Hunton& Williams LLP (included in Exhibit 8.1) 

Form of consent of Wachtell, Lipton, Rosen & Katz (included in Exhibit 8.2) 

Power of Attorney 

Resolution of Duke Energy Corporation regardug Power of Attorney 

Form of Proxy for Duke Energy Corporation 

Form of Instruction Card for use by participants in Duke Energy Corporation Retirement Savings Plan, Duke Energy 
Corporation Savings Plan for Legacy Cinergy Union Employees (Midwest) and Duke Energy Corporation Retirement Savings 
Plan for Legacy Cinergy Union Employees (JBEEV 1393) (the “Duke Energy Plans”) 

Notice to participants in the Duke Energy Plans 

Form of Proxy for Progress Energy, Inc. 

Consent of J.P. Morgan Securities LLC 

Consent of Merrill Lynch, Pierce, Fermer & Smith Incorporated 

Consent of Lazard Frkres & Co. LLC 

Consent of Barclays Capital Inc. 

Consent of William D. Johnson 

Consent of John D. Baker II 
Consent of Harris E. DeLoach, Jr. 

Consent of James B. Hyler, Jr. 

Consent of E. Marie McKee 

Consent of Carlos A. Saladrigas 

Consent of Theresa M. Stone 

Schedules have been omitted pursuant to Item 601 (b)(2) of Regulation S-K. A copy of any omitted schedule will be furnished 
supplementally to the Securities and Exchange Commission upon request 
To be filed by ameiidment. * 

** Previously filed. 
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EX-8.1 2 dex8l.htm FORM OF OPINION OF HUNTON & WILLIAMS LLP 
Exhibit 8.1 

[Form of Opinion of Hunton & Williams LLP] 

[ 1,2011 

Progress Energy, Inc. 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 

Ladies and Gentlemen: 

We have acted as special counsel to Progress Energy, Inc. aNorth Carolina corporation (“progress”), in connection with the proposed merger 
(the “Mercer”) as provided for in the Agreement and Plan of Merger (the “Agreement”) dated as of January 8,201 1, by and among Progress, 
Duke Energy Corporation, a Delaware corporation (“Duke“), and Diamond Acquisition Corporation, a North Carolina corporation and a direct, 
wholly-owned subsidiary of Duke (“.Mercer Sub”). Merger Sub will be merged with and into Progress pursuant to the Agreement. At your request, 
we are rendering our opinion concerning certain United States federal income tax matters. All capitalized terms used but not defined herein shall 
have the meanings ascribed to them in the Agreement, and any reference to any document includes a reference to any exhibit, appendix or similar 
attachment thereto. 

In providing our opinion, we have reviewed and relied upon: (i) the Agreement; (ii) the registration statement on Form S-4 fded in 
connection with the Merger and the joint proxy statemenVprospectus contained therein, as amended through the date hereof (the ‘‘Form S-4”); 
(iii) the officer’s certificate of Progress, dated the date hereof and delivered to us for the purposes of this opinion (the “progress Officer’s 
Certificate”) and the officer’s certificate of Duke and Merger Sub, dated the date hereof and delivered to us for the purposes of this opinion (the 
“Duke Officer’s Certificate,” and together with the Progress Officer’s Certificate, the “Officer’s Certificates”); and (iv) such other documents as we 
have deemed necessary or appropriate for purposes of our opinion. 

In addition, we have assumed tlmt (i) tlie transaction will be consummated in accordance witli the provisions of the Agreement and as 
-’-scribed in the Form S-4, without amendment, waiver or modification of any of the terms or conditions set forth therein, (ii) the statements 

wrrect, (iii) the statements and 
serning the transaction and the parties thereto set forth in the Agreement are true, complete and correct, and the Form S-4 is true, complete and 

Progress Energy, Inc. 

Page 2 

representations (which statements and representations we have neither investigated nor verified) contained in the Officer’s Certificates are true, 
complete and correct and will remain true, complete and correct at all times up to and including the Effective Time, (iv) the Officer’s Certificates 
will be re-executed by appropriate officers as of the Effective Time, (v) all statements and representations qualified by knowledge, belief or 
materiality or comparable qualification are and will be true, complete and correct as if made without such quahfication, (vi) all documents 
submitted to us as originals are authentic, all documents submitted to us as copies conform to the originals, all relevant documents have been or 
will be duly executed in the form presented to us and that all natural persons are of legal capacity, (vii) Duke, Merger Sub and Progress and their 
respective subsidiaries will treat the Merger for United States federal income tax purposes in a manner consistent with the opinion set forth below, 
and (viii) all applicable reporting requirements have been or will be satisfied If any of the above described assumptions are untrue for any reason, 
then the continuing validity of our opinion as expressed below may be adversely affected 

[ Y],2011 

Based upon and subject to the foregoing and the exceptions, limitations and qualifications described in the section entitled “Material U.S. 
Federal Income Tax Consequences of the Merger” in the Form 5-4, we are of the opinion that for United States federal income tax purposes (i) the 
Merger will constitute a ‘‘reorganization’’ within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the ‘‘W) 
and (ii) a U.S. holder (as defied in the section entitled “Material U.S. Federal Income Tax Consequences of the Merger” in the Form S-4) of 
Progress Common Stock whose shares of Progress Common Stock are converted into the right to receive shares of Duke Common Stock in the 
Merger generally will not recognize gain or loss, except to the extent of cash, if any, received in lieu of a fractional share of Duke Common Stock. 

Except as expressly set forth above, we render no other opinion, includmg, without limitation, any opinion as to the United States federal, 
state, local, foreign, or other tax consequences. Our opinion as expressed above is based on current provisions of the Code, Treasury Regulations 

mulgated thereunder, published pronouncements of the Internal Revenue Service and case law, any of which may be changed at any time with 
oactive effect. Any change in applicable laws or the facts and circumstances swounding the transaction, or any inaccuracy in the statements, 

facts, assumptions or representations upon which we have relied, may affect the continuing validity of our opinion as set forth above. We assume 
no responsibility to inform Progress of any such change or inaccuracy that may occur or come to our attention. 

’ 
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We are f u m i s b  this opinion to Progress. Furthermore, we are f u r n i s h  this opinion solely in connection with ihe Merger and this opinion 
is not to be relied upon, used, circulated, quoted, or otherwise referred to for any other purpose without our prior written consent We hereby 
consent to the filing of this opinion with the Securities and Exchange Commission as an exhibit to the Form S-4, and to the references therein to us 

-d this opinion. In giving such consent, we do not thereby admit that we are in the category of persons whose cansent is required under Section 7 
h e  Securities Act of 1933, as amended. 

Very truly yours, 

2 
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EX-8.2 3 dex82.htrn FORM OF OPINION OF WACHTELL, LIPTON, ROSEN & KAT2 

[Form of Opinion of Wachtell, Lipton, Rosen & Katz] 

Exhibit 8.2 

[-I, 2011 

Duke Energy Corporation 
526 South Church Street 
Charlotte, North Carolina 28202 

Ladies and Gentlemen: 

We have acted as special counsel to Duke Energy Corporation, a Delaware corporation (“nuke“), in connection with the proposed merger 
(the “Merger”) of Diamond Acquisition Corporation, a North Carolina corporation and a direct wholly-owned subsidiary of Duke Energy 
(“Merger Sub”), with and into Progress Energy, Inc., a North Carolina corporation (“Progress”) pursuant to the Agreement and Plan of Merger 
(the “Ameement”) dated as of January 8,201 1, by and among Duke, Merger Sub, and Progress. At your request, we are rendering our opinion 
concerning certain United States federal income tax matters. All capitalized terms used but not defmed herein shall have the meanings ascribed to 
them in the Agreement, and any reference to any document includes a reference to any exhibit, appendix or similar attachment thereto. 

In providing our opinioq we have reviewed and relied upon: (i) the Agreement; (ii) the registration statement on Form S-4 fded in 
connection with the Merger and the joint proxy statemedprospectus contained therein, as amended through the date hereof (the “,Form S-4”); 
(iii) the officer’s certificate of Duke and Merger Sub, dated the date hereof and delivered to us for the purposes of this opinion (the ‘‘b 
Officer’s Certificate”) and the officer’s certificate of Progress, dated the date hereof and delivered to us for the purposes of tlus opinion (the 
“Proeess Officer’s Certificate,” and together with the Duke Officer’s Certificate, the “Officer’s Certificates”); and (iv) such other documents as we 
have deemed necessary or appropriate for purposes of our opinion. 

In addition, we have assumed that @-the transaction will be consummated in accordance with the provisions of the Agreement and as 
described in the Form S-4, without amendment, waiver or modification of any of the terms or conditions set forth therein, (ii) the statements 

werning the transaction and the parties thereto set forth in the Agreement are true, complete and correct, and the Form S-4 is true, complete and 
:ect, (iii) the statements and representations (which statements and representations we have neither investigated nor verified) 

Duke Energy Corporation 

Page 2 
[-I, 201 1 

contained in the Officer’s Certificates are true, complete and correct and will remain true, complete and correct at all times up to and including the 
Effective Time, (iv) the Officer’s Certificates will be re-executed by appropriate officers as of the Effective Time, (v) all statements and 
representations qualified by knowledge, belief or materiality or comparable qualification are and will be true, complete and correct as if made 
without such qualification, (vi) all documents submitted to us as originals are authentic, all documents submitted to us as copies conform to the 
originals, all relevant documents have been or will be duly executed in the form presented to us and that all ~ t u r a l  persons are of legal capacity, 
(vii) Duke, Merger Sub and Progress and their respective subsidiaries will treat the Merger for United States federal income tax purposes in a 
manner consistent with the opinion set forth below, and (viii) all applicable reporting requirements have been or will be satisfied. If any of the 
above described assumptions are untrue for any reason, then the continuing validity of our opinion as expressed below may be adversely affected. 

Based upon and subject to the foregoing and the exceptions, limitations and qualifications described in the section entitled “Material U.S. 
Federal Income Tax Consequences of the Merger” in the Form S-4, we are of the opinion that for United States federal income tax purposes (i) the 
Merger will constitute a “reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended (the ‘‘Code“) 
and (ii) a U.S. holder (as defied in the section entitled “Material US. Federal Income Tax Consequences of the Merger” in the Form S-4) of 
Progress Common Stock whose shares of Progress Common Stock are converted into the right to receive shares of Duke Common Stock in the 
Merger generally will not recognize gain or loss, except to the extent of cash., if any, received in lieu of a fractional share of Duke Common Stock. 

Except as expressly set forth above, we render no other opinion, includmg, without limitation, any opinion as to the United States federal, 
state, local, foreign, or other tax consequences. Our opinion as expressed above is based on current provisions of the Code, Treasury Regulations 
promulgated thereunder, published pronouncements of the Internal Revenue Service and case law, any of which may be changed at any time with 

+oactive effect. Any change in applicable laws or the facts and circumstances surrounding the transaction, or any inaccuracy in the statements, 
3, assumptions or representations upon which we have relied, may affect the continuing validity of our opinion as set forth above. We assume 

no responsibility to inform Duke of any such change or inaccuracy that may occur or come to our attention. 
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Form of opinion of Waclitell, Lipton, Rosen 62 Katz 

We are fumishulg this opinion to Duke. Furthermore, we are furnishing tlk opinion solely in connection with the Merger and this opinion is 
not to be relied upon, used, circulated, quoted, or otherwise referred to for any other purpose without our prior written consent. We hereby consent 
to the f i h g  of this opinion with the Securities and Exchange Commission as an exhibit to the Form S-4, and to the references therein to us and 
this opinion. In giving such consenf we do not thereby admit that we are in the category of persons whose consent is required under Section 7 of 

,Securities Act of 1933, as amended 
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Consent of Deloitte & Touche LLP for Duke Energy Corporation 

EX-23.1 4 dex231.htm CONSENT OF DELOI’ITE & TOUCHE LLP FOR DUKE ENERGY CORPORATION 
Exhibit 23.1 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTLNG FIRM 
~ 

February 25,201 1, relating to the f i c i a l  statements and financial statement schedules of Duke Energy Corporation and subsidiaries (the 
“Company”), andthe effectiveness of the Company’s internal control over financial reporting, appearing in the Annual Report onForm 10-K of the 
Company for the year ended December 31, 2010, and to the reference to us under the headmg “Experts,” which is  part of this Registration 
Statement. 

We consent to the incorporation by reference in this Amendment No. 2 to Registration Statement on Form S-4 of our report dated 

/sf Deloitte & Touche LLP 

Charlotte, North Carolina 
April 25,2011 

j 
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Consent of Deloitte & Touche LLP for Progress Energy, Inc. 

EX-23.2 5 dex232.htm CONSENT OF D E L O I m  & TOUCHE LLP FOR PROGRESS ENERGY, INC. 
Exhibit 23.2 

CONSENT OF INDEPENDENT R E G I S ~ R E D  PUBLIC ACCOUNTING FIRM. 

We consent to the incorporation by reference in this Amendment No. 2 to Registration Statement on Form S-4 of our reports dated 
February 28, 201 1, relating to the consolidated financial statements and consolidated fmancial statement schedule of Progress Energy, Inc. and 
subsidiaries (“Progress Energy”), and the effectiveness of Progress Energy’s internal control over f m c i a l  reporting, appearing in the Annual 
Report on Form 10-K of Progress Energy for the year ended December 31,2010, and to the reference to us under the headmg “Experts,” which is 
part of this Registration Statement 

/ s /  Deloitte &. Touche LLP 

Raleigh, North Carolina 
April 25,2011 
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Notice to participants in the Duke Energy Plans 

EX-99.3 6 dex993.htm NOTICE TO PARTICIPANTS IN THE DUKE ENERGY PLANS 

FIDELITY MANAGEMENT TRUST COMPANY 

IMPORTANT NOTICE TO DUKE EMERGY’S RSP PARTICIPANTS 
_ _  

Exhibit 99.3 

“RSP” refers individually and collectively to the Duke Energy Retirement Savings Plan, Duke Energy Retirement Savings Plan for Legacy 
Cinergy Union Employees (Midwest), and Duke Energy Retirement Savings Plan for Legacy Cinergy Union Employees (IBEW 1393). 

Dear RSP Participant 

held on [-I, 201 1. The joint proxy statement/prospectus contains information regarding 
Enclosed is Duke Energy Corporation’s joint proxy statement/prospectus relatmg to Duke Energy’s Special Meeting of Shareholders to be 

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

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

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

These matters and other important information are fully described in the joint proxy statement/prospectus which you should read carefully. 

Backaround 

Fidelity Management Trust Company is the trustee (which we refer to as the “Trustee”) of the trust (which we refer to as the “Trust”) that 
& the Duke Energy Common Stock Fund in which individual accounts of participants, former participants and beneficiaries (which we refer to 

collectively as the “participants”) of the RSP are invested The RSP and Trust require the Trustee to vote at Duke Energy’s special meeting your 
RSP account’s proportionate interest in Duke Energy common stock held by the Duke Energy Common Stock Fund as of [-I, 201 1 in accordance 
with directions received from you (subject to certain limited exceptions described below). The RSP and Trust also provide that the Trustee shall 
vote shares for which it does not receive timely directions from participants in the same proportion as it votes those shares for which it does 
receive timely directions from participants in the RSP (subject to certain limited exceptions described below). 

Instructions to the Trustee 

Only the Trustee can vote the shares of Duke Energy common stock held by the Duke Energy Common Stock Fund under the Trust 
However, under tlie terms of the RSP and Trust, you, as a participant in tlze RSP, are entitled to direct the Trustee as to lim to vote at Duhz 
Energy’s special meeting your RSP account’s proportionate interest in Duke Energy common stock held by tlie Duke Energy Common Stock Fund 
as @[-I, 2011. 

“---I_-” ---- m... . , , .. , . .. . . . , .. .. . . . , . . . , . ._ ,. .. . ., . . , . , ,. . , ,. . , ,. . . .. _. . . ..--. . .. . . ._ .. . . , . . . .. . , .. . . . , . . , . , _. .__ .. _. .. . . .. . . . , . . . . , . . ..-:.-. , . . . . .. . . . . ,. .. . , .. .. . . , , .. . . . . . . . . . . . .. . . .. .--:.--.. . .. . . .. . , .. . . ,. . , .. . , ,. .. .. .. .. .. . . .. . .., . ... ... . . . . . . . . .. .. . . .. . , . . .. . . .. . . . , . . . . . , . . . . .. . . . . .. . . ._. , .. . . ._. . . . .. . . . , _. .. .. . ... . . .. . . .. . ... ,. .. . , ,. .. . , .. . . , . . . . . 

Enclosed with this letter and joint proxy statemenllprospectus is a confidential trustee direction form which is provided for the purpose of 
directing the Trustee how to vote at Duke Energy’s special meeting your RSP account’s proportionate interest in Duke Energy common stock held 
by the Duke Energy Common Stock Fund as of [-I, 201 1. Alternatively, you also may provide directions by telephone or by Internet, as explained 
below. If you would like a current update of your investment in the Duke Energy Common Stock Fund (and the approximate number of Duke 
Energy common shares that is ahbutable to your investment in the Duke Energy Common Stock Fund), please call Fidelity’s Duke Energy 
Customer Service Line at 1-800-376-401 5. 

The Trustee will vote at Duke Energy’s special meeting all shares of Duke Energy common stock held by the Duke Energy Common Stock 
Fund as of [-I, 201 1 in accordance with directions timely received by the Trustee from RSP participants unless the Trustee determines that 
following such directions would be contrary to the requirements of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”). 

Deadline 

’ Because of the time required to tabulate directions from RSP participants before Duke Energy’s Special Meeting, the Trustee must establish 
a cut-off date for receiving your directions. The cut-off date established by the Trustee is 11 5 9  P.M. EDT Friday, [-I, 201 1. Directions received 
a f t r  the cut-ogdate will not be tabulated. Therefore, it is important that you act promptly and provide your timely directions to the Trustee as 
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Notice to participants in the Duke Energy Plans 

soon as possible. 

DIRECTIONS TO THE TRUSTEE THAT ARE NOT TIMELY RECEIVED BY THE TRUSTEE WILL NOT BE TABULATED. DF THE 

‘OPORTIONATE IN’TmST IN DUKE ENERGY COMMON STOCK HELD IN THE DUKE ENERGY COMMON STOCK FUND AS OF 

DIRECTIONS IT RECEIVES FROM OTHER PARTICIPANTS UNDER THE RSP. UNLESS T € E  TRUSTEE DETERMINES THAT TO DO 
SO WOULD BE CONTRARY TO THE REQUIREmNTS OF ERISA. 

TRUSTEE DOES NOT RECEIVE TIMELY DIRECTIONS FROM YOU AS TO HOW TO VOTE YOUR RSP ACCOUNT’S 

-~ -1,201 1, THE TRUSTEE WILL VOTE SUCH SHARES AT DUKE EXERGY’S SPECIAL MEETING IN PROPORTION TO TIMELY 

Votinp bv Teleohone or the Internet 

You may provide directions to the Trustee by using a touch-tone telephone (1 -800-690-6903) or the Internet 
(http://www.proxyvote.com/OOl234567801), either of which would eliminate the need to mail a trustee direction form. If, however, you do return a 
trustee direction form and also provide directions by telephone or the Internet, the Trustee will follow your latest directions. For this purpose, the 
date on your trustee direction form will be the date for those directions. If it is not possible to determine which directions are the latest, the Trustee 
will follow your telephone or Internet directions. 

To direct the Trustee by telephone or Internet, have your brustee direction form available. Enter your control number (from the trustee 
direction form) when asked to do so and simply follow the prompts. 

Confidentiality 

How, or if, you direct the Trustee will be held in strictest confidence and will not be revealed, directly or indirectly, to any director, officer or 
employee of Duke Energy or to anyone else, except as otherwise required by law. The Trustee has established procedures to assure that your 
directions will be STRICTLY CONFIDENTLAL. Your directions are directed to the Trustee for tabulation, not to Duke Energy. After all 
directions have been tabulated, the Trustee will vote the shares held in the Duke Energy Common Stock Fund without revealing the directions of 
any RSP participants. Any directions received by the Trustee will be kept by the Trustee as part of its records and will not be turned over to Duke 
Energy. You should, therefore, feel completely free to direct the Trustee as to how you think best to vote at Duke Energy’s Special Meeting your 

RSP account’s proportionate interest in Duke Energy common stock held in the Duke Energy Common Stock Fund as of [-I, 201 1. 

If you are a direct shareholder of Duke Energy, you will receive, under separate cover from Duke Energy, a Notice concerning the Special 
;..t;l9. The Notice will include a personal control number which can only be used to vote your directly-owned shares of Duke Energy common 

srock. That control number CANNOT be used to direct the Trustee as to how to vote your RSP account’s proportionate interest in Duke Energy 
common stock held in the Duke Energy Common Stock Fund as of [-I, 201 1. Voting of shares held in the RSP will be by the Trustee (as 
described above). 

Ouestions 

If you have any questions with respect to your rights under the RSP, please contact Fidelity’s Duke Energy Customer Service Line at 1 -800- 
376-4015, Monday throughFriday, between the hours of 8:30 a.m. and 8:30 pm. Eastemtime. 

FIDELITY MANAGEMENT TRUST COMPANY 
Trustee 

[ -1,201 1 
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Consent of Menill Lynch, Pierce, Fermer & Smith Incorporated 

EX-99.6 7 dex996.htm CONSENT OF MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED 
Exhibit 99.6 

Merrill Lynch, Pierce, Fermer & Smith Incorporated 

April 25,2011 

Board of Directors 
Duke Energy Corporation 
526 South Church Street 
Charlotte, NC 28202 

Members of the Board 

We hereby consent to the inclusion of our opinion letter, dated January 8,201 1, to the Board of Directors of Duke Energy Corporation (“Duke 
Energy”) as Annex C to, and to the reference thereto under the lieadmgs “Summary-Opinions of Financial Advisors-Opinions of Financial 
Advisors to Duke Energy-Opinion of BofA Menill Lynch,” “The Merger-Background of the Merger,” “The Merger-Duke Energy’s Reasons 
for the Merger and Recommendation of Duke Energy’s Directors” and ‘ 
Opinion of BofA Memll Lynch” in, the joint proxy stat spectus relating 
Energy, Inc. (“Progress Energy”), which joint proxy statemenVprospectus forms a part of Amendment No. 2 to Duke Energy’s Registration 
Statement on Form S-4 to which this consent is filed as an exhibit. Ingiving the foregoing consent, we do not admit (1) that we come within the 
category of persons whose consent is required under Section 7 of the Securities Act of 1933, as amended (the “Securities Act”), or the rules and 
regulations of the Securities and Exchange Commission (the “Commission”) promulgated thereunder, or (2) that we are experts with respect to any 
part of the Registration Statement within the meaning of the term “experts” as used in the Securities Act and tlie rules and regulations of the 
Cornmission promulgated thereunder. 

Very truly yours, 

to Duke Energy- 
y and Progress 

xferrill Lynch, Pierce, Fermer & Smitli 

MEBRILL LYNCH, PIERCE, FENNECR & SMITH 
INCORPORATED 

Menill Lynch, Pierce, Fermer & Smith Incorporated member F W S I P C ,  is a subsidiary of Bank of America Corporation 

Merrill Lynch, Pierce, Fermer and Smith Incorporated 
One Bryant Park, New York, NY 10036 
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EX-99.7 8 dex997.11t1~1 CONSENT OF LAZARD F R E E S  & CO. LLC 
Exhibit 99.7 

Apnl25,2011 

The Board of Directors 
Progress Energy, Inc. 
41 0 South Wilmington Street 
Raleigh, North Carolina 27601 

Dear Members of the Boar& 

We hereby consent to the inclusion of our opinion letter, dated January 8,201 1, to the Board of Director; of Progress Energy, Inc. as 
Annex D to, and reference thereto under the headmgs “Summary-Recommendation of the Board of Directors of Progress Energy-Opinions of 
Financial Advisors to Progress Energy-Opinion of Lazard Frkres & Co. LLC,” “The Merger-Background of the Merger,” “The Merger- 
Progress Energy’s Reasons for the Merger and Recommendation of Progress Energy’s Board of Director;’’ and ‘‘The Merger-Opinions of 
Financial Advisors to Progress Energy-Opinion of Lazard Frkres & Co. LLC” in, the joint proxy statemendprospectus relating to the proposed 
transaction involving Progress Energy, Inc. and Duke Energy Corporation, which joint proxy statemendprospectus forms a part of Amendment No. 
2 to the Registration Statement on Form S-4 of Duke Energy Corporation (the “Registration Statement”). By giving such consent, we do not 
thereby admit that we are experts with respect to any part of such Registration Statement within the meaning of the term ‘‘expert’’ as used in, or that 
we come within the category of persons whose consent is required under, the Securities Act of 1933, as amended, or the rules and regulations of the 
Securities and Exchange Commission promulgated thereunder. 

Very truly yours, 

LAZARD FFtEaEs & co. LLC 

By: /sf George Bilicic 
George Bilicic 
Managing Director 
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Exhibit 99.8 

715 Seventh Avenue 
New York, NY 10019 
United States 

April 25,201 I 

CONSENT OF BARCLAYS CAPITAL INC. 

a n y  8,201 1, to the Board of Directors of Pr 
that forms a part of Amendment No. 2 to tlie Re 

on April 25,201 1 (the “Registration Statement”), relating to the proposed 
Statement on Form S-4 

business combination transaction between tlie Company and Duke Energy Corporation and (ii) the references in the Registration Statement to such 
opinion and our fm in the Registration Statement under the headmgs “Summary-Recommendation of the Board of Directors of Progress Energy 
-Opinions of Financial Advisors to Progress Energy--Opinion of Barclays Capital Inc.,” “The Merger-Backgowid of the Merger,” “The 
Merger-Progress Energy’s Reasons for the Merger and Recommendation of Progress Energy’s Board of Directors” and “The Merger-Opinions 
of Financial Advisors to Progress Energy-Opinion of Barclays Capital Inc.”. 

In giving such consent, we do not admit that we come witlin the category of persons whose consent is required under Section 7 of the US. 
Securities Act of 1933, as amended, or the rules and regulations adopted by the U. S. Securities and Fxcliange Commission thereunder, nor do we 
admit that we are experts with respect to any part of the Registration Statement within the meaning of the term “experts” as used in the U.S. 
Securities Act of 1933, as amended, or the rules and regulations of the U.S. Securities and Exchange Commission thereunder. 

Very truly yours, 

BARCLAYS CAPITAL INC. 

By: Is1 Gary Rygh 
Name: Gary Rygh 
Title: Ivfanaging Director 
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