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Facts about Duke Energy

= Fortune 500 ‘
m Assets over $68 billion =
m Top 5 for U.S. generating capacity

m Over 4,000 MW in Brazil, Argentina,
Peru, Ecuador, El Salvador and
Guatemala

m 150+ years of service
m Traded on NYSE as DUK
m Stock dividends for 80+ years
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Comparison of Generation Fuel Mix

Duke Energy’s diverse fuel mix mirrors the overall industry mix
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*Source: EIA
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Renewables In Indiana

m Duke Energy Indiana entered into a 100 MW wind power agreement
from Indiana’s first commercial scale wind farm in Benton County,
Indiana

m Offer green energy to all customers through a voluntary “GO GREEN
POWER" program

m Completed 3 solar demonstrations at Duke customer service centers
In Bloomington, Noblesville and Kokomo

= Working with Purdue University on wind and biomass (switchgrass
co-firing) research

= Continue to expand our solar school programs in Indiana through the
DSM program

= 10 schools currently involved
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Considerations for Choosing
Baseload Plant Technology

Need for new baseload capacity to serve Duke Energy Indiana
service territory by 2012-2014 to maintain a 15% - 17% reserve
margin

= Duke Energy Indiana has overall capacity need of at least 850 MWs to 1000

MWs in that timeframe, and baseload need of 300 MWs to 600 MWs in that
timeframe

= Vectren, our potential joint owner, has a need for approx. 125 MWSs

Ability to use abundant and relatively low-cost local midwest coal
resources in a more environmentally benign manner

Commitment to continue to provide reliable, fairly priced electricity
for customers

Need to plan for and comply with increasingly stringent
environmental emission limits




4 Major Advantages of IGCC

Potential to control emissions in a cost effective manner as
environmental regulations become increasingly stringent

= Recent “CAIR/ICAMR” rules require reductions in sulfur dioxide, nitrogen oxide
and mercury emissions
Duke Energy Indiana has prior experience with coal gasification
technologies — others may not have this advantage

= 1995: Wabash River Coal Gasification/Repowering Project
Potential for future capture of CO, at a lower cost than conventional

PC because CO, can be separated from the fuel prior to combustion
— far less volume to “clean”

Potential to tap into future poly-generation capabilities — including
production of fertilizer and transportation fuels




Edwardsport IGCC Project Description

m 630-MW Integrated gasification combined cycle facility

m T0 be constructed at existing Edwardsport site in
Southwest Indiana

= Existing 160-MW Edwardsport coal plant (circa 1940s) to be
retired

m Superior environmental performance

m Carbon capture ready
= Adequate space for future carbon capture equipment
= Initial assessments indicate sequestration possible in the area
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Edwardsport IGCC Project

m Basic design

m 2X2X2x1 - 630MW IGCC “Unit”
— 2 gasifiers, 2 combustion turbines, 2 HRSGs, 1 stream T/G
— Natural gas start-up and back-up fuel
— Physical solvent acid gas removal system
= GE new product introduction programs
— Radiant syngas cooler
— 7FB combustion turbine
— Reference plant
— Distributed control system (Mark VI e)
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Duke Energy's Proposed Edwardsport
IGCC Plant, Knox County, Indiana
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General Environmental Performance Comparison
New Source Performance Standards (NSPS) vs. IGCC
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Emission Rate, Lbs/MMBtu

Sulfur Dioxide (SO2) Nitrogen Oxide (NOx) Particulate Matter (PM-10)

B NSPS (Limit) B Typical IGCC O Edwardsport IGCC

For Discussion Purposes Only — Approximate conversion of NSPS Ib/MWh (gross) to lb/MMBtu for SO2 and NOXx.
Rates for Edwardsport IGCC reflect preliminary expected performance with SCR in service. Emission permit limits
may be greater than that shown for operating margin.
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Status of Air Permitting

= Air permit filed with Indiana Department of Environmental
Management in August 2006

= Final permit expected to be issued late in 4th Quarter 2007
m There are net reductions of SO, and NO, from the site,

therefore no PSD evaluation or BACT analysis Is required
for these pollutants

m Malcolm Pirnie, Inc. and Duke EH&S developed the
application based on worst case coal data and no SCR for
NO, control

m SCR is not required, but Duke Energy Indiana plans to
Install SCRs
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Carbon Capture and Sequestration

m Potential for geologic sequestration of carbon was included as one of
the siting criteria for the project

= Preliminary feasibility study completed by the Indiana Geological
Survey in conjunction with the Midwest Geological Sequestration
Consortium concluded “there exists a good possibility of significant
amounts of sequestration potential within an area below and
Immediately surrounding the site”

= Additional work needs to be done to assess the technical capability
of potential injection formations and cost associated with
sequestration

m Space has been left in design to accommodate addition of carbon
capture and sequestration equipment in the future
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Duke Energy and Climate Change

m Set voluntary goal to reduce 10 million tons of CO,,
equivalents by 2015

= Participating in capture and sequestration R&D

m Member of 3 Department of Energy Regional Carbon
Sequestration Partnerships

= Midwest Regional Carbon Sequestration Partnership
= Phase Il project at East Bend Station

= Midwest Geological Sequestration Consortium
= Southeast Regional Carbon Partnership

m Leader in Federal Climate Change Policy debate
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Project Cost Estimate

m Despite commodity and labor cost inflationary pressures,
current project estimated cost is within approx 5% of
estimated range filed with [IURC in October 2006

m Project cost estimate Is still within industry estimates
(e.g., EPRI based estimated range)

m Current project cost estimate:
= Approximately $2 B as spent dollars (before tax incentives)

= Tax incentives of over $460 M
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Financial Incentives Key to Deployment

m Industry analysts estimate IGCC may have a 15-20%
higher capital cost than a PC plant
m State and local incentives

= IN SB 29 provides for timely recovery of IGCC construction &
operating costs

= IN SB 378 - investment tax credit of 10% of project cost for the
first $500 M and 5% of the remaining cost

= Property tax abatement and tax incremental finance district are
also available at the local county level

m Federal investment tax credits
= Maximum amount of $133.5 M awarded
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Edwardsport IGCC Project Timeline

Application ~ Federal
1%::- IDEM award of
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