The interviews on the
preceding pages illustrate
the importance of diverse
perspectives in exploring
ways to redefine our bound-
aries and successfully
transition to a low-carbon
future. I'd like to discuss what
the insights of these leaders
mean for Duke Energy. Let's
consider them in the context
of the two key aspirations

| described in last year's
summary annual report:

1. Modernize and
decarbonize our
generation fleet, and

2. Help make the communi-
ties we serve the most
energy efficient in the
world.

Twenty years from now,
when our children and their
children look back at energy
efficiency, they will probably
marvel at some of the ways
we tried to save energy,
including using compact
fluorescent light bulbs,
caulking windows and
installing insulation. Today,
the policies we propose

and new technologies we
develop to further energy
efficiency are designed to
achieve one goal: to ease the
transition to a new energy-
efficient society in which
future generations can thrive
and raise their families.

As Larry Makovich noted
(on page 10), technology
is key to achieving greater
energy efficiency in the
future. But we must not
lose sight of our near-term
mission: to help our
customers better monitor
and manage their energy
use in their homes and
businesses. To do this,

we will partner with our
customers by installing
sensors, switches and other
devices on their appliances
and equipment, and also
help to write the software
to operate this equipment.

But as we develop new tech-
nologies, it is essential that
we remain flexible. Unlike
other current smart grid
programs, our plan doesn’t
focus exclusively on the
meter. Sure, advanced
metering is essential to
greater energy savings, but
we view the smart meter

as only one of the many
“endpoints” for providing
more energy information

for customers. We're also
working with our partners to
keep technology standards
open to allow plug-and-play
compatibility with equipment
across multiple systems.

Recently, the Gridwise
Alliance, a consortium
of public and private

stakeholders, acknowledged
Duke Energy in a report.
The group, which is
dedicated to modernizing
our nation’s electric grid,
applauded our comprehen-
sive efforts to fully integrate
advanced metering and
smart grid technologies.

As Kateri Callahan observed
(on page 12), we also need
a new regulatory model to
realize our children’s and
grandchildren’s legacy. This
system must give us the right
energy efficiency incentives
for customers and provide

a fair return on capital
investments for investors.

That's the goal of our save-
a-watt model. It will provide
incentives to create energy
efficiency similar to incen-
tives we have to build new
power plants to meet
growing customer demand
for electricity. Using this
approach, we would earn
revenue based on a
discounted amount of what
it would cost us to build

an equivalent amount of
new generation.

Our customers save money,
our investors earn a return
and there is no environ-
mental impact because, with
the increase in energy effi-
ciency, we don't need to
build a new power plant.

Finally, as Fred Krupp
commented (on page 14),
we stand a good chance
of seeing federal climate
change legislation pass in
2009. It is vital that such
legislation treats all sectors
of the economy fairly. To
effectively stem carbon
emissions without further
weakening our economy,
legislation must provide for
significant investments in the
research, development and
deployment of new lower-
emitting technologies.

While that is going on, we
must be able to expand our
use of cleaner coal, nuclear,
natural gas, renewables and
energy efficiency to meet the
increasing demand for elec-
tricity. Keeping everything

in the mix gives us the time
we need to decarbonize and
modernize our generation
fleet for a carbon-constrained
world, and without huge
price hikes for our customers.

Next up is a glimpse of how
we are redefining our busi-
ness model to address these
21st century challenges.
You'll also meet several

of our employees who are
working to achieve our two
key aspirations above.
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Redefining Our Business Value

Duke Energy employees are working on
numerous fronts to create a responsive,
efficient and sustainable 21st century
company. The following highlights some of
their progress on the technological, regulatory
and legislative fronts.

Technology Focus

You may not associate technology research
and development with a utility. But to increase
energy efficiency while reducing operating
costs and emissions, research and develop-
ment (R&D) is a major focus at Duke Energy.
We are using technology R&D to redefine how
to better balance energy supply and demand,
how we can deploy more renewable energy on
our system, how our grid can become smarter
and how coal can be burned more cleanly to
generate electricity.

As an example, in our transmission and
distribution systems, we are experimenting
with new energy storage technologies.
Technology advances have reduced battery
size while increasing their storage capacity,
efficiency and safety. This means we could
eventually deploy high-capacity batteries at
our electrical substations and connect them
to solar panels and other renewable energy
sources. Smaller batteries and storage
devices could also be deployed in homes
and businesses.

Connected to a smart grid, these devices
would help smooth out the peaks and valleys
in the daily electricity demand curve. Installed
in 10,000 homes, they could also serve as a
virtual power plant — distributed resources
functioning like a single power plant
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— supplying power back to the grid during (>

periods of both high and low demand. Such Anuja Ratnayake

an intelligent infrastructure will be needed for Ma“agffr' o

recharging the growing number of plug-in itsr:;‘zfﬁ;rr]‘t't:;t/';’s;'i;etcizgs'Ogy
hybrid electric veh|c|e§ coming on the market, Charlotte, N.C.

as well as for all-electric cars and trucks

in the future.

We plan to test such a system in 2009 in

a pilot project at one of our substations in
Charlotte, N.C. At our McAlpine Creek
substation, we will install a state-of-the-art
500-kilowatt battery and a 50-kilowatt
photovoltaic solar panel array. This equipment
will provide supplemental power to about
100 homes equipped with smart meters

and power-use sensors. Some homes may
also have their own storage batteries.

Inside the homes, the large power-using
appliances — such as furnaces, air condi-
tioners, water heaters and clothes dryers —
will use plug-in energy-sensing devices that
wirelessly connect them to an intelligent
gateway. The gateway device is about the
size of a hardback book and looks like

a cable modem. It enables the customer

to monitor and adjust power use through
an energy portal displayed on a personal
computer, a wireless PDA, a smart phone
or a digital TV set. The information from
the gateway also gives us the capability

to optimize our demand load across the
connected homes.

We can optimize load during peak demand
times by remotely cycling appliances off and
on at short intervals, and use the batteries and
the solar array to feed power back to the grid
when necessary. In essence, we have created
a virtual power plant. And just as electricity
use is now back-of-mind to our customers,



Redefining technology
development and
deployment

Anuja Ratnayake works in
Duke Energy’s technology
monitoring and adoption
group, which is responsible
for evaluating new or existing
technologies that Duke Energy
hasn’t previously used. Her
focus is on both sides of the
meter. She looks at and evalu-
ates advanced technologies
on the transmission and

distribution side, and then on
the customer side — focusing
on end-user energy efficiency.
Anuja has been with the
company for more than

four years.
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this increase in energy efficiency has no
impact on their comfort and convenience.

In fact, in other areas where this technology

is in use, customers often aren’t even aware
of it until they see the savings on their monthly
electric bill.

This grid optimization project is just one
way we are using new technologies to go
beyond the meter — to create new partner-
ships with our customers to significantly
increase energy efficiency and reduce our
environmental impact.

Regulation Focus

Imagine a regulated utility where customers
are charged for the value they receive instead
of the costs incurred. In such a world, utilities
would focus on lowering their costs and
delivering valuable services to customers.

If the services don't produce value, the
customer doesn't pay.

This is the basic premise behind Duke
Energy’s innovative save-a-watt approach to
energy efficiency. It is a fundamental shift
away from the traditional cost-of-service
model, focusing instead on a value-of-service
regulatory model. Under save-a-watt, Duke
Energy must ensure that its energy efficiency
programs produce value in the form of verifi-
able energy reductions in order for the
company to recover its costs.

This simple concept changes the utility’s focus
from spending money to creating value for
customers. Such a transformation is not
simple. In traditional cost-of-service regulatory
models, customers pay a charge for every
kilowatt-hour they consume. Utilities recover
their costs and earn a return for investments in
physical assets (such as power plants, poles
and meters). But energy efficiency undermines
the utility’s profitability through reduced sales.

On the other hand, the save-a-watt model
provides compensation based on the value
created — a portion of the cost avoided from
not building new plants. It also provides

a comparable return on investments in
physical assets.
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Unlike other regulatory approaches to energy
efficiency, save-a-watt ensures customers

only pay for actual reductions in energy use
because all programs undergo a rigorous third-
party process to verify their energy savings.

Under more traditional regulatory models,
customers pay for energy efficiency programs,
regardless of whether they achieve the
intended results. If power has to be sourced
to compensate for a shortfall in energy
efficiency, customers end up paying twice —
once for the energy efficiency programs and
again for the cost of the power. But under the
save-a-watt model, the utility takes the risk:
If the intended energy efficiency results aren’t
achieved, the customer doesn’t pay.

Because returns are based on customer
value and not on how much was spent on
the programs, the save-a-watt model ensures
that the utility stays focused on lowering
costs and increasing energy reductions for
customers. This also encourages the utility
to develop innovative energy-saving services
that will achieve more energy reductions

and lower costs for customers.

For example, to increase customer adoption
and awareness, we are partnering with major
retailers on new energy efficiency products.
Furthermore, we're working with local
companies to hire additional staff to implement
our programs. Customers who participate

in the save-a-watt program will save money
by reducing their usage. Additionally, all
customers will save money because over

the long term, the utility will be able to

defer building new power plants. Better yet,
combining energy efficiency with a smart
grid — another Duke Energy initiative (see
page 20) — will generate even more savings.

The save-a-watt approach to energy efficiency
will help customers save money, create jobs
for our economy and reduce environmental
impacts. At the same time, it provides utilities
with a way to grow their business. It truly is

a win for customers, the local community,
investors and the environment. Our save-a-
watt program was approved by Ohio regulators
late last year. We continue to seek its regula-
tory approval in the other states where we
have regulated utility operations.

©
From left to right:

Catherine Heigel
Associate General Counsel,
Duke Energy Carolinas
Charlotte, N.C.

Raiford Smith

Director,

Marketing Operations,
Marketing and Energy Efficiency
Charlotte, N.C.

Dick Stevie

Managing Director,

Customer Market Analytics
Corporate Strategy and Planning
Cincinnati, Ohio



Redefining our
regulatory boundaries

Catherine Heigel advises
and represents Duke Energy
Carolinas and the company’s
other utilities on regulatory
matters. She is involved in
a wide variety of issues that
are core to the company’s
future success, including
rates, energy efficiency,

new nuclear generation and
renewable energy. Catherine
has been with Duke Energy
for eight years.

Raiford Smith leads a team
that develops and implements
new marketing projects (such
as save-a-watt) and assists
in developing marketing
strategies and policies. His
team works on solutions that
have the potential to trans-
form the industry, create new
revenue streams and add
customer value. Raiford has
been with Duke Energy for
seven years.

Dick Stevie manages a
technical team that provides
analytical support to organi-
zations across the company.
This includes market
research, sales forecasts,
energy efficiency and
demand-response program
analysis, load research and
marketing support. Dick has
been with the company for
almost 27 years.
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Climate Legislation Focus

The challenge we faced when we first thought
about how to address climate change centered
on the fact that we emit a lot of carbon dioxide
(CO,). This happens when fossil fuels are
burned to produce electricity. Sure, we have
nuclear and hydroelectric plants, but we also
have a lot of plants that use coal, the most
CO,-intense fuel. We were concerned about
how this would impact our region and our
customers. Unlike many businesses, we can't
simply close our operations and relocate to a
lower-cost country.

We need the right federal climate legislation,
and we're working to make that happen. The
centerpiece has to be cap-and-trade, with
provisions for a fair transition for those regions
that rely on local fuels, such as coal.

We're proud of our progress in this area,

but we've had help. We've been working

with many stakeholders, including the U.S.
Climate Action Partnership, a coalition of busi-
nesses (including our customers) and environ-
mental groups who don't see business as the
enemy. Working together, we've developed a
pragmatic set of policies — a legislative blue-
print for action — designed to protect the envi-
ronment, keep energy prices affordable and
keep the communities we serve healthy and
prosperous. Learn more at www.us-cap.org.

We are also working to manage climate change
risks. But to do so, the United States should
set a goal to lower its greenhouse gas emis-
sions by 80 percent by 2050. It's possible,
and while it won't be cheap or easy, it can

still be affordable.

Electric utilities can reduce their CO, emissions
to near zero by 2050. But to do that, we must
replace nearly all coal-fueled power plants with
new technologies. Because our economy is so

large, we'll need to use all possible options —

renewables, low-emitting coal, nuclear, natural
gas and energy efficiency.
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To keep the program affordable, we need

to more fully develop technologies that will
capture the CO, from coal and inject it deep
underground in the same sorts of formations
that have held oil and natural gas for millions
of years — a process called “carbon capture
and sequestration” or CCS. Some of the
underlying technologies are ready now, but
some need more federal support. We hope
to use CCS at the integrated gasification
combined cycle power plant we are building
in southwestern Indiana.

As we decarbonize electricity, we can also
use it to power our vehicles. Not all of this is
ready right now, but it is doable and people
are working to make it happen.

What about the cost? We are concerned about
that as well, especially given the current state
of the global economy. Capping greenhouse
gas emissions must not drive up the price of
electricity so much that it harms our customers
and investors. That's why we've made it our
business to understand the many policy
options and their impact on the economy

and our customers.

We believe that the right path is a market-
based cap-and-trade approach that protects
customers from rate shock by giving the value
of emissions allowances to customers. The
local distribution company, perhaps better
known as your local power company, is the
most effective and efficient vehicle for deliv-
ering this allowance value to customers. Done
right, climate change legislation won't harm
our economy. Done wrong, such as a cap-and-
trade system with a 100 percent auction of
emissions allowances, customers will unnec-
essarily see dramatic increases in their bills.

Putting a price on carbon will increase energy
prices, and we are concerned about the impact
that will have on the average household and
small business, not to mention our larger
customers. Our focus is on how to minimize
the increases and make them happen slowly
over time. We are also advancing plans, such
as our save-a-watt program (see page 22),

to help our customers use less energy so

as prices increase, the hit on their bank
accounts will be less.

Kevin Leahy
Managing Director,
Climate Policy
Cincinnati, Ohio



Redefining climate
change legislation

(.
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Kevin Leahy serves as an
internal environmental
economist, analyzing the
economic impact of proposed
and existing environmental
policies on Duke Energy and
its customers. He helps create
the company’s position on
and develops strategies

to help address these policies,
especially federal climate

change legislation. He also
serves as a “bridge” between
the company and its diverse
stakeholder groups on policy
issues. Kevin has been with
the company for 10 years.
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Board of Directors
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William Barnet 111

Chairman, President and CEO,

The Barnet Co. Inc. and

Barnet Development Corp.;

Chair, Finance and Risk Management
Committee; Member, Nuclear Oversight
Committee

Director of Duke Energy or its predecessor
companies since 2005. Barnet has been
the mayor of Spartanburg, S.C., since
2002. He serves on the board of Bank

of America and is a trustee of The Duke
Endowment. He is a former chairman of
the Palmetto Business Forum and the
board of trustees of Converse College.

G. Alex Bernhardt Sr.

Chairman and CEO, Bernhardt Furniture Co.;
Member, Audit and Nuclear Oversight
Committees

Director of Duke Energy or its predecessor
companies since 1991. Bernhardt joined
the family business in 1965 and became
chairman and CEO in 1996. He serves on
the boards of directors of Communities In
Schools and the North Carolina Nature
Conservancy. He is director emeritus and
past president of the American Furniture
Manufacturers Association, and past
president of the International Home
Furnishings Marketing Association.

Michael G. Browning

President and Chairman of the Board,
Browning Investments Inc.;

Chair, Audit Committee

Member, Corporate Governance and Finance
and Risk Management Committees

Director of Duke Energy or its predecessor
companies since 1990. Browning is vice
chairman of the Indianapolis Convention
and Visitors Association. He is a board
member of the Indianapolis Museum of Art
and serves on the Graduate School Advisory
Council of the University of Notre Dame.
Browning is a member of the Indiana
Public Officers Compensation Committee.

Daniel R. DiMicco

Chairman, President and CEQO, Nucor Corp.;
Member, Audit, Compensation and Corporate
Governance Committees

Director of Duke Energy or its predecessor
companies since 2007. DiMicco joined
Nucor Corp. in 1982 and held a number
of senior positions before being named
chairman in 2006. He is a former chair
of the American Iron and Steel Institute.
DiMicco was named the Charlotte
Business Journal's 2008 Businessperson
of the Year.

Ann Maynard Gray

Former President, Diversified Publishing
Group of ABC Inc.;

Lead Director; Chair, Corporate Governance
Committee; Member, Compensation and
Finance and Risk Management Committees

Director of Duke Energy or its predecessor
companies since 1994. Gray has held a
number of senior positions with American
Broadcasting Companies, including senior
vice president of finance, treasurer and
vice president of planning. She serves on
the boards of the Phoenix Companies, Inc.
and Elan Corporation, plc. She is a past
member of the board of trustees of

J.P. Morgan Funds.



James H. Hance Jr.

Retired Vice Chairman, Chief Financial Officer
and Board Member, Bank of America Corp.;
Chair, Compensation Committee; Member,
Finance and Risk Management Committee

Director of Duke Energy or its predecessor
companies since 2005. A certified public
accountant, Hance served Bank of America
and its predecessor for 18 years and spent
17 years with Price Waterhouse. He serves
on the boards of Sprint Nextel Corp.,
Cousins Properties Inc. and Rayonier Inc.
He is trustee of Washington University

and Johnson & Wales University.

James T. Rhodes

Retired Chairman, President and CEO,
Institute of Nuclear Power Operations (INPQ);
Chair, Nuclear Oversight Committee;
Member, Audit Committee

Director of Duke Energy or its predecessor
companies since 2001. Rhodes serves

on the Electric Power Research Institute’s
advisory council and is a former board
member of INPO, the Nuclear Energy
Institute, Edison Electric Institute and

the Southeastern Electric Exchange. He

is a former president and CEO of Virginia
Power and a past board member of
Dominion Resources.

James E. Rogers
Chairman, President and CEO,
Duke Energy

Rogers became chairman, president and
CEO of Duke Energy in 2007, having
served as chairman and CEO of Cinergy
since 1994 and PSI Energy since 1988.
He is chairman of the Institute for Electric
Efficiency and the Edison Foundation, and
serves as co-chair of the National Action
Plan for Energy Efficiency and the Alliance
to Save Energy. He is a director of Cigna
Corp. and Applied Materials Inc. Rogers
serves on the boards and Executive
Committees of the Nuclear Energy Institute
and the World Business Council for
Sustainable Development. He is a board
member of the Institute of Nuclear Power
Operations, the Business Roundtable and
the Nicholas Institute for Environmental
Policy Solutions. He is also a member of
the Honorary Committee of the Joint U.S.-
China Cooperation on Clean Energy.
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Philip R. Sharp

President, Resources for the Future;
Member, Audit and Nuclear Oversight
Committees

Director of Duke Energy since 2007, having
served on a predecessor company'’s board
from 1995 to 2006. Sharp serves on the
board of directors of the Energy Foundation
and is a former member of the Indiana
delegation to the U.S. House of
Representatives. He served as
Congressional chair of the National
Commission on Energy Policy and was

a member of the House Energy and
Commerce Committee.

Dudley S. Taft

President and CEQ, Taft Broadcasting Co.;
Member, Compensation and Finance and
Risk Management Committees

Director of Duke Energy or its predecessor
companies since 1994. Taft serves on the
boards of the Unifi Mutual Holding Co. and
Fifth Third Bancorp. He is chairman of the
Cincinnati Association for the Arts and a
trustee of Boys and Girls Club of Greater
Cincinnati and the Cincinnati Institute of
Fine Arts.

Duke Energy 27



Executive Management

28 Duke Energy

Roberta B. Bowman
Senior Vice President and
Chief Sustainability Officer

Bowman is responsible for the company’s
strategy to balance environmental, eco-
nomic and social issues and opportunities.
She has more than 30 years of experience
in energy, including roles in public policy,
issues management and stakeholder rela-
tions. Bowman also serves on a number of
industry, community and business boards,
including Women Corporate Directors.

Brett C. Carter
President, Duke Energy Carolinas

Carter leads Duke Energy’s utility business
in North Carolina and South Carolina,
including its legislative and regulatory
strategy, economic development and
community affairs. Duke Energy Carolinas
serves approximately 2.4 million custom-
ers. Previously, Carter served as senior vice
president of customer service and business
development for Duke Energy. In 2008,

he was appointed by the governor to the
North Carolina State Ports Authority Board.
He also serves on several community
boards including Crisis Assistance Ministry.

Lynn J. Good
Group Executive and President,
Commercial Businesses

Good is responsible for Midwest
nonregulated generation, Duke Energy
International, the telecommunications
businesses, and all corporate development
and merger and acquisition activities.
She also leads Duke Energy Generation
Services, the business that develops,
owns and operates fossil fuel and
renewable generation assets. Previously,
Good served as senior vice president and
treasurer for Duke Energy. Prior to that,
she was Cinergy’s chief financial officer.

David L. Hauser
Group Executive and Chief Financial Officer

Hauser became Duke Energy’s chief
financial officer in 2004. Since joining

the company in 1973, positions he has
held include controller, vice president of
procurement services and materials, senior
vice president of global asset development
and senior vice president and treasurer.
Hauser has chaired the Edison Electric
Institute’s FERC Accounting Liaison Group
and General Accounting Committee.

Dhiaa M. Jamil
Group Executive and Chief Nuclear Officer

Jamil is responsible for the safe and
efficient operation of the company’s
nuclear generating stations. He has more
than 28 years of experience in the energy
industry and previously served as senior
vice president of nuclear support for

the company. Jamil is a member of the
INPO Executive Advisory Group and

the Nuclear Energy Institute’s Strategic
Initiative Advisory Committee.

Julie S. Janson
President, Duke Energy Ohio and
Duke Energy Kentucky

Janson leads Duke Energy’s Ohio and
Kentucky utility businesses, including
legislative and regulatory strategy,
economic development and community
affairs. Duke Energy serves approximately
825,000 customers in Ohio and Kentucky.
Previously, Janson served as senior vice
president of ethics and compliance, and
corporate secretary for Duke Energy. Prior
to that, she served as corporate secretary
and chief compliance officer for Cinergy.

Marc E. Manly
Group Executive, Chief Legal Officer and
Corporate Secretary

Manly leads Duke Energy’s office of
general counsel, which includes internal
audit, ethics and compliance, legal and
human resources. He served as Cinergy’s
executive vice president and chief legal
officer since 2002. Before joining Cinergy,
Manly served as managing director for law
and governmental affairs, general counsel
and corporate secretary for NewPower
Holdings Inc.



David W. Mohler
Vice President and Chief Technology Officer

Mobhler is responsible for the development
and application of technologies in support
of Duke Energy’s strategic objectives.
Previously, he served as vice president

of strategic planning for Duke Energy, a
position he also held at Cinergy. Mohler
serves on the Electric Power Research
Institute’s Research Advisory Committee
and the boards of GridPoint and Advanced
Energy Corp.

Christopher C. Rolfe
Group Executive and
Chief Administrative Officer

Rolfe leads several of Duke Energy’s
corporate functions, including supply
chain, information technology, operations
services and other administrative activities.
He previously served as group executive
and chief human resources officer for
Duke Energy. Rolfe joined Duke Power

in 1972 as an engineering assistant and
eventually worked on most of the utility’s
fossil, hydro and nuclear projects.

Ellen T. Ruff
President, Office of Nuclear Development

Ruff is responsible for furthering the
development of new nuclear generation
in the Carolinas, including advancing
Duke Energy’s plans for the proposed
Lee Nuclear Station. She was formerly
president of Duke Energy Carolinas. Ruff
serves on the boards of directors of the
North Carolina Chamber and the South
Carolina Manufacturers Alliance, and is a
member of the Palmetto Business Forum.

Jim L. Stanley
President, Duke Energy Indiana

Stanley leads Duke Energy’s Indiana utility
business, including its legislative and
regulatory strategy, economic development
and community affairs. Duke Energy
Indiana serves approximately 775,000
customers. Previously, Stanley served as
vice president of field operations for Duke
Energy’s Midwest service area. He serves
on the boards of directors of the Indiana
Energy Association and the Central Indiana
Corporate Partnership.
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R. Sean Trauschke
Senior Vice President, Investor Relations
and Financial Planning

Trauschke is responsible for monitoring
trends in investment markets and for
maintaining key relationships with
investors, financial analysts and financial
institutions, as well as oversight of
corporate financial planning and analysis.
He joined the company in 1989. Prior

to his current position, Trauschke served
as Duke Energy’s chief risk officer and
chief credit officer.

B. Keith Trent
Group Executive and Chief Strategy,
Policy and Regulatory Officer

Trent is responsible for strategy, state
and federal policy and government
affairs, technology initiatives, corporate
communications, community affairs, and
environment, health and safety policy.
His team includes the regulated utility
company presidents’ organizations, which
have responsibility for regulatory and
legislative activities in five states. Trent
has more than 18 years of experience

as an accomplished legal counselor. He
serves on the board of Bright Automotive
Inc. and is co-chair of The Keystone
Energy Board.

James L. Turner

Group Executive; President and
Chief Operating Officer

U.S. Franchised Electric and Gas

Turner has profit and loss responsibility for
Duke Energy’s largest business segment,
which serves approximately 4 million
customers. He oversees the company’s
fossil-hydro generation, power delivery,
gas distribution, customer service, sales
and marketing, wholesale business, new
generation projects, smart grid implemen-
tation, and the environment, health and
safety organization. Turner serves on the
board of EnerNOC Inc., a firm specializing
in demand management.
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Non-GAAP Financial Measures

2008 Adjusted Diluted Earnings Per Share (EPS)

Duke Energy’s 2008 Summary Annual Report references 2008
adjusted diluted EPS of $1.21. Adjusted diluted EPS is a non-GAAP
(generally accepted accounting principles) financial measure as
it represents diluted EPS from continuing operations, adjusted
for the per-share impact of special items and the mark-to-market
impacts of economic hedges in the Commercial Power segment.
Special items represent certain charges and credits which
management believes will not be recurring on a regular basis.
Mark-to-market adjustments reflect the mark-to-market impact
of derivative contracts, which is recognized in GAAP earnings
immediately as such derivative contracts do not qualify for

hedge accounting or regulatory accounting, used in Duke Energy’s
hedging of a portion of the economic value of certain of its
generation assets in the Commercial Power segment. The
economic value of the generation assets is subject to fluctuations
in fair value due to market price volatility of the input and output
commodities (e.g., coal, power) and, as such, the economic
hedging involves both purchases and sales of those input and
output commodities related to the generation assets. Because the
operations of the generation assets are accounted for under the
accrual method, management believes that excluding the impact
of mark-to-market changes of the economic hedge contracts from
adjusted earnings until settlement better matches the financial
impacts of the hedge contract with the portion of the economic
value of the underlying hedged asset. The most directly comparable
GAAP measure for adjusted diluted EPS is reported diluted EPS
from continuing operations, which includes the impact of special
items and the mark-to-market impacts of economic hedges in
the Commercial Power segment. The following is a reconciliation
of reported diluted EPS from continuing operations to adjusted
diluted EPS for 2008:

2008
Diluted EPS from continuing operations, as reported $ 1.01
Diluted EPS from discontinued operations, as reported 0.01
Diluted EPS from extraordinary items, as reported 0.05
Diluted EPS, as reported 1.07
Adjustments to reported EPS:
Diluted EPS from discontinued operations (0.01)
Diluted EPS from extraordinary items (0.05)
Diluted EPS impact of special items and
mark-to-market in Commercial Power (see below) 0.20
Diluted EPS, adjusted $ 1.21

The following is the detail of the $(0.20) in special items and
mark-to-market in Commercial Power impacting adjusted diluted
EPS for 2008:

2008

Diluted

Pre-Tax Tax EPS

(In millions, except per-share amounts) Amount Effect Impact
Costs to achieve the Cinergy merger $ (44) $17 $(0.02)
Crescent project impairments (214) 83 (0.10)
Emission allowances impairment (82) 30 (0.04)
Mark-to-market impact of economic hedges (75) 27  (0.04)
Total Adjusted Diluted EPS impact $(0.20)
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2008 Employee Incentive Target Measure

Duke Energy’s 2008 Summary Annual Report references the
company’s 2008 employee EPS incentive target. The EPS measure
used for employee incentive bonuses is primarily based on adjusted
diluted EPS. The materials also reference the forecasted range of
growth in adjusted diluted EPS through 2013 on a compound
annual growth rate (CAGR) basis. Adjusted diluted EPS is a
non-GAAP financial measure, as it represents diluted EPS from
continuing operations, adjusted for the per-share impact of special
items and the mark-to-market impacts of economic hedges in

the Commercial Power segment. Special items represent certain
charges and credits which management believes will not be
recurring on a regular basis. Mark-to-market adjustments reflect
the mark-to-market impact of derivative contracts, which is
recognized in GAAP earnings immediately as such derivative con-
tracts do not qualify for hedge accounting or regulatory accounting,
used in Duke Energy’s hedging of a portion of the economic value
of certain of its generation assets in the Commercial Power seg-
ment. The most directly comparable GAAP measure for adjusted
diluted EPS is reported diluted EPS from continuing operations,
which includes the impact of special items and the mark-to-market
impacts of economic hedges in the Commercial Power segment.
Due to the forward-looking nature of this non-GAAP financial
measure for future periods, information to reconcile it to the

most directly comparable GAAP financial measure is not available
at this time, as management is unable to project special items

or mark-to-market adjustments for future periods.

Forecasted 2009 Adjusted Segment EBIT and

2008 Adjusted Total Segment EBIT

Duke Energy’s 2008 Summary Annual Report includes a discus-
sion of forecasted 2009 adjusted EBIT for each of Duke Energy’s
reportable segments as a percentage of forecasted 2009 adjusted
total segment EBIT and a reference to the company’s total 2008
adjusted segment EBIT. Forecasted 2009 adjusted segment and
total segment EBIT amounts are non-GAAP financial measures,
as they represent reported segment EBIT adjusted for the impact
of special items and the mark-to-market impacts of economic
hedges in the Commercial Power segment. Special items represent
certain charges and credits which management believes will not
be recurring on a regular basis. Mark-to-market adjustments reflect
the mark-to-market impact of derivative contracts, which is recog-
nized in GAAP earnings immediately, as such derivative contracts
do not qualify for hedge accounting or regulatory accounting used
in Duke Energy’s hedging of a portion of the economic value of
certain of its generation assets in the Commercial Power segment.
The most directly comparable GAAP measures for adjusted seg-
ment EBIT and total segment EBIT are reported segment EBIT
and total segment EBIT, which represent segment results from
continuing operations, including any special items and the
mark-to-market impacts of economic hedges in the Commercial
Power segment. Due to the forward-looking nature of this
non-GAAP financial measure for 2009, information to reconcile

it to the most directly comparable GAAP financial measure is

not available at this time, as management is unable to project
special items or mark-to-market adjustments for future periods.



The following is a reconciliation of 2008 adjusted segment EBIT to reported segment EBIT:

Special

Items — Economic

Emission Hedges
Adjusted Allowances (Mark-to- Reported
EBIT Impairment Market) EBIT
U.S. Franchised Electric and Gas $ 2,398 $ — $ — $ 2,398
Commercial Power 421 (82) (75) 264
International Energy 411 — — 411
Total segment EBIT $ 3,230 $(82) $ (75) $ 3,073

Forward-Looking Statement

This report includes forward-looking statements within the meaning
of Section 27A of the Securities Act of 1933 and Section 21E of
the Securities Exchange Act of 1934. Forward-looking statements
are based on management’s beliefs and assumptions. These for-
ward-looking statements are identified by terms and phrases such
as “anticipate,” “believe,” “intend,” “estimate,” “expect,” “continue,”
“should,” “could,” “may,” “plan,” “project,” “predict,” “will,” “poten-
tial,” “forecast,” “target” and similar expressions. Forward-looking
statements involve risks and uncertainties that may cause actual
results to be materially different from the results predicted. Factors
that could cause actual results to differ materially from those indi-
cated in any forward-looking statement include, but are not limited
to: state, federal and foreign legislative and regulatory initiatives,
including costs of compliance with existing and future environmen-
tal requirements; state, federal and foreign legislative and regula-
tory initiatives and rulings that affect cost and investment recovery
or have an impact on rate structures; costs and effects of legal and
administrative proceedings, settlements, investigations and claims;
industrial, commercial and residential growth in Duke Energy’s
service territories; additional competition in electric markets and
continued industry consolidation; political and regulatory uncer-
tainty in other countries in which Duke Energy conducts business;
the influence of weather and other natural phenomena on Duke
Energy’s operations, including the economic, operational and other
effects of storms, hurricanes, droughts and tornados; the timing
and extent of changes in commaodity prices, interest rates and
foreign currency exchange rates; unscheduled generation outages,
unusual maintenance or repairs and electric transmission system
constraints; the performance of electric generation and of projects

”ou ”ou

”ou nou

2008 Summary Annual Report

undertaken by Duke Energy’s nonregulated businesses; the

results of financing efforts, including Duke Energy’s ability to obtain
financing on favorable terms, which can be affected by various fac-
tors, including Duke Energy’s credit ratings and general economic
conditions; declines in the market prices of equity securities and
resultant cash funding requirements for Duke Energy’s defined ben-
efit pension plans; the level of credit worthiness of counterparties to
Duke Energy’s transactions; employee workforce factors, including
the potential inability to attract and retain key personnel; growth in
opportunities for Duke Energy’s business units, including the timing
and success of efforts to develop domestic and international power
and other projects; construction and development risks associated
with the completion of Duke Energy’s capital investment projects

in existing and new generation facilities, including risks related to
financing, obtaining and complying with terms of permits, meeting
construction budgets and schedules, and satisfying operating and
environmental performance standards, as well as the ability to
recover costs from ratepayers in a timely manner; the effect of
accounting pronouncements issued periodically by accounting
standard-setting bodies; and the ability to successfully complete
merger, acquisition or divestiture plans.

In light of these risks, uncertainties and assumptions, the events
described in the forward-looking statements might not occur or
might occur to a different extent or at a different time than Duke
Energy has described. Duke Energy undertakes no obligation to
publicly update or revise any forward-looking statements, whether
as a result of new information, future events or otherwise.
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Investor Information

Annual Meeting
The 2009 Annual Meeting of Duke Energy Shareholders
will be:

Date: Thursday, May 7, 2009
Time: 10 a.m.
Place:  0O.J. Miller Auditorium,

Energy Center
526 South Church Street
Charlotte, NC 28202

Shareholder Services

Shareholders may call 800-488-3853 or 704-382-3853
with questions about their stock accounts, legal transfer
requirements, address changes, replacement dividend checks,
replacement of lost certificates or other services. Additionally,
registered users of DUK-Online, our online account manage-
ment service, may access their accounts through the Internet.

Send written requests to:
Investor Relations
Duke Energy
P.O. Box 1005
Charlotte, NC 28201-1005

For electronic correspondence, visit
www.duke-energy.com/contactIR.

Stock Exchange Listing

Duke Energy’s common stock is listed on the New York
Stock Exchange. The company’s common stock trading
symbol is DUK.

Web Site Addresses

Corporate home page:
www.duke-energy.com

Investor Relations:
www.duke-energy.com/investors

InvestorDirect Choice Plan

The InvestorDirect Choice Plan provides a simple and
convenient way to purchase common stock directly through
the company, without incurring brokerage fees. Purchases may
be made weekly. Bank drafts for monthly purchases, as well
as a safekeeping option for depositing certificates into the plan,
are available.

The plan also provides for full reinvestment, direct deposit
or cash payment of dividends. Additionally, participants may
register for DUK-Online, our online account management
service.
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Financial Publications

Duke Energy’s summary annual report, SEC Form 10-K
and related financial publications can be found on our
Web site at www.duke-energy.com/investors. Printed copies
are also available free of charge upon request.

Duplicate Mailings

If your shares are registered in different accounts, you may
receive duplicate mailings of annual reports, proxy statements
and other shareholder information. Call Investor Relations

for instructions on eliminating duplications or combining

your accounts.

Transfer Agent and Registrar
Duke Energy maintains shareholder records and acts as transfer
agent and registrar for the company’s common stock.

Dividend Payment

Duke Energy has paid quarterly cash dividends on its common
stock for 82 consecutive years. For the rest of 2009, dividends
on common stock are expected to be paid, subject to declara-
tion by the Board of Directors, on June 16, Sept. 16 and

Dec. 16, 2009.

Bond Trustee
If you have questions regarding your bond account, call
800-275-2048, or write to:

The Bank of New York Mellon

Global Trust Services

101 Barclay Street

New York, NY 10286

Send Us Feedback

We welcome your opinion on this summary annual report.
Please visit www.duke-energy.com/investors, where you can
view and provide feedback on both the print and online
versions of this report. Or contact Investor Relations directly.

Duke Energy is an equal opportunity employer. This report
is published solely to inform shareholders and is not to be
considered an offer, or the solicitation of an offer, to buy
or sell securities.

label support the development of
responsible forest management
worldwide. The wood comes from
Forest Stewardship Council (FSC)-
certified well-managed forests, company-controlled sources and/or recycled
material. The recycling symbol identifies post-consumer recycled content in
these products. This annual report is printed on paper manufactured with
energy generated from renewable sources.
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Duke Energy at a Glance

2009 Adjusted Segment EBIT*

Commercial Power

Duke

U.S. Franchised
Electric and Gas

Energy

Duke Energy
International

U.S. Franchised Electric and Gas

Commercial Power

U.S. Franchised Electric and Gas (USFE&G) consists of Duke
Energy’s regulated generation, electric and gas transmission
and distribution systems. Its generation portfolio is a mix of

fuel sources — coal, oil/natural gas, nuclear and hydroelectric.

USFE&G is Duke Energy’s largest business segment and
primary source of earnings.

Electric Operations

m Owns approximately 27,400 megawatts of generating
capacity

m Supplies electric service to approximately 4 million
customers

m Serves territories in five states — North Carolina, South
Carolina, Ohio, Indiana and Kentucky — that total about
48,000 square miles with an estimated population of
11 million

m Operates 150,900 miles of distribution lines and a
20,900-mile transmission system

Gas Operations

m Provides regulated transmission and distribution service
to approximately 500,000 customers over a 3,000-square-
mile service territory in Ohio and Kentucky

Commercial Power owns, operates and manages power plants,

primarily in the Midwest. Commercial Power also includes

Duke Energy Generation Services (DEGS), which develops,

owns and operates generation sources (including wind assets)

that serve large energy consumers, municipalities, utilities and

industrial facilities.

m Owns and operates a balanced generation portfolio of
approximately 7,550 megawatts (excluding wind portfolio)

m Approximately 4,000 megawatts are dedicated to serve
regulated customers in Ohio

m DEGS currently has approximately 370 megawatts of wind
energy in operation and over 5,000 megawatts of wind
energy projects in the potential development pipeline

Duke Energy International

Duke Energy International (DEI) operates and manages power

generation facilities located in the Central and South American

countries of Argentina, Brazil, Ecuador, El Salvador, Guatemala

and Peru. DEI also owns equity investments in Saudi Arabia

and Greece.

m Owns, operates or has substantial interests in approximately
4,000 net megawatts of generation facilities

m About 75 percent of DEI's generating capacity is hydro-
electric, and for 2009, approximately 90 percent is either
currently contracted or receives a system capacity payment

* Forecasted 2009 adjusted segment Earnings Before Interest and Taxes (EBIT) contribution.

** Percent of forecasted adjusted total segment EBIT does not include results for the operations labeled as Other.
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