Duke
Energy-

March 20, 2009

Dear Shareholder:

| am pleased to invite you to our annual meeting to be held on May 7, 2009, in the O. J.
Miller Auditorium located in our Charlotte headquarters building.

As explained in the enclosed proxy statement, at this year’s meeting you will be asked to
vote for the election of directors, to ratify the selection of the independent public accountant and to
consider any other business that may properly come before the meeting.

It is important that all Duke Energy shareholders, regardless of the number of shares owned,
participate in the affairs of the Company. At Duke Energy’s last annual meeting, in May 2008, over
86 percent of Duke Energy’s shares were represented in person or by proxy.

Even if you plan to attend this year’s meeting, it is a good idea to vote your shares now
before the meeting, in the event your plans change. You may mark, date and sign the proxy card
and return it to us. Alternatively, you may also vote by telephone or the internet. Please follow the
voting instructions that are included on your proxy card.

Whether you choose to vote by mail, telephone or internet, your response is greatly
appreciated.

We hope you will find it possible to attend this year’'s meeting, and thank you for your
continued interest in Duke Energy.

Sincerely,

(omees E By

James E. Rogers
Chairman, President and
Chief Executive Officer






Duke Energy Corporation
526 South Church Street
Charlotte, NC 28202-1802

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
May 7, 2009

March 20, 2009

We will convene the annual meeting of shareholders of Duke Energy Corporation on
Thursday, May 7, 2009, at 10:00 a.m. in the O. J. Miller Auditorium in the Energy Center located at
526 South Church Street in Charlotte, North Carolina.

The purpose of the annual meeting is to consider and take action on the following:
1. Election of directors;

2. Ratification of Deloitte & Touche LLP as Duke Energy’s independent public accountant
for 2009; and

3. Transact any other business that may properly come before the meeting (or any
adjournment or postponement of the meeting).

Shareholders of record as of the close of business on March 12, 2009, are entitled to vote at
the annual meeting. It is important that your shares be represented at this meeting.

Whether or not you expect to be present at the annual meeting, please vote by marking,
dating and signing the proxy card and returning it to us. You may also vote by telephone or
internet. Please follow the voting instructions that are included on your proxy card. Regardless of
the manner in which you vote, we urge and greatly appreciate your prompt response.

By order of the Board of Directors.

Mo S

Marc E. Manly
Group Executive, Chief Legal Officer
and Corporate Secretary
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FREQUENTLY ASKED QUESTIONS AND ANSWERS ABOUT
THE ANNUAL MEETING

Q: On what am | voting?
A: * Election of directors; and

* Ratification of Deloitte & Touche LLP (“Deloitte””) as Duke Energy Corporation’s (“Duke
Energy”’) independent public accountant for 2009.

Q: Who can vote?

A: Holders of Duke Energy’s common stock as of the close of business on the record date,
March 12, 2009, are entitled to vote, either in person or by proxy, at the annual meeting.
Each share of Duke Energy common stock has one vote.

Q: How do I vote?

A: By Proxy — Before the annual meeting, you can give a proxy to vote your shares of Duke
Energy common stock in one of the following ways:

* by telephone;
* by internet; or

* by completing and signing your proxy card and mailing it in time to be received prior to
the annual meeting.

The telephone and internet voting procedures are designed to confirm your identity, to
allow you to give your voting instructions and to verify that your instructions have been
properly recorded. If you wish to vote by telephone or internet, please follow the
instructions that are included on your proxy card.

If you mail us your properly completed and signed proxy card, or vote by telephone or
internet, your shares of Duke Energy common stock will be voted according to the
choices that you specify. If you sign and mail your proxy card without marking any
choices, your proxy will be voted:

* FOR the election of all nominees for director; and

* FOR the ratification of Deloitte as Duke Energy’s independent public accountant for
2009.

We do not expect that any other matters will be brought before the annual meeting.
However, by giving your proxy, you appoint the persons named as proxies as your
representatives at the annual meeting. If an issue should arise for vote at the annual
meeting that is not included in the proxy material, the proxy holders will vote your shares
in accordance with their best judgment.



In Person — You may come to the annual meeting and cast your vote there. If your shares
are held in the name of your broker, bank or other nominee and you wish to vote at the
annual meeting, you must bring an account statement or letter from the nominee
indicating that you were the owner of the shares on March 12, 2009.

May | change or revoke my vote?

Yes. You may change your vote or revoke your proxy at any time by:

* notifying Duke Energy’s Corporate Secretary in writing that you are revoking your proxy;
* providing another signed proxy that is dated after the proxy you wish to revoke;

* using the telephone or internet voting procedures; or

* attending the annual meeting and voting in person.

Will my shares be voted if | do not provide my proxy?

It depends on whether you hold your shares in your own name or in the name of a bank
or brokerage firm. If you hold your shares directly in your own name, they will not be
voted unless you provide a proxy or vote in person at the meeting.

Brokerage firms generally have the authority to vote customers’ unvoted shares on certain
“routine” matters. If your shares are held in the name of a brokerage firm, the brokerage
firm can vote your shares for the election of directors and for ratification of Deloitte as
Duke Energy’s independent public accountant for 2009 if you do not timely provide your
proxy because these matters are considered “routine” under the applicable rules.

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 confidentially.

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.
Because the plan trustee must process voting instructions from participants before the
date of the annual meeting, you are urged to deliver your instructions no later than May 1,
2009.



What constitutes a quorum?

As of the record date, 1,283,368,233 shares of Duke Energy common stock were issued
and outstanding and entitled to vote at the annual meeting. In order to conduct the annual
meeting, a majority of the shares entitled to vote must be present in person or by proxy.
This is referred to as a “quorum.” If you submit a properly executed proxy card or vote by
telephone or on the internet, you will be considered part of the quorum. Abstentions and
broker “non-votes” will be counted as present and entitled to vote for purposes of
determining 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 from the owner
of the shares and, under New York Stock Exchange (“NYSE”) listing standards, does not
have discretionary authority to vote on a matter.

What vote is needed to approve the matters submitted?

Directors are elected by a plurality of the votes cast at the meeting, subject to the Board
of Directors’ policy regarding resignations for directors who do not receive a majority of
“FOR” votes. “Plurality” means that the nominees receiving the largest number of votes
cast are elected as directors up to the maximum number of directors to be chosen at the
meeting. The affirmative vote of a majority of the shares present and entitled to vote at the
annual meeting is required to approve the ratification of Deloitte as Duke Energy’s
independent public accountant for 2009. In tabulating the vote on any matter other than
the election of directors, abstentions will have the same effect as votes against the matter
and shares that are the subject of a broker “non-vote” will be deemed absent and will
have no effect on the outcome of the vote.

Who conducts the proxy solicitation and how much will it cost?

Duke Energy is requesting your proxy for the annual meeting and will pay all the costs of
requesting shareholder proxies. We have hired Georgeson Shareholder

Communications, Inc. to help us send out the proxy materials and request proxies.
Georgeson’s fee for these services is $20,000, plus out-of-pocket expenses. We can
request proxies through the mail or personally by telephone, fax or other means. We can
use directors, officers and other employees of Duke Energy to request proxies. Directors,
officers and other employees will not receive additional compensation for these services.
We will reimburse brokerage houses and other custodians, nominees and fiduciaries for
their reasonable out-of-pocket expenses for forwarding solicitation material to the beneficial
owners of Duke Energy common stock.



PROPOSAL 1: ELECTION OF DIRECTORS

The Board of Directors

The Board of Directors of Duke Energy currently consists of 10 members. Effective
January 15, 2009, Ms. Mary L. Schapiro resigned from the Board of Directors, after being
nominated, and subsequently confirmed, to serve as Chairman of the Securities and Exchange
Commission. We have a declassified Board of Directors, which means all of the directors are voted
on every year at the annual meeting.

If any director is unable to stand for election, the Board of Directors may reduce the number
of directors or designate a substitute. In that case, shares represented by proxies may be voted for
a substitute director. We do not expect that any nominee will be unavailable or unable to serve. The
Corporate Governance Committee, comprised of only independent directors, has recommended the
following candidates as nominees for directors and the Board of Directors has approved their
nomination for election:

William Barnet, Il

Director of Duke Energy or its predecessor companies since 2005
Chairman, President and Chief Executive Officer

The Barnet Company Inc. and Barnet Development Corporation
Age 66

Mr. Barnet has served as Chairman, President and CEO of The Barnet
Company Inc. since 2001 and Barnet Development Corporation since 1990.
Both companies are real estate and investment firms. Mr. Barnet is the mayor
of Spartanburg, S.C. and is also a member of the board of directors of Bank
of America. In March 2006, Mr. Barnet was named as a Trustee of the Duke
Endowment.

G. Alex Bernhardt, Sr.

Director of Duke Energy or its predecessor companies since 1991
Chairman and CEO

Bernhardt Furniture Company

Age 66

Mr. Bernhardt has been associated with Bernhardt Furniture Company, a
furniture manufacturer, since 1965. He was named President and a director in
1976 and became Chairman and CEO in 1996.




Michael G. Browning

Director of Duke Energy or its predecessor companies since 1990
Chairman and President

Browning Investments, Inc.

Age 62

Mr. Browning has been Chairman and President of Browning
Investments, Inc., a real estate development firm, since 1981. He also serves
as owner, general partner or managing member of various real estate entities.

Daniel R. DiMicco

Director of Duke Energy or its predecessor companies since 2007
Chairman, President and Chief Executive Officer

Nucor Corporation

Age 58

Mr. DiMicco has served as President and Chief Executive Officer of Nucor
Corporation, a steel company, since 2000. He has been a member of the
Nucor Board of Directors since 2000 and has served as its Chairman since
2006. Mr. DiMicco is a former chair of the American Iron and Steel Institute.

Ann Maynard Gray

Director of Duke Energy or its predecessor companies since 1994
Former Vice President, ABC, Inc. and

Former President, Diversified Publishing Group of ABC, Inc.

Age 63

Ms. Gray was President, Diversified Publishing Group of ABC, Inc., a
television, radio and publishing company, from 1991 until 1997, and was a
Corporate Vice President of ABC, Inc. and its predecessors from 1979 to
1998. Ms. Gray has served as a director for various public companies,
including Duke Energy Corporation, for a number of years. She is currently a
director of Elan Corporation, plc and The Phoenix Companies, Inc.



James H. Hance, Jr.

Director of Duke Energy or its predecessor companies since 2005
Retired Vice Chairman and Chief Financial Officer

Bank of America

Age 64

Mr. Hance was Vice Chairman of Bank of America from 1994 until his
retirement in 2005 and served as Chief Financial Officer from 1988 to 2004.
Since retiring in 2005, Mr. Hance has served as a director for various public
companies, including Duke Energy Corporation. Mr. Hance is a certified
public accountant and spent 17 years with Price Waterhouse (now
PricewaterhouseCoopers LLP). He is a director of Sprint Nextel Corporation,
Cousins Properties Incorporated and Rayonier Inc. Mr. Hance also serves as
a Senior Advisor to the Carlyle Group.

James T. Rhodes

Director of Duke Energy or its predecessor companies since 2001
Retired Chairman, President and CEO

Institute of Nuclear Power Operations

Age 67

Dr. Rhodes was Chairman and CEO of the Institute of Nuclear Power
Operations, a nonprofit corporation promoting safety, reliability and
excellence in nuclear plant operation, from 1998 to 1999 and Chairman,
President and CEO from 1999 until his retirement in 2001. He served as
President and CEO of Virginia Electric & Power Company, a subsidiary of
Dominion Resources, Inc., from 1989 until 1997. Dr. Rhodes is a member of
the Advisory Council for the Electric Power Research Institute.

James E. Rogers

Director of Duke Energy or its predecessor companies since 1988
Chairman, President and Chief Executive Officer

Duke Energy Corporation

Age 61

Mr. Rogers has served as President, CEO and a member of the Board of
Directors of Duke Energy since its merger with Cinergy Corp. in 2006 and
has served as Chairman since 2007. Mr. Rogers was Chairman and CEO of
Cinergy Corp. from 1994 until its merger with Duke Energy. He was formerly
Chairman, President and CEO of PSI Energy, Inc. from 1988 until 1994.

Mr. Rogers is a director of Applied Materials, Inc. and CIGNA Corporation.



Philip R. Sharp

Director of Duke Energy or its predecessor companies since 2007
President

Resources for the Future

Age 66

Dr. Sharp has served as President of Resources for the Future since 2005.
He joined Duke Energy’s Board of Directors in 2007, having previously
served on the board of directors of one of its predecessor companies from
1995 to 2006. Dr. Sharp was a member of Congress from Indiana for

20 years, serving on the House Energy and Commerce Committee. He
currently serves as Congressional Chair of the non-profit National
Commission on Energy Policy.

Dudley S. Taft

Director of Duke Energy or its predecessor companies since 1985
President and CEO

Taft Broadcasting Company

Age 68

Mr. Taft has served as President and CEO of Taft Broadcasting Company,
which holds investments in media-related activities, since 1987. He is a
director of Fifth Third Bancorp.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” EACH NOMINEE.



INFORMATION ON THE BOARD OF DIRECTORS

Board of Directors’ Meetings and Attendance

The Board of Directors of Duke Energy met 8 times during 2008. No director attended less
than 75 percent of the total of the Board of Directors’ meetings and the meetings of the committees
upon which he or she served. Ms. Gray was appointed by the Board of Directors as lead director
on April 4, 2006. The lead director is responsible for leading, in conjunction with the Corporate
Governance Committee, the process for review of the Chief Executive Officer and Board, presiding
at Board of Directors’ meetings when the Chairman is not present, presiding at executive sessions
of the non-management directors, assisting in the setting of the Board of Directors’ meeting
agendas with the Chairman and serving as a liaison between the independent directors and the
Chairman and the Chief Executive Officer. Directors are encouraged to attend the annual meeting of
shareholders. All members of the Board of Directors attended Duke Energy’s last annual meeting of
shareholders on May 8, 2008.

Independence of Directors

The Board of Directors may determine a director to be independent if the Board of Directors
has affirmatively determined that the director has no material relationship with Duke Energy or its
subsidiaries (references in this proxy statement to Duke Energy’s subsidiaries shall mean its
consolidated subsidiaries), either directly or as a shareholder, director, officer or employee of an
organization that has a relationship with Duke Energy or its subsidiaries. Independence
determinations will be made on an annual basis at the time the Board of Directors approves
director nominees for inclusion in the annual proxy statement and, if a director joins the Board of
Directors in the interim, at such time.

The Board of Directors has determined that none of the directors, other than Mr. Rogers, has
a material relationship with Duke Energy or its subsidiaries, and all are, therefore, independent
under the listing standards of the NYSE. In arriving at this determination, the Board of Directors
considered all transactions and relationships between each director or any member of his or her
immediate family and Duke Energy and its subsidiaries.

To assist in this determination, the Board of Directors uses the following categorical
standards for relationships that are deemed not to impair a director’s independence:

Relationship Requirements for Immateriality of Relationship

Personal Relationships

The director or immediate family member » Utility services must be provided in the ordinary course of the

resides within a service area of, and is provider’s business and at rates or charges fixed in conformity
provided with utility service by, Duke with law or governmental authority, or if the service is
Energy or its subsidiaries. unregulated, on arm’s-length terms.

The director or immediate family member * The director or immediate family member can receive no extra
holds securities issued publicly by Duke benefit not shared on a pro rata basis.
Energy or its subsidiaries.



The director or immediate family member
receives pension or other form of deferred
compensation for prior service, or other
compensation unrelated to director or
meeting fees, from Duke Energy or its
subsidiaries.

* The compensation cannot be contingent in any way on
continued service, and

* The director has not been employed by Duke Energy or any
company that was a subsidiary of Duke Energy at the time of
such employment for at least three years, or the immediate
family member has not been an executive officer of Duke
Energy for at least three years and any such compensation
that is not pension or other form of deferred compensation for
prior service cannot exceed $10,000 per year.

Business Relationships

Payments for property or services are
made between Duke Energy or its
subsidiaries and a company associated*
with the director or immediate family
member who is an executive officer of the
associated company.

Indebtedness is outstanding between
Duke Energy or its subsidiaries and a
company associated* with the director or
immediate family member.

The director or immediate family member
is a nonmanagement director of a
company that does business with Duke
Energy or its subsidiaries or in which
Duke Energy or its subsidiaries have an
equity interest.

An immediate family member is an
employee (other than an executive officer)
of a company that does business with
Duke Energy or its subsidiaries or in
which Duke Energy or its subsidiaries
have an equity interest.

The director and his or her immediate
family members together own 5% or less
of a company that does business with
Duke Energy or its subsidiaries or in
which Duke Energy or its subsidiaries
have an equity interest.

e Payment amounts must not exceed the greater of $1,000,000
and 2% of the associated company’s revenues in any of its last
three fiscal years, and

Relationship must be in the ordinary course of Duke Energy’s
or its subsidiary’s business and on arm’s-length terms.

* Indebtedness amounts must not exceed 5% of the associated
company'’s assets in any of its last three fiscal years, and

Relationship must be in the ordinary course of Duke Energy’s
or its subsidiary’s business and on arm’s-length terms.

* The business must be done in the ordinary course of Duke
Energy’s or its subsidiary’s business and on arm’s-length
terms.

If the immediate family member lives in the director’s home, the
business must be done in the ordinary course of Duke
Energy’s or its subsidiary’s business and on arm’s-length
terms.

* None



Chatritable Relationships

Charitable donations or pledges are made ¢ Donations and pledges must not result in payments exceeding
by Duke Energy or its subsidiaries to a the greater of $100,000 and 2% of the charity’s revenues in any
charity associated* with the director or of its last three fiscal years.

immediate family member.

A charity associated* with the director or

Utility service must be provided in the ordinary course of the

immediate family member is located provider’s business and at rates or charges fixed in conformity
within a service area of, and is provided with law or governmental authority, or if the service is

with utility service by, Duke Energy or its unregulated, on arm’s-length terms.

subsidiaries.

Payments for property or services are * Relationships must be in the ordinary course of Duke Energy’s
made between Duke Energy or its or its subsidiary’s business and on arm’s-length terms or
subsidiaries and a charity associated* subject to competitive bidding.

with the director or immediate family

member.

*

An “associated” company or charity is one (a) for which the director or immediate family member is an
officer, director, advisory board member, trustee, general partner, principal or employee, or (b) of which
the director and immediate family members together own more than 5%.

For purposes of these standards, immediate family members include a director’s spouse,

parents, children, siblings, mothers- and fathers-in-law, sons- and daughters-in-law, brothers- and
sisters-in-law and anyone (other than domestic employees) who shares the director’'s home. For
purposes of the contribution relationship described under “Charitable Relationships” above,

payments exclude amounts contributed or pledged to match employee contributions or pledges.

Board of Directors’ Committees

The Board of Directors has the five standing committees described below:

¢ Audit Committee Overview

The Audit Committee selects and retains a firm of independent public accountants to
conduct audits of the accounts of Duke Energy and its subsidiaries. It also reviews with the
independent public accountants the scope and results of their audits, as well as the
accounting procedures, internal controls, and accounting and financial reporting policies
and practices of Duke Energy and its subsidiaries, and makes reports and
recommendations to the Board of Directors as it deems appropriate. The Audit Committee
is responsible for approving all audit and permissible non-audit services provided to Duke
Energy by its independent public accountants. Pursuant to this responsibility, the Audit
Committee adopted the policy on Engaging the Independent Auditor for Services, which
provides that the Audit Committee will establish detailed services and related fee levels that
may be provided by the independent public accountants and review such policy annually.
See page 18 for additional information on the Audit Committee’s pre-approval policy.

The Board of Directors has determined that Dr. Rhodes is an “audit committee financial
expert” as such term is defined in Item 401(h) of Regulation S-K. See page 6 for a
description of his business experience.

This committee met 12 times in 2008. During 2008, the Audit Committee was comprised of
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Ms. Schapiro (Chair) and Mr. Bernhardt, Dr. Rhodes and Dr. Sharp. Currently, the members
are Mr. Browning (Chair), Mr. Bernhardt, Mr. DiMicco, Dr. Rhodes and Dr. Sharp. Each of
these members has been determined to be “independent” within the meaning of the
NYSE’s listing standards, Rule 10A-3 of the Securities Exchange Act of 1934, as amended
(the “Exchange Act”) and the Company’s categorical standards for independence. In
addition, each of these members meets the financial literacy requirements for audit
committee membership under the NYSE'’s rules and the rules and regulations of the
Securities and Exchange Commission (“SEC”).

Compensation Committee Overview

The Compensation Committee establishes and reviews the overall compensation
philosophy, reviews and approves the salaries and other compensation of certain
employees, including all executive officers of Duke Energy, reviews and approves
compensatory agreements with executive officers, approves equity grants and reviews the
effectiveness of, and approves changes to, the compensation program. This committee
also makes recommendations to the Board of Directors on compensation for outside
directors.

The Compensation Committee meets as often as is necessary to perform its duties and
responsibilities. In 2008, the Compensation Committee met 8 times, and has met 3 times
so far in 2009. During 2008, the Compensation Committee was comprised of Mr. Hance
(Chair), Mr. Browning, Mr. DiMicco, Ms. Gray and Mr. Taft. Currently, the members are

Mr. Hance (Chair), Mr. DiMicco, Ms. Gray and Mr. Taft. All current members of the
Compensation Committee are considered to be “independent” within the meaning of the
NYSE'’s listing standards and the Company’s categorical standards for independence, to
be “outside directors” within the meaning of Section 162(m) of the Internal Revenue Code
of 1986, as amended (the “Code”) and, other than Mr. DiMicco, to be “non-employee
directors” within the meaning of Rule 16b-3 of the Exchange Act.

The Compensation Committee Charter authorizes the Compensation Committee to engage
advisors and compensation consultants. The Compensation Committee has engaged
Frederic W. Cook & Company, Inc. to report directly to the Compensation Committee as its
independent compensation consultant. Frederic W. Cook & Company, Inc. performs such
tasks as the Compensation Committee or its Chairman may request. Management’s role in
the compensation-setting process is to recommend compensation programs and assemble
information as requested by the Compensation Committee, which then exercises discretion
in its decisions. The roles of the compensation consultant and management are described
in more detail in the Compensation Discussion and Analysis.

Corporate Governance Committee Overview

The Corporate Governance Committee considers matters related to corporate governance
and formulates and periodically revises governance principles. It recommends the size and
composition of the Board of Directors and its committees and recommends potential
successors to the Chief Executive Officer. This committee also recommends to the Board
of Directors the slate of nominees, including any nominees recommended by shareholders,
for director for each year’s annual meeting and, when vacancies occur, names of
individuals who would make suitable directors of Duke Energy. This committee may
engage an external search firm or a third party to identify or evaluate or to assist in
identifying or evaluating a potential nominee. The committee also performs an annual
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evaluation of the performance of the Chief Executive Officer with input from the full Board
of Directors.

This committee met 6 times in 2008. During 2008, the Corporate Governance Committee
was comprised of Ms. Gray (Chair), Mr. Browning, Mr. DiMicco and Ms. Schapiro.
Currently, the members are Ms. Gray (Chair), Mr. Browning and Mr. DiMicco. Each of these
members has been determined to be “independent” within the meaning of the NYSE’s
listing standards and the Company’s categorical standards for independence.

* Finance and Risk Management Committee Overview

The Finance and Risk Management Committee reviews Duke Energy’s financial and fiscal
affairs and makes recommendations to the Board of Directors regarding dividends,
financing and fiscal policies. It reviews the financial exposure of Duke Energy, as well as
mitigating strategies, reviews Duke Energy’s risk exposure as related to overall company
portfolio and impact on earnings, and reviews the financial impacts of major transactions
as related to mergers, acquisitions, reorganizations and divestitures.

This committee met 9 times in 2008. During 2008, the Finance and Risk Management
Committee was comprised of Mr. Barnet (Chair), Mr. Browning, Ms. Gray, Mr. Hance and
Mr. Taft. Currently, the members are Mr. Barnet (Chair), Mr. Browning, Ms. Gray, Mr. Hance
and Mr. Taft.

* Nuclear Oversight Committee Overview

The Nuclear Oversight Committee provides oversight of the nuclear safety, operational and
financial performance, and long-term plans and strategies of Duke Energy’s nuclear power
program. The oversight role is one of review, observation and comment and in no way
alters management’s authority, responsibility or accountability.

This committee met 4 times in 2008. During 2008, the Nuclear Oversight Committee was
comprised of Dr. Rhodes (Chair), Mr. Barnet, Mr. Bernhardt and Dr. Sharp. Currently, the
members are Dr. Rhodes (Chair), Mr. Barnet, Mr. Bernhardt and Dr. Sharp.

Each committee operates under a written charter adopted by the Board of Directors. The
charters are posted on our website at www.duke-energy.com/corporate-governance/board-
committee-charters.asp and are available in print to any shareholder upon request.
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Board of Directors Committee Membership Roster (as of March 12, 2009)

Corporate  Finance and Risk  Nuclear

Name Audit Compensation Governance Management Oversight
William Barnet, llI Xe X
G. Alex Bernhardt, Sr. X
Michael G. Browning Xe X X
Daniel R. DiMicco X X
Ann Maynard Gray X Xe X
James H. Hance, Jr. Xe X
James T. Rhodes Xe
James E. Rogers
Philip R. Sharp X
Dudley S. Taft X X
. Committee Chair

Directors’ Compensation

Annual Retainer and Fees.
outside directors consisted of:

Effective May 8, 2008, the retainer and meeting fees paid to our

Meeting Fees

In-Person
Attendance In-Person
at Meetings Meetings
Held in Not Held in
Conjunction Conjunction
With a With a
Fee Regular Regular
(Other Board of Board of Telephonic
Than for Directors Directors Participation
Type of Fee Meetings)($) Meeting($) Meeting($) in Meetings($)
Annual Board of Directors
Retainer (Cash) 50,000
Annual Board of Directors
Retainer (Stock) 100,000
Board of Directors Meeting Fees 2,000 2,500 2,000
Annual Lead Director Retainer 35,000
Annual Audit Committee Chair
Retainer 20,000
Annual Chair Retainer (Other
Committees) 10,000
Audit Committee Meeting Fees 3,000 2,500 2,000
Nuclear Oversight Committee
Meeting Fees 4,000 2,500 2,000
Other Committee Meeting Fees 2,000 2,500 2,000
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The director compensation program was changed on May 8, 2008, to increase the annual
lead director fee from $20,000 to $35,000 and to increase the annual chair retainer from $8,500 to
$10,000 for all committees other than the Audit Committee, which remained at $20,000.

Annual Stock Retainer for 2008. In 2008, each director, with the exception of Mr. Cox whose
service on the Board of Directors ended at the May 2008 annual meeting of shareholders, received
the portion of his or her annual retainer that was payable in stock in the form of 5,390 fully-vested
shares that were granted under the Duke Energy Corporation 2006 Long-Term Incentive Plan.

Deferral Plans and Stock Purchases. Directors may elect to receive all or a portion of their
annual compensation, consisting of retainers and attendance fees, on a current basis, or defer such
compensation under the Duke Energy Corporation Directors’ Savings Plan. Deferred amounts are
credited to an unfunded account for the director’s benefit, the balance of which is adjusted for the
performance of phantom investment options, including the Duke Energy common stock fund, as
elected by the director. Each outside director will receive deferred amounts credited to his or her
account generally following termination of his or her service from the Board of Directors, in
accordance with his or her distribution elections.

During 2008, the Duke Energy Corporation Directors’ Savings Plan was amended to comply
with Section 409A of the Code. The amendments impacted the timing and form of the payment of
benefits under the Directors’ Savings Plan. All members of the Board of Directors who participate in
the Directors’ Savings Plan were provided a one-time opportunity to elect to receive a lump sum
payment of all or a portion of their benefits that are subject to Section 409A, payable in the form of
a single lump sum in 2009. None of the current outside directors made such an election.

Charitable Giving Program. Duke Energy maintains a Directors’ Charitable Giving Program.
Eligibility for this program has been frozen and only Ms. Gray is eligible. Under this program, Duke
Energy will make, upon the director’s death, donations of up to $1,000,000 to charitable
organizations selected by the director. A director may request that donations be made under this
program during the director’s lifetime, in which case the maximum donation will be reduced on an
actuarially-determined net present value basis. In 2008, no donations were made on behalf of our
current directors. Duke Energy maintains life insurance policies upon eligible directors to fund
donations under the program. In addition, The Duke Energy Foundation, independent of Duke
Energy, maintains The Duke Energy Foundation Matching Gifts Program under which directors (and
current and retired employees) are eligible for matching contributions of up to $5,000 per director
per calendar year to qualifying institutions.

Expense Reimbursement and Insurance. Duke Energy provides travel insurance to directors
in the amount of $500,000, and reimburses directors for expenses reasonably incurred in
connection with attendance and participation at Board of Directors and committee meetings and
special functions.

Gifts. Duke Energy presented a 2008 holiday gift to each person who was an outside
director as of December 31, 2008. The aggregate cost of all the gifts was approximately $2,295.

Stock Ownership Guidelines. QOutside directors are subject to stock ownership guidelines,
which establish a target level of ownership of Duke Energy common stock (or common stock
equivalents). During 2008, the required ownership level was 4,000 shares, and all directors whose
stock ownership target date was on or before December 31, 2008, met the ownership target.
Beginning January 1, 2009, our stock ownership policy changed and each outside director is now
required to own shares with a value equal to at least five times the annual cash retainer (i.e., an
ownership level of $250,000) or retain 50% of his or her vested annual equity retainer.
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The following table describes the compensation earned during 2008 by each individual who

served as an outside director during 2008.

DIRECTOR COMPENSATION

Change in
Pension Value
and
Fees Nonqualified
Earned Deferred
or Paid Stock  Option Compensation All Other
in Cash Awards Awards Earnings Compensation Total
Name (IE) $)4) $)4) $)(©5) $)(6) $)
William Barnet, IlI 112,473 99,985 0 0 2,965 215,423
G. Alex Bernhardt, Sr. 106,500 107,662 103 9,380 466 224,111
Michael G. Browning 115,000 99,985 0 0 467 215,452
Phillip R. Cox(1) 44,616 0 0 0 90 44,706
Daniel R. DiMicco 100,500 99,985 0 0 466 200,951
Ann Maynard Gray 159,698 107,662 1083 0 576 268,039
James H. Hance, Jr. 106,473 99,985 0 0 2,967 209,425
James T. Rhodes 129,473 107,662 103 0 463 237,701
Mary L. Schapiro(2) 118,967 99,985 0 0 5,575 224,527
Philip R. Sharp 115,500 99,985 0 0 2,964 218,449
Dudley S. Taft 103,000 99,985 0 0 466 203,451

(1)

()

Mr. Cox’s service on the Board of Directors ended at the May 2008 annual meeting of
shareholders.

Effective January 15, 2009, Ms. Schapiro resigned from the Board of Directors of Duke
Energy.

Messrs. Bernhardt, Browning and DiMicco, Dr. Rhodes and Ms. Schapiro deferred $106,500;
$115,000; $100,500; $64,736; and $118,967, respectively, of their 2008 cash compensation.

These columns reflect the aggregate dollar amount recognized for financial statement
reporting purposes for 2008 with respect to the stock retainer and outstanding phantom
share and option awards, and include amounts attributable to awards granted in prior years.
The aggregate dollar amount was determined in accordance with the provision of Statement
of Financial Accounting Standards (SFAS) No. 123R, Share-Based Payments (FAS 123R), but
without regard to any estimate of forfeitures related to a service-based vesting condition. See
Notes 20, 20, 20 and 21 of the consolidated financial statements in Duke Energy’s Form 10-K
for the years ended December 31, 2003, 2004, 2005 and 2008, respectively, as filed with the
SEC, regarding assumptions underlying valuation of equity awards. The full grant date fair
value of the fully-vested shares of Duke Energy common stock granted to each director
during 2008, computed in accordance with FAS 123R, is $18.55. As of December 31, 2008,
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the aggregate number of outstanding option and phantom share awards, covering Duke
Energy and Spectra Energy shares, for each outside director was as follows:

Duke Energy Spectra Energy Duke Energy Spectra Energy

Phantom Phantom Stock Stock
Shares Shares Options Options
Name (#) (#) (#) (#)

William Barnet, lll 0 0 0 0
G. Alex Bernhardt, Sr. 1,424 712 19,600 9,800
Michael G. Browning 0 0 0 0
Phillip R. Cox 0 0 0 0
Daniel R. DiMicco 0 0 0 0
Ann Maynard Gray 1,424 712 19,600 9,800
James H. Hance, Jr. 0 0 0 0
James T. Rhodes 1,424 712 8,000 4,000
Mary L. Schapiro 0 0 15,600 17,550
Philip R. Sharp 0 0 0 0
Dudley S. Taft 0 0 15,600 7,800

Mr. Bernhardt, Dr. Rhodes and Ms. Gray received phantom shares on February 24, 2004;
May 13, 2004; February 28, 2005; and May 12, 2005, all of which vest in equal annual
installments on each of the first five anniversaries of the grant date. In addition,

Mr. Bernhardt, Dr. Rhodes and Ms. Gray received stock option grants on February 25, 2003
that vested in equal annual installments on each of the first five anniversaries of the grant
date, the last of which vested on February 25, 2008. Messrs. Bernhardt, Browning and
DiMicco, Dr. Rhodes and Ms. Schapiro deferred their 2008 stock retainer of 5,390 Duke
Energy shares.

Reflects above-market interest earned on a grandfathered investment fund previously
provided under a predecessor plan to the Duke Energy Corporation Directors’ Savings Plan.
Participants can no longer defer compensation into the grandfathered investment fund, but
continue to be credited with interest at the fixed rate on amounts previously deferred to such
fund.

As described in the following table, All Other Compensation for 2008 includes matching gift
contributions made by The Duke Energy Foundation in the director’'s name to a charitable
organization, a business travel accident insurance premium of $2,668 that was prorated
among the directors based on their service on the Duke Energy Board of Directors during
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2008 and a holiday gift (the amount of which varies for each director due to state sales
taxes).

Business
Travel Matching
Accident Charitable Holiday
Insurance Contributions Gift Total
Name ($) ($) ($) ($)

William Barnet, I 258 2,500 207 2,965
G. Alex Bernhardt, Sr. 258 0 208 466
Michael G. Browning 258 0 209 467
Phillip R. Cox 90 0 0 90
Daniel R. DiMicco 258 0 208 466
Ann Maynard Gray 258 0 318 576
James H. Hance, Jr. 258 2,500 209 2,967
James T. Rhodes 258 0 205 463
Mary L. Schapiro 258 5,000 317 5,575
Philip R. Sharp 258 2,500 206 2,964
Dudley S. Taft 258 0 208 466
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PROPOSAL 2: RATIFICATION OF DELOITTE & TOUCHE LLP
AS DUKE ENERGY CORPORATION’S INDEPENDENT PUBLIC
ACCOUNTANT FOR 2009

Representatives of Deloitte are expected to be present at the annual meeting. They will have
an opportunity to make a statement and will be available to respond to appropriate questions.
Information on Deloitte’s fees for services rendered in 2008 and 2007 follows:

Type of Fees FY 2008 FY 2007
(in millions)
Audit Fees(a) $ 9,800,000 $11,580,000
Audit-Related Fees(b) 1,650,000 1,607,000
Tax Fees(c) 400,000 1,608,000
All Other Fees(d) 100,000 10,000
Total Fees $11,950,000 $14,805,000

(@) Audit Fees are fees billed, or expected to be billed, by Deloitte for professional services for
the audit of Duke Energy’s consolidated financial statements included in Duke Energy’s
annual report on Form 10-K and review of financial statements included in Duke Energy’s
quarterly reports on Form 10-Q, services that are normally provided by Deloitte in connection
with statutory, regulatory or other filings or engagements or any other service performed by
Deloitte to comply with generally accepted auditing standards. Audit fees also include fees
billed or expected to be billed by Deloitte for professional services related to internal controls
work under the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and related
regulations.

(b)  Audit-Related Fees are fees billed by Deloitte for assurance and related services that are
reasonably related to the performance of an audit or review of Duke Energy’s financial
statements, including assistance with acquisitions and divestitures, internal control reviews
and employee benefit plan audits.

(c) Tax Fees are fees billed by Deloitte for tax return assistance and preparation, tax examination
assistance and professional services related to tax planning and tax strategy.

(d)  All Other Fees are fees billed by Deloitte for any services not included in the first three
categories, primarily translation of audited financials into foreign languages, accounting
training and conferences.

To safeguard the continued independence of the independent public accountant, the Audit
Committee adopted a policy that provides that the independent public accountants are only
permitted to provide services to Duke Energy and its subsidiaries that have been pre-approved by
the Audit Committee. Pursuant to the policy, detailed audit services, audit-related services, tax
services and certain other services have been specifically pre-approved up to certain categorical fee
limits. In the event that the cost of any of these services may exceed the pre-approved limits, the
Audit Committee must pre-approve the service. All other services that are not prohibited pursuant to
the SEC’s or other applicable regulatory bodies’ rules or regulations must be specifically
pre-approved by the Audit Committee. All services performed in 2008 and 2007 for Duke Energy by
the independent public accountant were approved by the Audit Committee pursuant to its
pre-approval policy.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE RATIFICATION OF
DELOITTE & TOUCHE LLP AS DUKE ENERGY CORPORATION’S INDEPENDENT PUBLIC
ACCOUNTANT FOR 2009.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT

The following table indicates the amount of Duke Energy common stock beneficially owned
by the current directors, the executive officers listed in the Summary Compensation Table under
Executive Compensation (referred to as the named executive officers), and all directors and
executive officers as a group as of March 12, 2009.

Total Shares

Name or Identity of Group Beneficially Owned(1) Percent of Class
William Barnet, Il 24,256 *
G. Alex Bernhardt, Sr. 107,823 *
Michael G. Browning 226,935 *
Daniel R. DiMicco 15,450 *
Lynn J. Good 100,263 *
Ann Maynard Gray 88,292 *
James H. Hance, Jr. 38,397 *
David L. Hauser 312,352 *
Marc E. Manly 63,735 *
James T. Rhodes 48,338 *
James E. Rogers 4,406,765 *
Philip R. Sharp 13,049 *
Dudley S. Taft 109,333 *
James L. Turner 312,619 *
Directors and executive officers as a group (19) 6,470,019 *
* Represents less than 1%.

(1) Includes the following number of shares with respect to which directors and executive officers
have the right to acquire beneficial ownership within sixty days of March 12, 2009: Mr. Barnet —
3,238; Mr. Bernhardt — 96,183; Mr. Browning — 91,780; Mr. DiMicco — 12,564; Ms. Good —
62,424; Ms. Gray — 51,832; Mr. Hance — 0; Mr. Hauser — 127,169; Mr. Manly — 38,476;
Dr. Rhodes — 18,958; Mr. Rogers — 3,049,619; Dr. Sharp — 0; Mr. Taft — 15,600; Mr. Turner —
182,168; and all directors and executive officers as a group — 4,128,939.

We are not aware of any shareholder who was the beneficial owner of more than 5% of Duke
Energy’s outstanding shares of common stock as of December 31, 2008. This information is based
on the most recently available reports filed with the SEC and provided to us by the companies
listed.
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REPORT OF THE AUDIT COMMITTEE

The following is the report of the Audit Committee with respect to Duke Energy’s audited
financial statements for the fiscal year ended December 31, 2008.

The purpose of the Audit Committee is to assist the Board in its general oversight of Duke
Energy’s financial reporting, internal controls and audit functions. The Audit Committee Charter
describes in greater detail the full responsibilities of the committee and is available on our website
at www.duke-energy.com/corporate-governance/board-committee-charters/audit.asp.

The Audit Committee has reviewed and discussed the consolidated financial statements with
management and Deloitte & Touche LLP (“Deloitte”), the Company’s independent public
accountants. Management is responsible for the preparation, presentation and integrity of Duke
Energy’s financial statements; accounting and financial reporting principles; establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(¢));
establishing and maintaining internal control over financial reporting (as defined in Exchange Act
Rule 13a-15(f)); evaluating the effectiveness of disclosure controls and procedures; evaluating the
effectiveness of internal control over financial reporting; and, evaluating any change in internal
control over financial reporting that has materially affected, or is reasonably likely to materially
affect, internal control over financial reporting. Deloitte is responsible for performing an independent
audit of the consolidated financial statements and expressing an opinion on the conformity of those
financial statements with accounting principles generally accepted in the United States (“GAAP”),
as well as expressing an opinion on the effectiveness of internal control over financial reporting.

The Audit Committee reviewed the Company’s audited financial statements with management
and Deloitte, and met separately with both management and Deloitte to discuss and review those
financial statements and reports prior to issuance. These discussions also addressed the quality,
not just the acceptability, of the accounting principles, the reasonableness of significant judgments,
and the clarity of disclosures in the financial statements. Management has represented, and Deloitte
has confirmed, that the financial statements were prepared in accordance with GAAP.

In addition, management completed the documentation, testing and evaluation of Duke
Energy’s system of internal control over financial reporting in response to the requirements set forth
in Section 404 of the Sarbanes-Oxley Act of 2002, and related regulations. The Audit Committee
was kept apprised of the progress of the evaluation and provided oversight and advice to
management during the process. In connection with this oversight, the Audit Committee received
periodic updates provided by management and Deloitte at each regularly scheduled Audit
Committee meeting. At the conclusion of the process, management provided the Audit Committee
with, and the Audit Committee reviewed, a report on the effectiveness of the Company’s internal
control over financial reporting. The Audit Committee also reviewed the report of management
contained in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31,
2008 (“Form 10-K”) filed with the SEC, as well as Deloitte’s Report of Independent Registered
Public Accounting Firm included in the Company’s Form 10-K related to its audit of (i) the
consolidated financial statements and financial statement schedules and (ii) the effectiveness of
internal control over financial reporting. The Audit Committee continues to oversee the Company’s
efforts related to its internal control over financial reporting and management’s preparations for the
evaluation in fiscal 2009.
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The Audit Committee has discussed with Deloitte the matters required to be discussed by
professional and regulatory requirements, including, but not limited to, the standards of the Public
Company Accounting Oversight Board regarding The Auditors’ Communications with Those
Charged with Governance. In addition, Deloitte has provided the Audit Committee with the written
disclosures and the letter required by “Public Company Accounting Oversight Board Ethics and
Independence Rule 3526, Communications with Audit Committees Concerning Independence” that
relates to Deloitte’s independence from Duke Energy and its subsidiaries and the Audit Committee
has discussed with Deloitte the firm’s independence.

Based on its review of the consolidated financial statements and discussions with and
representations from management and Deloitte referred to above, the Audit Committee

recommended that the audited financial statements be included in Duke Energy’s Form 10-K, for
filing with the SEC.

Audit Committee

Michael G. Browning (Chair)
G. Alex Bernhardt, Sr.
James T. Rhodes

Philip R. Sharp
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REPORT OF THE COMPENSATION COMMITTEE

The Compensation Committee of Duke Energy has reviewed and discussed the
Compensation Discussion and Analysis with management and, based on such review and
discussions, the Compensation Committee recommended to the Board of Directors that the
Compensation Discussion and Analysis be included in Duke Energy’s Form 10-K and this proxy
statement.

Compensation Committee

James H. Hance, Jr. (Chair)
Michael G. Browning
Daniel R. DiMicco

Ann Maynard Gray

Dudley S. Taft
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COMPENSATION DISCUSSION AND ANALYSIS
I

The purpose of this Compensation Discussion and Analysis is to provide information about
Duke Energy’s compensation objectives and policies for the named executive officers and give
context for the numbers and narrative descriptions that follow. As the Compensation Committee of
the Board of Directors of Duke Energy is responsible for making the compensation decisions for
Duke Energy’s executive officers, including the named executive officers, the discussion begins with
a brief overview of the Compensation Committee and its processes, followed by an outline of the
objectives and details of Duke Energy’s compensation program.

Compensation Committee Overview

The responsibilities of the Compensation Committee are to: (1) establish and review the
overall compensation philosophy of Duke Energy; (2) review and approve the annual salary,
short-term incentive opportunities, long-term incentive opportunities, and other benefits of the Chief
Executive Officer and other executive officers; (3) review and approve any employment or
severance agreement entered into with an executive officer; (4) approve equity grants under Duke
Energy’s long-term incentive plan; (5) review the effectiveness of Duke Energy’s compensation
program in obtaining desired results and approve any changes thereto; and, (6) review and
recommend to the full Board of Directors the compensation of outside directors.

Compensation Committee Meetings

The Compensation Committee’s Chairman works with management to establish the meeting
agendas. The Compensation Committee receives and reviews materials in advance of each
meeting. These materials include information that management believes will be helpful to the
Compensation Committee as well as materials the Compensation Committee has specifically
requested. Depending on the agenda for a particular meeting, these materials may include such
things as information relating to: (1) the competitiveness of executive and/or director compensation
programs based on market data; (2) the total compensation provided to executives; (3) trends in
compensation and/or benefits; (4) executive and director stock ownership levels; and, (5) corporate
and individual performance compared to predetermined objectives.

Compensation Committee Advisors

The Compensation Committee has engaged Frederic W. Cook & Company, Inc. to report
directly to the Compensation Committee as its independent compensation consultant. Frederic W.
Cook & Company, Inc. performs such tasks as the Compensation Committee or its Chairman may
request. The Compensation Committee’s consultant provides advice to the Compensation
Committee as follows:

* Prior to each Compensation Committee meeting, the consultant meets with the
Compensation Committee Chairman and management to discuss and finalize the
proposed agenda and meeting materials.
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* The consultant generally attends each Compensation Committee meeting and provides
advice to the Compensation Committee at the meetings, including reviewing and
commenting on the benchmarking information provided by management and used to
establish the compensation of the executive officers and directors, as well as the terms
and performance goals applicable to incentive plan awards. The consultant also advises
the Compensation Committee about director compensation.

* The consultant is available for consultation with the Chairman of the Compensation
Committee.

* Upon the request of the Compensation Committee, the consultant provides analysis with
respect to specific projects and information regarding trends and competitive practices.

* The consultant meets regularly with the Compensation Committee in executive session and
meets with the Chair of the Corporate Governance Committee to discuss the performance
and compensation of the Chief Executive Officer.

* The Compensation Committee’s consultant has been instructed that it shall provide
completely independent advice to the Compensation Committee and is not permitted to
provide any services to Duke Energy other than consulting with the Compensation
Committee. With the consent of the Chairman of the Compensation Committee, the
independent consultant may, however, meet with management in fulfilling its engagement
with the Compensation Committee.

* The consultant may meet with management to discuss strategic issues with respect to
executive compensation, but only when approved by the Chairman of the Compensation
Committee and to assist the consultant in its engagement with the Compensation
Committee. For example, the consultant met with management (including the Chief
Executive Officer) in January 2009, to discuss Duke Energy’s business objectives in an
effort to ensure that the consultant could advise the Compensation Committee about how
to design the incentive plans to support Duke Energy’s business strategies.

Compensation Committee Effectiveness

As required in its charter, the Compensation Committee reviews its performance annually.
Based on the results of this self-evaluation, the Compensation Committee may modify its
procedures to improve its effectiveness.

Management’s Role in the Compensation-Setting Process

The most significant aspects of management’s role in the compensation-setting process are:
(1) recommending compensation programs, compensation policies, compensation levels and
incentive opportunities that support Duke Energy’s business strategies; (2) compiling, preparing
and distributing materials for Compensation Committee meetings, including market data;
(3) recommending performance targets and objectives; and, (4) assisting in the evaluation of
executive performance. Each year, management reviews the performance of each executive within
the purview of the Compensation Committee (other than the Chief Executive Officer, whose
performance is reviewed by the Corporate Governance Committee). The conclusions reached and
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recommendations based on these reviews, including any salary adjustments and annual award
amounts, are presented to the Compensation Committee. The Compensation Committee exercises
its discretion in modifying recommended adjustments and awards for executives.

Objectives of the Compensation Program

The guiding principle of Duke Energy’s compensation philosophy is that pay should be
linked to performance and that the interests of executives and shareholders should be aligned, with
significant upside and downside potential depending upon actual results as compared to
predetermined measures of success. As discussed in more detail below, historically, more than half
of the compensation opportunity of the executive officers has been provided in the form of
short-term and long-term incentives. These incentives yield varying levels of compensation,
including no compensation in the event of poor performance, depending upon the extent to which
predetermined corporate, operational and individual goals are achieved. The Compensation
Committee also believes that Duke Energy’s overall compensation levels should be sufficiently
competitive to attract and retain talented leaders and motivate those leaders to achieve superior
results, and, at the same time, be set at responsible levels. Consistent with these principles, the
Compensation Committee has approved compensation programs intended to:

* attract and retain talented executive officers and key employees by providing total
compensation competitive with that of other executives and key employees of similarly-
sized companies and with similar complexity and lines of business;

* motivate executives and key employees to achieve strong financial and operational
performance;

* emphasize performance-based compensation, which balances rewards for short-term and
long-term results;

* reward individual performance;

¢ link the interests of executives with shareholders by providing a significant portion of total
compensation in the form of stock-based incentives and requiring target levels of stock
ownership; and

* encourage a long-term commitment to Duke Energy.

Setting Executive Compensation Consistent with Duke Energy’s Compensation Philosophy

In December of each year, the Compensation Committee generally reviews each component
of the compensation, including base pay, short-term incentive opportunities and long-term incentive
opportunities, of each executive officer, considering the appropriate external and internal data (as
described below) with any resulting adjustments to be effective on the first day of the following year.
As part of its decision-making process, the Compensation Committee:

* reviews data from market surveys and proxy statements, as available, to assess
competitiveness and ensure that its compensation actions are appropriate, reasonable and
consistent with its philosophy;
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» focuses on skills, experience and other factors, such as developmental and rotational
assignments, that may impact the competitiveness of compensation for a given year;

» focuses on equity-based compensation (i.e., long-term incentive compensation), to ensure
it constitutes a significant component of the compensation opportunities for the executive
officers to support the Compensation Committee’s objective of aligning executives’ and
shareholders’ interests and to provide a retention incentive; and

» considers each executive officer’s strategic contributions and overall impact to Duke
Energy’s goals relative to those of other executive officers, but does not establish the
compensation of one executive based on a multiple of the compensation of another
executive.

Another important consideration in this process is the interaction between individual
performance and compensation. In this regard, the Compensation Committee considers past
performance when establishing the amount of each executive officer’'s base salary and short-term
and long-term incentive opportunities. Duke Energy also provides a substantial percentage of the
compensation opportunities of the executive officers in the form of variable, performance-based
compensation, a portion of which (20% of the participating named executive officers’ 2008
short-term incentive opportunities and 20% of Mr. Rogers’ 2008 performance share opportunity) is
based on the extent to which pre-established individual goals are achieved. The Compensation
Committee takes individual performance into account by focusing on the individual goals that apply
to each named executive officer under the short-term incentive plan, and, with respect to
Mr. Rogers, the individual goals that apply to his performance shares, all as described in more
detail below.

The principal reasons for the difference in the amount of compensation provided to each
executive officer are competitive market forces and the individual performance of each executive
officer. Other factors, however, are also relevant. For example, Mr. Rogers’ compensation is higher
than the compensation of the other executive officers for several reasons. First, market forces
dictate that a chief executive officer with Mr. Rogers’ unique skills and significant experience in the
utility industry receive higher compensation than Duke Energy’s other executive officers. Second,
the compensation package provided to Mr. Rogers in 2008 was negotiated in connection with the
execution of the merger agreement between Duke Energy and Cinergy, resulting in an agreement
that his compensation at Duke Energy would be no less favorable than his then-existing
compensation arrangement with Cinergy. Finally, it is important to note that the equity awards that
were granted to Mr. Rogers in 2006 were intended to compensate him for a three-year period,
whereas Duke Energy generally grants new equity awards to the other executive officers on an
annual basis.

In order to encourage more discussion about individual performance and roles and to
facilitate rotational assignments, in December 2007, the Compensation Committee implemented a
new approach for establishing the compensation of Group Executives who report directly to the
Chief Executive Officer, including Messrs. Hauser, Turner and Manly and Ms. Good. In particular, the
Compensation Committee will continue to review each component of the executives’ total direct
compensation (i.e., base salary, short-term incentive opportunity and long-term incentive
opportunity) annually. However, the base salary amounts established by the Compensation
Committee are intended to be effective