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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C 20649-4661

February 212012

David S.Maltz ________
Duke Energy Corporation _________
david.maltzduke-energy.com _________

Re Duke Energy Corporation

Incoming letter dated December 30 2011

Dear Mr Maltz

This is in response to your letter dated December 302011 concerning the

shareholder proposal submitted to Duke Energy by the New York State Common

Retirement Fund We have also received letter on the proponents behalf dated

February 82012 Copies of all of the correspondence on which this response is based

will be made available on our website at httn//www.sec.ov/divisions/corpfin/cf

noactioWl4a-8.shtml For your reference brief discussion of the Divisions informal

procedures regarding shareholder proposals is also available at the same website address

Sincerely

Ted Yu

Senior Special Counsel
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February 21 2012

Response of the Office of Chief Counsel

Division of Corporation Finance

Re Duke Energy Corporation

Incoming letter dated December 30 2011

The proposal requests that committee of independent directors of the board

assess actions the company is taking or could take to build shareholder value and reduce

greenhouse gas and other air emissions by providing comprehensive energy efficiency

and renewable energy programs to its customers The proposal also requests that Duke

Energy report to shareholders on its plans to achieve this goal

There appears to be some basis for your view that Duke Energy may exclude the

proposal under rule 14a-8i10 Based on the information you have presented it

appears that Duke Energys policies practices and procedures as well as its public

disclosures compare favorably with the guidelines of the proposal and that Duke Energy

has therefore substantially implemented the proposal Accordingly we will not

recommend enforcement action to the Commission ifDuke Energy omits the proposal

from its proxy materials in reliance on rule 14a-8iXlO In reaching this position we

have not found it necessary to address the alternative basis for omission upon which

Duke Energy relies

Sincerely

Sonia Bednarowski

Attorney-Adviser



DIVISION OF CORPORATION FINANCE

INFORMAL PROCEDuRES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance belieyes that its responsibility
with respect to

matters arising under Rule 14a-8 17 CFR 240 l4a8 as with other matters under the proxy

rules is to aid those who must comply with the rule by offering informal advice and suggestions

and to determine initially whether or not it may be appropriate in particular matter tq

recommend enforcement action to the Commission In connection with shareholder proposal

under Rule 14a-8 the Divisions staff considers the information furnishedto it by the Company

in support of its intention to exclude the proposals from the Companys proxy materials as well

as any information furnished by the proponent or the proponents representative

Althàugh Rule 14a-8k does not require any communications from shareholders to the

Commissions staff the staff will always consider information concerning alleged violations of

the statutes administered by the Commission including argument as to whether or not activities

proposed to be taken would be violative of the statute or nile involved The receipt by the staff

of such information however should not be construed as changing the staffs informal

procedures and proxy review into formal or adversary procedure

It is important to note that the staffs and Commissions no-action ràsponses to

Rule l4a8j submissions reflect only informal views The determinations reached in these no-

action letters do not and cannot adjudicate the mer ts of companys position with respect to the

proposal Only court such as U.S District Court can decide whether company is obligated

to include shareholder.proposals in its proxy materials Accordingly discretionary

determination not to recommend or take Commission enforcement action does not preclude

proponent or any shareholder of acompany from pursuing any rights he or she may have against

the company in court should the management omit the proposal from the companys proxy

material



SANFORD LEWIS ATTORNEY

February 82012

Via Electronic Mail

Office of Chief Counsel

Division of Corporation Finance

U.S Securities and Exchange Commission

100 Street N.E

Washington D.C 20549

Re Shareholder Proposal to Duke Energy Regarding Expansion of Energy Efficiency and

Renewable Energy Submitted by New York State Common Retirement Fund

Ladies and Gentlemen

The Comptroller of the State of New York The Honorable Thomas DiNapoli on behalf of the

New York State Common Retirement Fund the Proponent has submitted shareholder

Proposal the Proposal to Duke Energy the Company have been asked by the Proponent

to respond to the No Action request letter dated December 302011 sent to the Securities and

Exchange Commissionby David Maltz In that letter the Company contends that the Proposal

may be excluded from its 2012 proxy statement by virtue of Rules 14a-8i7 orl4a-8il0

have reviewed the Proposal as well as the letter sent by the Company and based upon the

foregoing as well as the referenced rules it is my opinion that the Proposal must be included in

the Companys 2012 proxy materials and that it is not excludable by virtue of those rules

copy of this letter is being e-mailed concurrently to David Maltz Duke Energy

THE PROPOSAL

The resolved clause of the Proposal states

Shareholders request that committee of independent directors of the Board assess actions

the company is taking or could take to build shareholder value and reduce greenhouse gas
and

other air emissions by providing comprehensive energy efficiency and renewable energy

programs to its customers and that the Company report to shareholders by September 12012

on its plans to achieve this goal Such report may omit proprietary information and be

prepared at reasonable cost

The full Proposal is included as Appendix of this letter

P0 Box 231 Amherst MA 01004-0231 sanfordlewisstrategiccounsel.net

413 549-7333 ph 78 207-7895 fax
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ANALYSIS

The Proposal is not excludable as relating to ordinary business

Numerous precedents demonstrate that the present Proposal does not iinpermissibly intrude on

the ordinary business of the Company The Proposal addresses the significant social policy issue

of sustainability and does not attempt to micromanage the Company The Company asserts that

actions related to greenhouse gases and air emissions such as those discussed in the Proposal

relate to the most basic aspects of the Companys ordinary business operations such as the means

by which the company generates power for its customers

To the contrary the subject matter of the Proposal encouraging renewable energy and energy

efficiency at energy utilities and reduction of greenhouse gases and air emissions has long

represented an area of policy on which the Staff has found Rule 14a-8i7 do not apply

smiilar proposal at the Company was found to not intrude on ordinary business in Duke

Energy Corp February 132001 The proposal requested that the Duke Energy Corp shall

invest sufficient resources to build new electrical generation from solar and wind power sources

to replace approximately one percent 1% of system capacity yearly for the next twenty years

with the goal of having the company producing twenty percent 20% of generation capacity

from clean renewable sources in 20 years The Company made the same types of objections as

it has with the present resolution including ordinary business and the Staff concluded that the

Proposal did not impermissibly address matters of ordinary business nor micromanage the

company If anything that prior proposal was more prescriptive than the present one Since that

proposal was not found to intrude on ordinary business the present one certainly should not be

deemed so

Similar precedents rejecting the ordinary business challenge included Exxon Mobil Corp March
122007 requesting that the companys board adopt policy to increase renewable energy

sources globally and with the goal of achieving between 15% and 25% of its energy sourcing

between 2015 and 2025 Constellation Energy GrouD Inc January 192001 requiring the

company to invest resources to build new electrical generation from solar and wind power
sources found not to violate Rule 14a-8i7 but required to be recast as precatory proposal
Exxon Mobil Corp March 23 2000 requesting that the company adopt policy to promote

renewable energy sources develop plans to help bring bioenergy and other renewable energy

sources into the companys energy mix and advise shareholders regularly on these efforts

General Electric Co January 26 1983 requesting that the companys management develop and

market renewable energy generating systems improve and promote consumer awareness of the

energy efficiency of company products support appliance efficiency standards and promote

public policy regarding such subjects at the state and federal levels This 1983 decision

established that proposals relating to the development of renewable energy generating systems

and support for appliance efficiency standards involve matter of policy
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The Proposal has not been substantially implemented

The Company also asserts that the Proposal may be omitted from the proxy pursuant to Rule

14a-8il0 because it has substantially implemented the Proposal In support of this assertion

the Company references its 2010 annual report to shareholders and its 2010/2011 sustainability

report
wherein it claims that the request for reporting is implemented

The Companys activities fail to meet the essential guidelines and purposes of the Proposal

review of the references provided by Duke Energy reveal that it has not met the guidelines or

essential purpose of the Proposal Essential elements of the Proposal include

Establishing committee of independent directors of the Board

To assess actions the Company is taking or could take to build shareholder value and

reduce greenhouse gas and other air emissions by providing comprehensive energy

efficiency and renewable energy programs to its customers and

That the Company report to shareholders by September 2012 on its plans to achieve

thisgoal

The Company in its assertion of substantial implementation avoids discussion of several of

these elements of this Proposal First of all it ignores the request for Committee of Independent

Directors Secondly it ignores the need for an assessment of the activities of the Company with

goal towards comprehensive energy efficiency and renewable energy program Finally its

reporting fails to link energy efficiency and renewable energy to greenhouse gas and other air

emission reduction goals

Although the Company does mention energy efficiency and renewable energy programs and

goals in its annual report and 2010/2011 sustainabiity report it neither established committee

of independent directors nor assessed the potential for comprehensive approach to achieving

energy efficiency and renewable energy programs Instead it discusses the energy efficiency and

renewable energy activities and goals that the Company is undertaking without including an

assessment of the degree to which those activities could be made comprehensive It turns out that

the Companys activities and goals appear to be far from comprehensive and below the

comparable activities of its peers

It is apparent from the materials Duke points to in its December 302011 letter that the Company

has not conducted the needed assessment of the potential for comprehensive energy efficiency

and renewable energy services to reduce emissions of greenhouse gases or other air pollutants

The Companys renorting fails to analyze the potential role of energy efficiency and

renewable enerv and meeting greenhouse gas and air emission goals

The supporting statement of the Proposal focuses substantially on the issue of reducing air

pollution through energy efficiency and renewable energy strategies Yet the Companys

reporting which it asserts to address efficiency and renewable energy barely discusses the role

of these activities in reducing greenhouse gases and other air emissions Indeed the Company

acknowledges in its letter that its documentation discusses how it will meet its air emission
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reduction goals through use of nuclear energy natural gas and by building newer cleaner coal

plants Energy efficiency measures since they offset the need to deliver electricity to customers

prevent the emissions that would have been created in the generation of the offset electricity

The Duke Energy 2010 sustainabiity report mentions that Duke will not meet its CO2
emission reduction goals but does not mention that more comprehensive energy efficiency

measures would have the potential to help Duke meet this goal Instead Duke indicates that

added nuclear capacity one of the most expensive technologies to develop could help reduce

emissions and move substantially closer to its goal

Duke does not even identify energy efficiency in its comparison of attributes of fossil nuclear

and renewable generation technologies2 Since energy efficiency programs can offset the need to

site and build conventional power plants it is appropriate to consider energy efficiency programs

in such comparison In fact the Duke sustainability reports mentions that energy efficiency is

considered in its integrated resource planning process but once again fails to discuss other than

one mention in its 2010/2011 sustainability report how energy efficiency could help meet the

Companys air pollution reduction or other goals

The Companys energy efficiency and renewable energy programs appear to be far from

comprehensive Benchniarked against other comnanies they are subpar

The documents Duke references provide anecdotal descriptions of pilot programs on energy

efficiency However the lack of comprehensiveness of Duke Energys goals for reducing energy

consumption through energy efficiency are evidenced by the low percentage of their efficiency

goals when compared with the goals set by other utilities.4 Many utilities are reporting current

energy use reductions through efficiency in excess of Dukes goals recent report that

benchmarked utility companies against one another on energy efficiency expenditures per

megawatt hour found that the two Duke energy subsidiaries reviewed had energy efficiency

spending levels well below the median of the industry with the two subsidiaries ranking number

32 and number 45 out of 50 utilities reviewed See Table in Appendix

The costs of developing renewable sources of electric generation including hydro wind solar

biomass and geothermal technologies in some cases compete favorably against conventional

generation technologies.6 Hydro and wind resources are less expensive than advanced coal

advanced nuclear and natural gas combustion turbines Of renewable forms of electric

generation only solar photovoltaic technologies are more expensive than advanced nuclear

generation With the exception of biomass all forms of renewable energy emit no air emissions

Biomass energy is considered to be neutral with respect to its contribution to the build-up of

greenhouse gas pollutants in the atmosphere Similarto the case of energy efficiency the

Duke Energy Delivering Today Investing for Our Future 2010/2011 Sustainability Report
21d at 24

4This percentage is derived from the Dukes energy efficiency goal listed on page 12 of its 2010/2011 sustainability

report and its 2010 electric generation figures listed on page 29

5Jones Brian et.al Benchmarking Electric Utility Energy Efficiency Portfolios in the U.S Ceres November

2011

Id
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potential for this array of technologies to assist in meeting the air pollution reduction goals of

Duke Energy is not discussed

To substantially implement the Proposal Duke would need to evaluate the potential for

greenhouse gas and other air pollution reductions from comprehensive suite of energy

efficiency and renewable energy At minimum Duke would descnbe the potential amount of

greenhouse gases and other pollutants that can be avoided through efficiency and renewable

energy

Duke Energy is in the process of acquiring Progress Energy When this merger is accomplished

the new utility will operate one of the largest fossil fired energy generation fleets in the country

The new utility will also be one of the largest emitters of greenhouse gases and other air

pollutants This increases the importance of comprehensive assessment of alternative energy

sources

Duke has not yet reported on the potential for comprehensive energy efficiency and renewable

energy services to assist Duke in meeting its greenhouse gas reduction goals Since Duke has

indicated that it is meeting its goals for reduction of greenhouse gases and is experiencing

significant cost overruns in developing new cleaner coal generation the
request by the New York

State Comptroller for report by Duke on the potential for efficiency and renewable energy

measures to assist Duke in meeting its goals is appropriate

CONCLUSION

As demonstrated above the Proposal is not excludable under Rules 14a-8i7 or 14a-8iXlO

Therefore we request the Staff to inform the Company that the SEC proxy rules require denial of

the Companys no-action request In the event that the Staff should decide to concur with the

Company we respectfully request an opportunity to confer with the staff

Please call me at 413 549-7333 with respect to any questions or if the Staff wishes any further

information

Sincerely

Sanford Lewis

Attorney at Law

cc Patrick Doherty and Jenika Conboy Office of Comptroller NY State

David Malta Duke Energy
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Appendix

The Proposal

Expansion of Energy Efficiency and Renewable Energy

WhEREAS

In May 2011 National Academy of Sciences
report warned that the risk of dangerous climate

change impacts is growing with every ton of greenhouse gases emitted and reiterated the

pressing need for substantial action to limit the magnitude of climate change and to adapt to its

impacts The report also emphasized that the sooner that serious efforts to reduce greenhouse

gas emissions proceed. .the less pressure there will be to make larger more rapid and

potentially more expensive reductions later

In October2009 National Academy of Sciences report stated that the burning of coal to

generate electricity in the U.S causes about $62 billion year in hidden costs for

environmental damage not including the costs for damage associated with GHG emissions

In joint statement 285 investors representing more than $20 trillion in assets stressed the

urgent need for policy action which stimulates private sector investment into climate change

solutions creates jobs and is essential for ensuring the long-term stability of the world economic

system

The electric generating industry accounts for more carbon dioxide emissions than any other

sector including the transportation and industrial sectors U.S fossil fueled power plants

account for nearly 4O% of domestic and 10% of global carbon dioxide emissions

Many utilities including Xcel Energy Calpine Corporation and Progress Energy are planning to

replace some of their coal-fired power plants having determined that alternatives such as natural

gas efficiency and renewable energy including wind solar biomass and others are more cost-

effective than retrofitting the coal plants to reduce air pollution

The Tennessee Valley Authority WA has announced plans to over the next five years idle

1000 MW of coal generating capacity and add 1000 MWof gas and 1140 MW of nuclear

generating capacity along with 1900 MW of energy efficiency and distributed renewable

resources

In October 2011 analysis by Bank of America stated Rapidly declining costs are bringing solar

much closer toparity with average power prices especially in sunny regions By 2015 the

economics of utility-scale photovoltaic energy in sunny areas and residential rooftop in high-cost

regions should no longer require government subsidies

In October 2011 the America Council for an Energy Efficient Economy ACEEE indicated

that Total budgets for electricity efficiency programs increased to $4.5 billion in 2010 up from

$3.4 billion in 2009
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Several electric power companies have set absolute GHG emissions reduction targets including

American Electric Power Entergy Duke Energy Exelon National Grid and Consolidated

Edison Others have set GHG intensity targets including PSEG NiSource and Pinnacle West

RESOLVED

Shareholders request that committee of independent directors of the Board assess actions the

company is taking or could take to build shareholder value and reduce greenhouse gas and other

air emissions by providing comprehensive energy efficiency and renewable energy programs to

its customers and that the Company report to shareholders by September 2012 on its plans to

achieve this goal Such report may omit proprietary information and be prepared at reasonable

cost
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Appendix

Benchmark of Duke Energy Subsidiary Efficiency Programs

Against Other Utilities

Source

Jones Brian et.aI Benchmarking Electric Utility Energy

Efficiency Portfolios in the U.S CERES November 2011

httpI/www.ceres.org/resources/reports/benchmarking-electric-utilities-201
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December 30 2011

VIA E-MAIL

Office of Chief Counsel

Division of Corporation Finance

U.S Securities and Exchange Commission

lOOFStreetN.E

Washington DC 20549

Re Omission of Shareholder Proposal of the New York State Common Retirement

Fund

Dear Siror Madam

Pursuant to Rule 14a-8jI promulgated under the Securities Exchange Act of 1934 as

amended the Exchange Act Duke Energy Corporation the Company requests

confirmation that the staff of the Division of Corporation Finance the StafF of the Securities

and Exchange Commissionwill not recommend any enforcement action if the Company omits

from its proxy solicitation materials Proxy Materials for its 2012 Annual Meeting of

Shareholders the 2012 Annual Meeting proposal the Proposal submitted by the

Comptroller of the State of New York as sole Tmstee of the New York State Common

Retirement Fund the Proponent copy of this proposal is attached as Exhibit

This letter provides an explanation of why the Company believes that it may exclude the

Proposal and includes the attachments required by Exchange Act Rule 14a-8j copy of this

letter and its attachments are also being sent on this date to the Proponent in accordance with that

Rule informing the Proponent of the Companys intention to omit the Proposal from the 2012

436252
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Proxy Materials This letter is being submitted not less than 80 days before the filing of the

Companys 2012 Proxy Materials which the Company intends to file on or around March 22

2012

The Proposal requests that committee of independent directors of the Board assess actions the

company is taldng or could take to build shareholder value and reduce greenhouse gas and other

air emissions by providing comprehensive energy efficiency and renewable energy programs to

its customers

The Company believes that the Proposal may be properly omitted from its Proxy Materials for

the 2e12Annaf Mcenngpursuantto Rule 14a4iX71 and- Rifle I4a-84XIO The Proposal may
be excluded pursuant to Rule 14a-8iX7 because the requested report deals with the ordinary

business of the Company Further the Proposal may be excluded pursuant to Rule 14a-8iXlO

because it has already been substantially implemented by the Company References in this letter

to Rule 14a-8iX7 and 14a-8iXIO shall also include its predecessor rules Rule 14a-8cX7 and

14a-8c 10

DISCUSSION

The Company may omit the Proposal pursuant to Rule 14a-8iX7 because it deals

with matter relating to the Companys ordinary business operations

Rule 14a-8iX7 permits the omission of shareholderproposal that deals with matter relating

to the ordinary business of company The core basis for exclusion under Rule 14a-8iX7 is to

protect the authority of companys board of directors to manage the business and affairs of the

company In the adopting release to the amended shareholder proposal rules the Commission

stated that the general underlying policy of this exclusion is consistent with the policy of most

state corporate laws to confine the resolution of ordinary business problems to management and

the board of directors since it is impracticable for shareholders to decide how to solve such

problems at an annual shareholders meeting Exchange Act Release No 34-40018 May 21

1998 1998 Release

Under Commissionand Staff precedent shareholder proposal is considered ordinary

business when it relates to matters that are so fundamental to managements ability to run

company on day-to-day basis that as practical matter they are not appropriate for

shareholder oversight See 1998 Release The Staff has also given guidance as to when

proposal requesting the preparation of report is excludable under l4a-8iX7 stating that

proposal requesting report may be excludable if the subject matter of the special report..

involves matter of ordinary business See Exchange Act Release No.34- 20091 Aug 16

1982 PepsiCo avail Mar 2011

The Staff has concurred on numerous occasions that proposal may be excluded under Rule

14a-8iX7 if it requests report on issues applicable to the Companys ordinary business See

Best Buy Co avail Mar 21 2008 concurring that proposal requesting report on sustainable

paper purchasing policies could be excluded see also Wal-Mart Stores Inc avail Mar 24
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2006 concurring that proposal seeking report on the companys policies and procedures to

minimize customer exposure to toxic substances in products could be excluded

The Proposal seeks to have the Company report on the actions that it is taking to reduce

greenhouse gas and other air emissions Actions related to greenhouse gases and air emissions

such as the ones discussed in the Proposal relate to the most basic aspects of the Companys

ordinary business operations such as the means by which the Company generates power for its

customers

The Proposal also seeks to micro-rn the decisions of Bpar4 oD .tpr.a and

thent In seeking information abont renewable ene sources and air and enhouse
gas emissions the Proposal is essentially asking the Company to justify the choices it has made

with regard to which generation sources it will use now and in the future to provide electricity to

its customers These decisions relate to fundamental day-to-day aspect of the business of the

Company the cost-effective and reliable mix of generation sources Accordingly the decisions

previously made by the Board and Directors and management related to these actions are

properly left to the Company and its Board of Directors rather than its shareholders

The Company may omit the Proposal pursuant to Rule 14a-8IX1O because

the Company has substantially implemented the Proposal

Rule 14a-8iXlO permits the exclusion of proposal that the Company has substantially

implemented already Because the Company has provided detailed infonnation on greenhouse

gas and air emissions yearly in its Annual Report on Form 10-K as well as in its annual

Sustainability Report the Proposal has already been substantially implemented by the Company

The Commissionhas previously stated that Rule 14a-8iXlO was designed to avoid the

possibility of shareholders having to consider matters which have already been favorably acted

upon by the management.. Exchange Act Release No 12598 July 1976 The Staff has

also stated that proposal which requests report can be considered substantially implemented

when the company has issued report that addresses the essential objectives of the proposal See

Exxon Mobil Corporation avail Mar 18 2004 concurring that the issuer had substantially

implemented proposal requesting the company report on how it is responding to rising

regulatory competitive and public pressure to significantly reduce carbon dioxide and other

greenhouse gas emissions

The Proposal requests that the Board of Directors report on the actions the Company is taking or

could take to reduce greenhouse gas and other air emissions through energy efficiency and

renewable energy programs This information is provided extensively by the Company The

Company has provided information in its Form 10-K for the year ended December 31 2010

Form 10-K on pages 10 and 11 regarding its energy efficiency programs and the various

regulatory targets for renewable generation sources in its service territories Extensive

information is also provided by the Company beginning on page 12 and continuing through page

20 of the Companys 2010/2011 Sustainability Report the Sustainability Report which is

available to the public on the Companys website and attached hereto as Exhibit In the

Sustainability Report the Company details its
corporate sustainability goals on energy
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efficiency renewables the reduction of carbon emissions carbon intensity and waste and the

steps the Company is taking to achieve those goals The Sustainability Report gives state by

state breakdown of the implementation of the Companys smart grid and other energy efficiency

programs It discusses future plans such as those being implemented in the downtown area of

Charlotte North Carolina the Companys headquarters to partner with other local businesses to

reduce energy usage in downtown buildings by up to 20% The Sustainability Report also gives

detailed information on the Companys wind and solar portfolio and the Companys plans to

increase that portfolio in the future Finally pages 21-33 of the Sustainability Report provide

data on the Companys air water and greenhouse gas emissions and discuss the Companys

plans and actions to reduce those emissions including thro ugh çç çlear
..
.cicrgynaur aigas

yfflfng er ane ThiitiæiTy äiidiæform ation aiready

provided in the Sustainability Report is exactly the type of information being requested in the

Proposal

Though there have been instances in which the Staff has denied no action relief to companies

claiming that proposal requesting report had been substantially implemented those instances

involved proposals that requested specific detailed information that had not been previously

provided The information that is provided by the Company in its Form 10-K and Sustainability

Report addresses all of the elements of the requests of the Proposal and therefore the Proposal

has been substantially implemented and is excludable from the Companys Proxy Materials

pursuant to 14a-8iXlO

CONCLUSION

Based on the foregoing the Company respectfully requests that the Staff advise that it will not

recommend any enforcement action if the Company excludes the Proposal from its Proxy

Materials for the 2012 Annual Meeting If the Staff does not concur with the Compans
position we would appreciate an opportunity to confer with the Staff concerning this matter

prior to the issuance of response In such case or if you have any questions or desire any

further information please contact the undersigned at 704 382-3477

Very truly yours

David Maltz

CC Marc Manly Group Executive Chief Legal Officer and Corporate Secretary

Patrick Doherty
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See attached



THOMAS DINAPOU PENSION INVESTMENTS
STATE COMPTROLLER CASH MANAGEMENT

633 Third Avenue-31 Floor

New York NY 10017

STATE OF NEW YORK Id 212 6S1.4489

OFFICE OF THE STATE COMPTROLLER Fax 2126S 1-4465

November 162011

Mr Marc Manly

Group Executive Chief Legal Officer

Corporate Secretary

Duke Energy

P.O.Bo

Char thCarolina2S2Ol-1006

Tht omptro1ier of the State of New York The Honorable Thomas DINapoli is the

sole Trustee of th Iew York State Common Retirement Fund the Fund and the

iinistrati the NewYork State and Local Employees Retirement System and

lice and Fire Retirement System The Comptroller has authorized

me uke rgy of his intention to offer the enclosed shareholder proposal for

consideration stockholders at the next annual meeting

submit the enclosed proposal to you in accordance with rule 14a-8 of the Securities

Exchange Act of 1934 and ask thaf it be included in your proxy statement

letter from J.P Morgan Chase the Funds custodial bank verifing the Funds

ownership continually for over year of Duke Energy shares will follow The Fund

intends to continue to hold at least $2000 worth of these securities through the date of

the annual meeting

We would be happy to discuss this initiative with you Should the board decide to

endorse its provisions as company policy we will ask that the proposal be withdrawn

from consideration at the annual meeting Please feel free to contact me at 212681-

4823 should you have any further questions on this matter

RECEIVED
pdjm

Enclosures
NOV 2011

MARC MANLY
CHIEF LEGAL OFF1Cj



Expansion of Energy Efficiency and Renewable Energy

WHEREAS

In May 2011 National Academy of Sciences report warned that the risk of dangerous

climate change impacts is growing with every ton of greenhouse gases emitted and

reiterated the pressing need for substantial action to limit the magnitude of climate

change and to adapt to its impacts The report also emphasized that the sooner that

serious efforts to reduce greenhouse gas emissions proceed. .the less pressure there will

be to make larger more rapid and potentially more expensive reductions later

the burning of coal to

generate electricity in the U.S causes about $62 billion year in hidden costs for

environmental damage not including the damage associated with GHG emissions

In joint statement 285 investors representing more than $20 trillion in assets stressed

the urgent need for policy action which stimulates private sector investment into climate

change solutions creates jobs and is essential for ensuring the long-term stability of the

world economic system

The electric generating industry accounts for more carbon dioxide emissions than any

other sector including the transportation and industrial sectors U.S fossil fueled power

plants account for nearly 40% of domestic and 10% of global carbon dioxide emissions

Many utilities including Xcel Energy Calpine Corporation and Progress Energy are

planning to replace some of their coal-fired power plants determining that alternatives

such as natural gas efficiency and renewable energy including wind solar biomass and

others are more cost-effective than retrofitting the coal plants to reduce air pollution

The Tennessee Valley Authority TVA has announced plans to over the next five years

idle 1000 MW of coal generating capacity and add 1000 MW of gas and 1140MW of

nuclear generating capacity along with 1900 MW of energy efficiency and distributed

renewable resources

In October 2011 analysis by Bank of America stated Rapidly declining costs are

bringing solar much closer to parity with average power prices especially in sunny

regions By 2015 the economics of utility-scale photovoltaic energy in sunny areas and

residential rooftop in high-cost regions should no longer require government subsidies

In October 2011 the America Council for an Energy Efficient Economy ACEEE
indicated that Total budgets for electricity efficiency programs increased to $4.5 billion

in 2010 up from $3.4 billion in 2009

Several electric power companies have set absolute GHG emissions reduction targets

including American Electric Power Entergy Duke Energy Exelon National Grid and

Consolidated Edison Others have set GHG intensity targets including PSEG NiSource



and Pinnacle West

RESOLVED

Shareholders request that committee of independent directors of the Board assess

actions the company is taking or could take to build shareholder value and reduce

greenhouse gas and other air emissions by providing comprehensive energy efficiency

and renewable energy programs to its customers and that the Company report to

shareholders by September 2012 on its plans to achieve this goal Such report may
omit proprietary information and be prepared at reasonable cost



EXHiBIT

See attached



2010 2011 SUSTAINABILITY REPORT

DELIVERING

TODAY

INVESTING

FOR OUR FUTURE





tEd 0tV tflQ

UQ Ui cJ MH
Ut iflLU 4U4

wpP utj npoid

1QUb41L flU uti

ii iot Ut Ut rw

Eqi khl pu 4ot rat

JO tG$i LU ttS IJO ptu Ii

tn

IJJ VJM19t 8A lJt
1cg LLU ptJFM p0 do uj A8i

Lj Jl 1PM

UUUM fl

IJOU $MJJOM ta dd VS

lOJJOd Tt lQ 5EA VV VV

VV

cl2 inp
tAj UOftUA VS

VV

J.J Mu tA t4 LU VV

pV Up MUt
VV

VV

tU1OXtt4 JMQd1tUJ P3t VVVV

VV

ltr Ud
ci

VV

VV.jdiVMOd WV VV iOtt VLtOV VVWVVS

VV VV VV

VV

LU 084 VU
VVV

VV

VV QbVt VV VV 1Mt
pu uot 1W

tPIl

LU JV VVVV
VV VV

VV

PUJO0 MIl ItPLU

VV
rt VVVV

LUW ttr4lJ LI 101 dd

fltW nddpaWp
tp 1041

3ut

LMt1 çid

mu pa 0t0Jy VVV

InU opc ppu
St1 MUaa $flQ UMt



IM ACCOUNTABLE

o_____ ____
________

.etMsJdaeI

Ewe msmonanpIantat
oesdoesesd tewte and

flaIthteisbi eschwtaes
ad1ndcO5ffl

dwvüa abmctass

___.thatatemakjarealateth waste

endsoaYeuflesedautsams ctthai

isapmt

s_a leal

Miies
socW.rwWbaveyeu WhaIslnwrtant

Irthstfivsrd$se
ten thatth its Iwo Iwids of

ithcdeitt.1oda dont

.beseneaies baenaeofàce

aeeemo.of mo intOAstin J9$
ijihffiaucW

adertTsee
wnsf_1
coil EØ

tettatcotevahie

____ ____

-aftennathofthgdisastersioiapauwe

An hap 90 Ito lEIiai is that manyof the

hientekcetedyaiekiterccnnecteENiJ.

ftetcnd Sustab.Oes
theanoicdsss and develop hflogra sOlutions

dwawes asthsaJoi aid

eN of the fUture

.0
lthinkcclabOratfon isbUtoOia case

competency Sotse ofthei0t

dblesohonseI
phia .sfts BishiessIwistodoabtee

aflanjeofhwovation Butte be successful we

oe.dcherpclic slgnabfrosngMflwnentandths

of the consumer.ahicMeis
wceatiuwe to been trtheMui

ftws bitt to knew how to play chess

aMid to py ed defies and ted voW

ialthsftyoUfte4 oneawnwaMd

Roberta Bowman was named Duke Energys

first chief sustainability officer five years ago

In1heiaHowingAsh-rØflectson-the

companys sustainability progress and the

outlookfor the future

asOlddtitn Offlc

dWtst know how those events wi affect the

moiycrourfutumenw Ndons

bwhooitis.tOl policy and th aabliftoJ voMit

tsalse have an laco oÆheoi

...c.aMMsdtheMi

are ieee of you eNleiwar from

.The.mmdogpcofb.lds...

sbbpek Fur OlwSssta3j

T1lR floMlaN.fs$raltsit

oi. ___ ___

msoldn Mibbusiiuoimentsudixtemef

And oiood itsthecuteom.ontthensei

that matters omt matter whethmpeople caN

beedowatsaàtMichodiess

DUKE ENERGY CORPORAtiON 2002011 SUSTA1NADIIrIY REPORT



LE1TER FROM THE CHAIRMAN

Dear Stakeholders This year marks major

milestone in our journey as sustainable

company Its been five years since Duke

Energy merged with Cinergy and became

chief executive of the combined company

This is also our fifth sustainability report

This five-year mark is good time to

reflect on our progress It comes at an

important point in timeas Duke Energy

prepares to merge with Progress Energy

and our industry continues to navigate

the challenges of economic recovery and

eranronmental constraints

Our commitment to sustainablllty helps

us achieve the critical balance among

people the planet and
profits

As our

business challenges and priorities change

our five focus areas keep us on the right

path for sustainable decisions and results

Our direction was affirmed in 2010

when Duke Energy earned place on the

Dow Jones
Sustainability

World Index

Only 15 electric utilities worldwide were

named to the elite World Index We were

also named ID the North American DJSI

for the fifth year in row

On the lacing page Roberta Bowman

Duke Energys chief sustainability officer

discusses our sustalnability journey over

the past five years lii review where we

are today and what lies ahead

DELIVERING TODAY
INVESTING FOR OUR FUTURE

This Sustainability Report shares

common theme with our Annual Report

DeIIvering Today Investing for Our

Future think it captures our dual respon

sibilities to deliver affordable reliable

and increasingly clean energy today while

making the investments needed to ensure

sustainable future

In nutshell sustainability is all

about innovation and accountability

It means the relentless porsuit of

productivity gains in the generation

delivery and use of energy

It means engaging our employees

and unlocking their ideas

It means managing our business

responsibly and transparently from the

financial ledger to the plant floor

And it means caring about the environ

ment and the communities we serve

REAL JOBS

IN JOBLESS RECOVERY

Duke Energy currently offers some of the

most competitive electric rates in the U.S

We benefit today from the investment

decisions made decades ago

Now we are entering new building

cycle replacing aging energy facilities

improving productivity and effldency

meeting stricter environmental standards

and diversifying our fuel sources

believe that investing in new energy

infrastructure and related technologies can

be the spark that ignites the next engine of

American prosperity bringing jobs and

building energy security

Government has an important role

to play in job creation for sure But it

is private industry that will stqply the

fuel and turbines for new power plants

fiberglass for wIndmills photovoltaic

cells for solar panels batteries for

electric vehicles and the infrastructure

for smart grid
all providing good

jobs 2009 study by the Political

Economy Research Institute estimates that

$1 billion Investment in energy-related

infrastructure can create from approxi

mately 15000 to more than 20000 jobs

TECHNOLOGY COMPANY
DISGUISED AS IJTIUTY

At the turn of the 20th century electric

companies were the innovators of the

world bringing electricity
and all that it

enabled to customers and communities

It was life-changing and economy-

changing transformation

The 21st century electric company is

technology company disguised as utility

We Identify Integrate and scale up new

technologies that make electricity cleaner

more reliable and affordable New more

efficient generating plants seamlessly

integrated into smart grid will create

the foundation for low-carbon future

switch to electric vehicles will drive entire

new industries and new jobs trend

toward more efficient buildings and appli

ances will create opportunities for jobs

and investment as well

Duke Energy is an industry leader in

this value chain of sustainable innovation

Here are some higiIIghts

PROMOTING ENERGY EFFICIENCY

One way we are improving productivity

and holding down costs is by promoting

energy efficiency

Jim Rogers

Chairman President and Chief Executive Officer

Icce deiots additiceal ccetentoelins ataisWeapatdidis-erergy.cen



Our regulatory framework for energy

efficiency differs from traditional utility

conservation programs in that we are

rewarded not only for sefling power

but also for helping customers save it

The saings are measured and venfled by

third party to ensure we are producing

real results

Our energy efficiency model has been

approved in North Carolina South Carolina

and Ohio While we have not yet flied for

similar framework in Kentucky we do

have conservation programs in place

in Indiana the states utility commission

ordered all utilities to offera set of standard

efficiency programs We withdrew our

previous proposal and submitted new

plans for programs beyond those

mandated by the state We are awaiting

the commissions approval

Our efficiency programs are already

helping customers better manage their

energy use and create sustainable

energy savings

For example in 2010 Duke Energy

distributed more than 10 million compact

fluorescent light bulbs CFLs to our

residential electric customers By replacing

their incandescent bulbs with CFLs

customers save money and energy

Also in 2010 we announced Envision

Charlotte the
largest

commercial-scale

community application of smart-energy

technology in the U.S to date This public/

pnvate partnership aims to reduce overall

energy use in some 70 uptown Charlotte

buildings by up to 20 percent over the

next five years

IMPROVING RELIABILITY

Though the reliability of our power delivery

system has Improved substantially in

recent years we did not meet our aggres

sive 2010 outage-reduction goals Stormy

weather had major impact lightning

strikes increased by 80 percent in the

Carolinas and 46 percent in the Midwest

compared to 2009

Weather aside In order to sustain

higher levels of reliability in the long

run our electric power grid needs

major upgrade Thats where smart

grid technology comes in

Moving from analog to distal

technology will equip our delivery system

to detect and resolve power problems

and prevent and shorten outages It will

enable our buildings appliances and

electronic devices to use energy more

efficiently And it will give our customers

the information choices and control to

make wiser energy decisions save energy

andsavemoneyinawaythatworks

bestfor them

Since 2008 we have installed

approximately 140000 smart electric

meters and nearly 100000 dIgital gas

meters for customers in Ohio We have

also installed thousands of digital meters in

the Carolinas mostly in the Charlotte area

MAKING NERGY CLEANER

Weather extremes in 2010 tested

our generating fleet and

operations team and they

responded with excep

tional performance Due to

higher electricity demand

from customers the fleet

emitted about 100 million

tons of carbon dioxide

C02 in 2010up from

94 million tons in 2009

when the economy was

weaker Our carbon inten

sity Ions of
CO2

emitted

per net megawatt-hour of

electricity produced also

increased slightly from

0.59 in 2009 to 0.60

in 2010due to those

same factors However

based on 2009 data the

latest available while

Duke Energy was the

fifth largest generator of

megawatt-hours among

U.S-based investor-

owned utilities we were

only the 11th highest in U.S carbon inten

sity due to our diverse generation mix

We remain committed to reducing our

environmental footprint and are taking

actions today for cleaner energy future

As mentioned earlier the power

industrys infrastructure is aging About

70 percent of the approximately 450

major U.S electric power generating units

began operating more than 30 years

ago Over the next decade we expect

new Environmental Protection Agency

regulations may make almost third of all

U.S coal plants uneconomical to operate

On the Duke Energy system we will

need to replace most of the power plants

operating today by 2050 By modernizing

and diversifying our generating fleet now

we will produce energy more efficiently

retire older less-efficIent plants and

reduce our carbon footprint for good

Cleaner coal

Almost half of the power produced in

the U.S comes from coal It is plentiful

and affordable our challenge Is to find

ways to burn it more cleanly

We have invested approximately $5

billion over the last decade to significantly

reduce SO2 and NOx emissions Over the

Nuclear power

As write this letter we continue to

monitor the disasters in Japan an

unprecedented earthquake massive

tsunami and the resulting emergency at

the Fukushima Daiichi nuclear station

The nuclear energy Industry worldwide

works cooperatively and continuously to

share experience and improve safety We

11ngrgirzed1hat aproernat

one nuclear unit can affect us all And

while it will take time to better understand

the causes and effects

of the Japanese nuclear

crisis Duke Energy and

the U.S nuclear industry

are already taking actions

to ensure the continued

safety of our plants On

page 26 our chief genera

tion and nuclear officer

Dhiaa Jamil 30-year

veteran of the nuclear

power industry answers

questions about the

Japanese crisis

It is impossible to

predIct
what impact the

events in Japan will have

on the burgeoning nudear

renaissance in the U.S

and worldwide But

believe nuclear power will

remain an important part

of our energy mix because

for good it is the only technology

that allows us to generate

electricity 24/7 with zero

greenhouse gases

At Duke Energy we have nearly 40

years of experience safely and efficiently

operating nuclear power plants In fact

in 2010 we set new company record

for capacity factor IJ approxImately

95.9 percent which translates into

lower costs and cleaner power for our

customers

By modernizing

and diversifying

our generating

fleet now we will

produce energy

more efficiently

retire older less-

efficient plants

and reduce our

carbon footprint

DUKE ENERGY CORPORATION 201012011 SUSTAIFIABILITY REPORT



past five years we have reduced our sulfur

dioxide emissions by 73 percent and

nitrogen oxides emissions by 52 percent

Our Edwardsport plant In Indiana will

be one of the worlds cleanest coal-fired

plants when it is completed In 2012 It

will also be the largest power plant in the

world to use advanced technology to gasify

coal strip out the pollutants
and burn the

cleaner gas to produce power reducing

carbon emissions per megawatt-hour by

nearly half The plant Is more than 80

percent complete including engineering

pcocurementandonstructior

But Edwardsport has not been without

Its challenges

While construction remained

on schedule In 2010 the scale and

complexity of the project has pushed

estimated costs from $2.35 billion to

$2.88 billion We have filed proposal

with the Indiana Utility Regulatory

Commission to cap Edwardsport construc

tion costs to be passed on to customers

at $2.72 billion plus financing costs and

to lower the overall customer rate increase

related to the project

We expect decision from the

commission in 2011 regarding the cost

increase and the cost-cap proposal

Our reputation was tested In 2010

with controversy over the hiring of

former Indiana Utility Regulatory

Commission attorney and related issues

in Indiana We immediately launched an

investigation after concerns were raised

and cooperated fully with external inves

tigations As we learned more we took

swift decisive and appropriate policy and

personnel actions You can read more

about our response to this matter on pages

40 and 41 We are working hard to rebuild

the trust of our Indiana stakeholders

In North Carolina the modernization

of our Cliffside coal plant is on schedule for

completion in 2012 new highly efficient

unit will replace 1000 megawatts of older

coal-fired generation including four units

at Cliffside Emission control systems

will remove 99 percent of sulfur dioxide

ethissions 90 percent of nitrogen oxides

emissions and 90 percent of mercury

while the plant generates more than twice

the electricity as before

Natural gas

Natural gas is becoming an increas

ingly popular fuel for electric generation

particularly as an alternative to coal This

is primarily due to lower prices driven by

new discoveries of shale gas reserves as

well as lower emissions We are building

two natural gas-fired generating plants in

North Carolina Buck and Dan River

and plan to retire two 1940s- and

1950s-vintage coal units at each site

The gas-fired plant at Buck will be

completed and begin operation In 2011

Construction began on Dan River in

January 2011 and it is scheduled to

on line in late 2012

Renewable energy

Duke- Jnowhasneafly 1000-

megawatts MW of commercial wind

energy on line with two major projects

Top of the World In Wyoming and Kit

Carson in Colorado completed at the

end of 2010 We also grew our commer

cial solar business in 2010 with the

14-MW Blue WIng Solar Project in Texas

and two smaller farms in North Carolina

We expect to complete additional solar

facilities by the end of 2011

On the regulated side we had more

applicants than we could accommodate

for our distributed solar program in North

Carolina Factories businesses and

schools are renting out their property and

rooftops to Duke Energy for solar energy

installations The panels can produce

megawatts of electricity enough to

serve about 1300 homes In addition

we purchase solar power from third

parties like the Sun Edison solar farm in

Davidson County NC one of the largest

in the country

Duke Energy also buys renewable

power generated from landfill methane

gas which we expect to play an increas

ingjy important role in meeting North

Carolinas Renewable Energy and Energy

Efficiency Portfolio Standard

Promoting electric vehicles

Electric vehicles represent an important

Innovation both in cleaner transportation

and in electricity storage and use We

are collaborating with manufacturers of

vehicles batteries and charging stations

to promote the long-term adoption of

plug-in electric vehicles

Duke Energy Is board member

of the Electric Drive Transportation

Association and helped launch

www.GoElectricDrive.com in 2010

The associations website offers informa

tion on advancements in electric vehicle

technologies purchase incentives and

environmental benefits

Some of our employees in Indiana and

North Carolina are also participating In

pilot programs so we can better under

stand the user experience and the Impact

of electric vehicles on our power grid

Were also geening our fleet with more

hybrid and electric vehicles consistent

with our 2009 Clinton Global Initiative

commitment to make those our only new

purchases by 2020

Scaling new technology with China

believe that ChIna has developed the

-4nteffectual-propertfbehlnd-scallngnew-

technologies Thats why we are working

with Chinese energy companies to share

information on clean energy technologies

and explore joint projects The end game
of course is to apply what we learn to

better serve our customers with affordable

reliable and increasingly clean electricity

In 2010 we signed an agreement with

BYD Chinese manufacturer of electric

vehicles to collaborate on energy storage

electric vehicle and digital grid
technolo

gies and to look for opportunities for joint

business development

Since 2009 weve partnered with

ENN Group one of Chinas largest private

energy companies on clean energy

technologies including solar and other

low-carbon innovations We also continue

to explore clean energy technologies

with Huaneng Group Chinas largest

power generator

MAINTAINING

FINANCIAL STRENGTH

Our financial results in 2010 exceeded

expectations Exlrerne weather grabbed

the headlines but masked the story of

operating excellence by our people and

power plants

We ended 2010 with adjusted diluted

earnings per share of $1.43 above our

original adjusted diluted earnings guidance

range of $1.25 to $1.30 and up from

$1.22 per share in 2009

Our total shareholder return TSR
the change in stock price plus dividends

was 9.5 percent in 2010 once again

outperforming our peers The TSR for the

Philadelphia Utility Index of 20 utilities

including Duke Energy was 5.7 percent

in comparison

Duke Energy has also maintained one

of the electric utility industrys strongest

balance sheets during the economic



recession That has aHowed us to access

capital at very low interest rates

Quality operations also contributed

to the bottom line In addition to record-

setting nuclear performance our

regulated fossil coal and natural gas

generation fleet met high energy demand

with excellent commercial availability

of approximately 88.7 percent in 2010

Our nonregulated Midwest generation

fleet also experienced superior operational

results with commercial availability of

89.7 percent

YOu1dOtedeilWourfifªlM
and operating performance in our 2010

Annual Report and Form 10-K

WORKING TOGETHER

If Ive learned anything as utility CEO

for more than 20 years its that we cant

go it alone As company we cannot be

sustainable unless we continue to engage

all of our stakeholders communities

customers employees investors partners

NGOs nongovernmental organizations

suppliers regulators
and policymakers

Engaging our worktorce

We achieve txjsiness success by

tapping the diversity and talents of our

employees In 2010 we harvested

number of exciting Innovations from

employee-driven sustainability projects

Throughout this report youll find

examples of employees who are account

able in various ways for helping us do

business In sustainable way
We are making progress on safety

Employees achieved our lowest-ever

Total Incident Case Rate the number

of OSHA-recordable Incidents per 100

employees in 2010 and employee TICR

has improved by4O percent since 2006

But no degree of success is good

enough unless every one of our workers

goes Fiome safe at the end of the day

Tragically five contractors died from

Injuries sustained while working for

Duke Energy in 2010

In late 2010 we commissioned

team of senior leaders to address the

issue of contractor safety This task force

will help us move to the next level in our

safety culture where all employees

and all contractors go home safely to

their families

Partnering with communities

The importance of supporting our

communities Is magnified in these tough

economic times Charitable giving
from

The Duke Energy Foundation and the

company along with employee and retiree

donations and the value of their volunteer

time totaled nearly $29 million in 2010

In addition Duke Energys economic

development team helped state regional

and local government officials attract

almost $5.8 billion In capital Investments

and nearly 14000 new jobs to our five

Charlotte our headquarters dty

is reinventing itself as hub of energy

innovation The 16-county Charlotte

region now has more than 240 energy-

related companies emploing about

27000 workers

Participating In public policy

Its been challenge to lead

company through an era of regulatory

uncertainty related to climate change and

other energy policy issues Irs like playing

high-stakes game with no rules and

you dont find out until the end if youve

won or lost

Having spent great deal of time and

energy advocating for fair climate legisla

tion Ive been disappointed that Congress

hasnt passed bill Our country needs

sound clear and consistent energy policy

As an industry we need to know the

rules on carbon emissions new nuclear

development and host of other issues

that affect the investments we make for

the future

applaud President Obamas call

earlier this year for review of federal

regulations to avoid excessive inconsis

tent and redundant rules and promote

economic growth With clear road map

our industry can accelerate its efforts to

replace aging plants update the power

grid develop clean energy technologies

and create jobs in the process

FOCUSED ON THE FUTURE

On ian 10 2011 we announced

that Duke Energy would be merging

with Progress Energy based in

Raleigh N.C

Duke and Progress share common

view of the future Weve both been

working to Improve energy efficiency

and develop renewable energy and to

keep nuclear power vIable option Both

companies have spent billions modernizing

our plants and making them cleaner for our

customers For years weve shared work

crews and equipment in the aftermath of

major storms Weve also worked side-by-

side at the pocy level on key federal and

state legislation

This merger will create the
largest

electric utility
In the U.S But bigger

is not our goal We want to be the best

We will have the size scale and financial

strength to modemize our operations while

holding down costs for our customers

Nidwewitthaceltretnimfllty andagttlty

to foresee and seize new opportuni

ties that occur during periods of transfor

mation and change

In the months ahead we will be

working to secure the necessary approvals

and develop plans to Integrate our compa

nies Once the merger Is completed will

become the executive chairman of Duke

Energy and Bill Johnson the current CEO

of Progress Energy will become our CEO

assure you that sustainability
will

continue to be priority of the new Duke

Energy In fact it Is key to our drive fOr

productivity gains and an important

element of what will become our new

corporate culture In the pages that follow

youll read more about the progress Duke

Energy Is making In our five sustainabllity

focus areas Following the merger we will

revisit and reset our goals to reflect the

combined company

Let me take this Opportunity to thank

Roberta Bowman our chief sustainabillty

officer who will be retiring from Duke

Energy later this year after 25 years of

service We simply could not have come

this far this fast without leader of her

caliber guiding our companys sustain-

ability efforts

Finally want to thank all of our

employees and stakeholders who have

been part of this journey to become

more sustainable company Your Ideas

comments and feedback have made

us better

Sincerely

Jim Rogers

Chairman President and

Chief Executite Officer

Apr11
2011
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WHAT MATTERS MOST

Duke Energys approach to sustainability focuses on the issues that are

most material to our stakeholders and to us This table represents our current

view of our most material issues and their life cycle phases The issues will

continue -to evolve as .the environment in which we operate changes
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Affordable and reliable energy

Airquafty

Climate change

Coal combustion residuals

Economic development/jobs

Employee engagement and development

Energy efficiency

Ethics

Mountaintop-removal coal mining

New cleaner-coal and nuclear generation

Nudear safety in lielit of the emergency

in Japan NEW

Nuclear waste

Phllanthropyfvolunteerism

Political Involvement NEW

Pratecting natural/cultural resources EXPANDED

Reduce reuse recycle

Renewabtes

Safety

Shareholder returrVtlnancial success

Smart Wktlcyber securIty EXPANDED

Supply chain

Water
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EXTERNAL VIEWPOINTS

DELIVERING TODAY Duke Energys mission is to provide affordable reliable and

increasingly dean energy to customers We asked two customers one served by our

regulated business and one served by our commercral business to tell us how we are

delivering for them today

Bfac Hills np and its utility Cheyenne Light
FueI fhane2O-ear

aenronts Duke owgjto purchase poser from two of our cwnmorrjal

iwnd farms hi
kt4vming

How has Duke Energy partnered
with your organization

The Davidson College campus uses sophisticated energy management Why did Cheyenne Light Fuel Power cheese to buy power from

system that iswirad to most campus buildings We use the system to Duke Energys wind farms

manageourpeakenergyuseanddomaed InaNofurprecblookferstroogparLnerstohelpusfutllHour

customer-focused mission of improving Life with Energy With Dukes

We were lithe process of analyzing the Baker Sports Complexs operating

ineiflchidi its FWM system controls and ljhtiogwhen
roputation asa leader in the

energy industry we knew we would heworkingwith

Duke Energyofferedb hicludethe sportsfacllltyinits Energy Smaildrngpdot
partnerwhowould ensurethattheHappyJackand SilverSagewlid projects

were completed in timely cost-effective mannerand operated efficiently

program The
program uses digital metering and communications technology tO

to deliver safe and reliable energy to our utilities

give customers more information options and control over their
energy use The

college signed on with Duke
Energy

and the pilot program allowing usto integrate

information from the retrofitted facility with Davidsons centralized energy

management system We also enrolled in PowerShare demand
response

program
that rewards businesses for adjusting energy consumption levels during

peak time penods and accepted more than $15000 in
energy efficiency

incentives to retrofit the sports complex with up-to-date equipment and controls

What have been the benefits

The retrofit allows Davidson College to fully maximize the
advantages of

digital technoleges.Ttw real-lime metering data and building automation

systems enable usto manage our energy use more effectively than before This

has led to measurable impact on
energy efficiency we have seen an average

improvement of 30 percent over readings taken before the upgrades The college

do you have for Duke Energy as we develop future wind farms

At Black Hills Corp and at all of our utilities we believe it is important
has seen similar results for chilled water and steam consumption

to deliver energy to our customers from diverse portfolio of resources

In addition this program has allowed us to increase our already strong commit- As part of that commitment we work continuously to identify new technologies

inentto reducing peak demand for two decades Davidson has tried to manage and
energy sources that can reduce our impact on the environment keep us

its peak demand by shifting loads across time periods
This

partnership
with in complnnce with

regulations
and help us maintain reasonable rates for

DukeEnergyhasallowed ustodothatevenmoreeffectively ourcustomers

Davidson is grateful to have been part of this plot as it has provided opportu

nities for learning on both sides consistent with our educational mission

Oav
Diretllor of Facilities

.1

LuWfton

Senior VlcePresidentof

Communications and hivestor

BlackHlltsccrp

Davidson College nationally mcogEed Ileeral arts college located 20 miles

north of Chadotte PLC As sepedfrrrogvlatedolecfricporteibusiness

how do the wind farms benefit your customers and your community

The Happy Jack and Silver Sage wind farms allow us to
cost-effectively

bring renewable source of
energy

to our customers as part of diverse

generation portfolio Wyoming currently has no mandates for renewable energy

These wird projects demonstrate to our customers communities and regulators

that we are willing to contractfor and/or invest in renewable energy sources and

new technologies in way that
mitigates

the rate impact on our customers

In addition these wind farms give us the opportunity to educate our customers

employees
and sharehokiers about the benefits operational challenges and

costs of renewable energy

How might Duke Energy meet your needs in the future

Davidson College staff have long been interested in data and this

partnership has provided valuable data Were excited to see where

Duke Energy is going with dashboarding and thinking
about how the college

can synchronize that with Duke Energy going forward

All of our decisions take into account the financial impact on customers and the

operational Impacts on our utility systems We believe this is something all energy

businesses should think about hi
light of changing

environmental
regulations

and as new renewable energy technologies become more available reliable

and cost-effective
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INVESTING FOR OUR FUTURE To make the investments needed to ensure

sustainable future Duke Energy works with experts to better understand emerging trends

and opportunities We asked two of them to share their thoughts on electric vehicles and

technology partnerships with Chinese energy companies

El

JoIinters

Owner and President

..WatessAatos.Consu
.1

DhiefRapresentabvefiw

Asia-Paclfic

Clean Air Task Force

We have now advanced to electric vehicles that will bring the consumer radical

new freedoms in efficiency cost maintenance performance sound

communication and safety
The electric power train is more than three times as

efficient as internal combustion and the potential supply of electrons is infinite

What are th key challenges to widespread adoption

MyanswermaybeabittaintedaslwasinvolvedinGblsEVlprogrem

in the mid-90s Its history was captured iii the documentary Who Killed

the Electric Car Entire industries can be threatened by
this radical improvement

in transportation and government subsidies often confuse the competitive

market and impede true innovation Widespread adoption will occur when the

American consumer realizesand Is willing to pay brthe electric vehicles

inherent simplicity perfonnance safety convenience and low-cost repair

and maintenance

Electric vehicles generate
value at multiple

levels homeland security quality of

We sustainability clean-tech innovation and cost savings Bottom line People

will
buy products eta tangible value Automakers will need to offer valuable

electric vehicles and that requires revolution in thinking design and production

What advice do eu have for Duke Energy as we prepare for potential

widespread use of electilc vehicles

Duke
Energy

needs to continue its leadership in the electric vehicle

revolution While Duke has pursued pilot projects and collaborated with

partners the company might also mow more aggressively to develop best

practices
in EV

charging
and distributed

energy storage These best practices

could be readily implemented with
proven technology consumer benelits and

energy emissions and cost savings The distributed energy capability of electric

vehicles has the potential to provide supplemental power grid stability and

renewable
energy storage All of this leads to tangible technological and economic

sustainability led by the innovative utility sector and Duke Energy

Dr rng NhnonwinlheuS ndQthraforexpettiseindeaenergy

technolegies
and large ergy project development He has helped Duire

Energy

turin re/a onships Chinese energy companies

Whats most important is that together we are developuig advanced clean

energy technologies faster and at lower costs than we over could Separately

and therefore taking aim at the leading cause of global crmiate change This is

nota zero-sum game or business competition The market potential
for these

technologies is too large to be cornered by any one company

Which clean energy technologies are the most promising in the near term

In order to address global climate change we must develop all clean

energy technologies as fast as possible In the clean-coal area

post-combustion carbon dioxide CO capture coal gasification integrated

gasification combhied-cyele and polygeneration creating multiple products

fmma coalplantarethemostpromisingForrenewablesweneedto

dramatically
lower the costs of solar and wind hi addition we need to bring to

scale smaller modular nuclear reactors solar thermal generation CDr geologic

sequestration and renewable
energy storage Finally we should continue to

pursue
smart total

energy managementfrom generation to distribution to

energy efficiency improvements

John Waters is an entrepreneur speclallif ng in the dewiopinent of sustainable

products andsoluticos He lewrched tAuton7Olke Inc cieatorof the IDEA

plug4n byhad elecb7c fleet vehicle

What are tils adntages Of electric vehicles What are the advantages of U.S and Chinese partnershIps on clean

In word freedom .. As an example Charles Kettering EdisOnS energy technologies

contemporary added electrons to the first Internal combustion engine In the
years

that the Clean Air Task Force and Duke Energy have been

car In 1911 replacing
the inefficient hand-crank starterand liberating women working together weve seen that the U.S and China are complementary

to drive the new horseless carriages in most areas of dean energy development The U.S tends to lead In technology

innovation financial and business structures product marketing and financial

management China leads in its ability to implement projects once theyre

designed and to reline existing technologies to meet local requirements

Chinese companies also have access to lower-cost capital

Gives your mpeiience bringing U.S and Chinese companies together

what advice do you have for Duke Energy

believe Duke should continue to develop deeper relationships With its

Chinese partners in ways that provide mutual benefits in terms of project

execution and broader business strategy Duke should continuousiy evaluate

partnership opportunities with Chinese firms in right of its own business strategy

and priorities and focus on achievug success in few key projects
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Tnis sustainabHity plan reflects Duke Energys commitment to operate in way that is good for people the

planet and profits It expands on the companys business strategy and values After our merger with Progress

Energy is complete we wilt be updating our sustainabiUty plan and goals to reflect the merged company

SaIety

Achieve zero vrlc-rated fatalities

2010 Staus Tmgteally five contrac

tom dwd hem injuries susttened while

working for Duke Energy hi 2010 team

of senior leaders has been formed to

address the tesueof conttactor safety

AclVave topdecye safety performance in

employee 7btal Incident Case Rate PCR
by 2012

2010 Status We exceeded our aggres

awe employeetargat in 2010 achieteng

11CR of 09 Employee OCR has

imprOved in itath of the past five years

and 40
percent slOce 2006 We are on

track to bern the top docile lid 2012

Employee Engagemenb Ma/ole/n

management and
etnployee engage

merit at 75 percent and 64 peicenf

respect/relic or higheC as measured by

favorable scores on survey questions

2010 Status Management anti employee

engagement were /6 and 71 percent

respectively

6thropy 0ev 6p the baselbre

Oumbef of tires pos/f/ve Impacted by

olif support of key thnimunity partners

during 2010

2O0 Status We piloted process to

evi/ irate the Impacts of our philanthropy

on the community The pilot included

12 grants tOnglng from $125000 to

million given over period of one

to tiye years totaing $165 million

By engaging with our key community

partnbrs We learned that in 2009 over

million lrvfis mere positively impacted

ty those 12 Wants Given the Value we
and our community partners gained

from this evaluatiorv process we plan

to continue tin 2011

ov

tZR$ea tettodef

L1$
aIt$

SharÆliOlderRótrrhe Outperform

our y$eefk in total sharOho/rier return

TSR airnunrily arid over threevyeer

per/ode as measured Ly the POpackifphia

Uatty Index

2010 Statua Our TSR was 95 percent

to 2Q1 0exceedlng our peers as

measured by the Philadelphia Utility

lndac TSR for theindey was 5.7 percent

in 2010 Duke Energy has achieved

cumulative TSR of 47 percert over the

past three years while the utility index

TSR has beer negative 154 percent
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MOVING TOWARD

SECURE DIGITAL GRID

We are implementing digital technologies

in our century-old power grid
to build

secure and flexible network that can

handle todays advancements in energy

and tomorrows

The digital grid will improve the

flexIbility and resiliency of our electric

system This means improved efficiency

better power quality and reliability and

more optIons for renewable energy energy

storage and plug-In electric vehicles And

it will enable us to offer new efficiency

programs to give customers greater

control over their energy use and costs

Ohio

We received regulatory approval to

implement the smart grid in Ohio in 2008

In 2010 we began full-scale deployment

of the technology

Ohio is the first state in Duke Energys

footprint to modernize its power

delivery system with digital technology

Duke Energy has installed approxi

mately 140000 smart electric

meters 100000 smart gas meters

and 22000 communication nodes

in Ohio eliminating the need for

manual meter readin and giving

customers greater insight
into their

daily energy usage

We are installing-distribution automa

tion equipment such as relays circuit

breakers and sensors to improve

reliability This digital equipment can

automatically shorten power outages

and even prevent them altogether The

technology also improves the systems

efficiency ti reducing the amount of

energy lost from the lines as it travels

long distances

Installations will grow to more than

million smart electric and gas meters

and other components over the next

five years



Indiana

Duke Energy Indianas original

proposal to install 800000 smart

meters was rejected by the Indiana Utility

Regulatory Commission IURC in late

2009 But the commission asked us to

come back with scaled-back smart grid

rollout plan

In
April 2010 we filed plan to install

40000 smart meters and distribution

automation and to pilot time-of-use

rates electric vehicles dIstributed

solar generation and stationary

battery storage

The test area includes 39000 residen

tial customers and 1000 commercial

customers just north of Indianapolis

We will collect pilot data for year We

then hope to be able to demonstrate

to regulators that the programs

should be Implemented across our

service territory

Duke Energy presented the plan during

an IURC hearing in July 2010 We

anticipate ruling in 2011

Kentucky and the Carolinas

Were working through the planning

process to finalize full-scale deployment

plans in Kentucky and the Carolinas In

the meantime we will use information

from our North Carolina pilot programs and

our Ohio rollout to enhance the customer

experience in our other service territories

DUKE ENERGY PREPPING

FOR ELECTRIC VEHICLES

In late 2010 manufacturers like General

Motors and Nissan began deploying their

new plug-in electric vehicles PEVs in

the U.S Duke Energy is preparing for

widespread adoption through variety

of programs and partnerships Our job Is

twofold to maintain safe and reliable

power grid as demand grows for electricity

as transportation fuel and to ensure

positive experience for our customers

The benefits of electric vehicles are clear

Our customers will save money

Given todays oil prices filling up an

electric vehicle is cheaper alternative

to fueling gasoline-powered vehicles

The environment will benefit

Widespread adoption of electric vehicles

will significantly cut vehicle emissions

Electricity
isa domestic resource

Electric vehicles reduce our dependence

on foreign
oil and lead to more local jobs

plug-in electhcvehicles Impact on greenhoUse

gas emissions depends on the source of the

electricity used to charge its battery When

power is froduced by nuclear or renewable

energy sources electric cars reduce omissions

dramatically However even in regions where

most electricity is produced by coal PEVs stiU

reduce greenhouse gases by 25 to 30
percent

over conventional you ides

GthcOrtvcen

Pilot Programs

Eligible residential customers will

receive electric vehicle charging stations as

part
of

pilot programs in Indiana and the

Carolinas Duke Energy will install charging

stations as well as service the technology

for .thgduration.otthe.prowams..When

the pilot ends participants will have the

option of purchasing the charging stations

at significant savings

We recently installed electric vehicle

charging stations at our Charlotte and

Plainfield corporate offices and plan instal

lations at additional company locations in

2011 Partially funded by the American

Recovery and Reinvestment Act these

installations will support pilot programs

to evaluate the impact of PEVs on our

power grid For example our own plug-in

electric vehicle deployment project recently

enlisted 10 Duke Energy employees to test

the new Chevy Volt in North Carolina

We will use the insights and inforrna

tion we gain from these pilots to design

products and services that appeal to PEV

owners and to develop model regulatory

frameworks for future REV deployments

ITOCHU Partnership

Duke Energy and Tokyo-based

ITOCHU Corp signed an agreement

in November 2010 to collaborate on

advanced energy technologies starting

with the evaluation and testing of

second-life applications for electric

vehicle EV batteries

According to some auto industry

estimates EV batteries that can no longer

charge to approximately 80 percent of their

original capacity may be candidates for

replacement Duke Energy and ITOCHU

believe these partially used batteries

could live on in other applications like

supplementing home energy supply

storing renewable power or providing

fast-charging power source for EVs

By increasing the total lifetime value of

batteries second-life applications could

also help reduce initial battery cost

This pilot project will help Duke Energy

and ITOCHU develop potential business

models for future commercialization

CBER ECURIJY

Emerging technologies regatthess of iidustiyalways open new avOnues of risk Duke Energy

is continually assessing and improving its security plan to keep pace with growing cyber-threats

regulatory and oversight expectations and evoMng digital grid technologies

Duke Energys digitalgrkt components are protected
with

layers
of

cyber
and physical security

The company employs skiVed infonnation technology experts who constantly monitor our

systems security

Our active relationshIps with manufacturers and regulators help essure that we have broad view

of real-time cyber-security threats and can respond to them appropriately We review security as

part of the new-technology design process and include security requirements when procuring new

equipment We also test new equipment and request upgrades
and fixes if problems am identified

Our robust cyber-security poricies help ensure the safety
of our power delivery system including

the digital grid

Icon suddilionil onitentueline atsatalnabdltduke-eeergcom



GREENER UPTOWN CHARLOTTE

Duke Energy Cisco Verizon Wireless

and Charlotte Center
City

Partners are

collaborating on Envision Charlotte

announced at the 2010 Clinton

Global Initiative The aim is to reduce

energy use in our headquarters city

by up to 20 percent among about

70 office buildings by 2016 avoiding

approximately 220000 metric tons of

greenhouse gases

Using Duke Energys Smart Energy

Now energy efficiency services

Envision Charlotte will use digital

energy technologies to gather data on

the buildings collective energy use

Display screens in participating buildings

and throughout uptown will provide

near-real-time updates

Duke Energy is funding 70 percent of

the programs cost with Cisco and Verizon

funding the remainder In February 2011

IM ACCOUNTABLE

Vincent Davis

Drrecto Smart Energy Now Community Partnerships

Charlotte N.C

lmacuntableforEnvtsioCharlotteateameffortto

create one of the most sustainable and energy
efficient

urban cores in the U.S This is an exciting lirst-of-its-kind program and it reflects

Charlottes role as an emerging energy capitaV

We are starling Out ty equipping budings in Charlottes uptown business area with the latest in energy

technologies Well be able to use near-real-time
energy use data to create awareness and change

behavior among bung owners and manegers companies and employees That is really the core of

this program to engage the publie
in way that creates actionable behavior

Helping
customers use less

energy ean delay the building of new power plants whh is good for Duke

Energy our customers and the communft The inftiative is also transfonniig Charlotte into an active

learning laboratory for innovative sustainability practices As we create model for sustainability

energyefficiencyand innovalionwellbecomea role modelforthecounVyparlapseventheworM

Envision Charlotte carries an even deeper more personal meaning to me The coinpaoys Sustainability

filter asks usto look through the
ayes

of future generations when we make decisions Ihave two

children want them to thrive in community that takes
respousthility

for fts actions We have this

unique opportunity
to change the way ourconirnunlty uses energy have high hopes that this will

inspire people to envision their own sustainable future and
join together to make it reality

While we met our goal of adding

between 200 and 300 MW of wind

energy to our portfolio in 2010 we foresee

market challenges ahead Because whole

sale customers are requesting fewer bids

Duke Energys wind business as well as

the U.S wind power industry as whole

may slow in 2011 However our pipeline

of potential development projects more

than 5000 MW creates excellent

prospects for growth in 2012 and beyond

In August 2010 Duke Energy canceled

plans to erect three demonstration wind

turbines in North Carolinas Pamlico

Sound between the mainland and the

states Outer Banks After year of

in-depth study and collaboration with the

University of North Carolina at Chapel

Hill we concluded that the fbd costs

associated with permithn design and

construction of the small-scale project

would not be economically viable Our

partnership with UNC-Chapel Hill is now

focused on studies to enable large-scale

offshore wind development on the ocean

side of the N.C coast

Solar Power Shining Brightly

Proven technology and improved

economies of scale helped fuel new

investments in solar energy In 2010

Duke Energy Renewables acquired and

completed three commercial solar rms
two 1-MW pliotovoltaic PV projects

In North Carolina and 14-MW facility in

Texas The Blue Wing Solar Project near

San Antonio consists of approximately

the N.C Utilities Commission approved

our ability to recover portion of our costs

under our energy efficiency framework

ANOTHER STRONG YEAR
FOR RENEWABLES

As the economy forces many renewable

energy project developers to scale back or

delay their plans Duke Energy continues

to build its wind and solar portfolio

Winds of Change

Duke Energy Renewables newly

named commercial business unit added

251 megawatts MW of wind-generated

capacity in 2010 The 51-MW Kit

Carson Windpower Project completed

in November 2010 is the companys first

renewable energy facility
in Colorado

The 200-MW Top of the World Windpower

Project near Casper Wyo is our second

in the area and fourth in the Cowboy State

Duke Energy Kit Carson Wiodpower Project in

eastern Colorado

DUKE NRGY CORPORATION 2010 2011 SUSTAINABILITY REPORT



Our Blue Wing Solar Protect in San Antonio Texas

215000 PV panels making it the most

expansIve solar farm In Texas and one

of the largest in the country We are also

adding two 5-MW commercial solar farms

one in Florida and another in North

Carolina Both of these projects will be

online by the end of 2011 We expect to

complete more solar facilities by the end

of the year as well

Our NC regulated utilitys $50 million

program to install MW of solar energy

capacity on the rooftops and grounds of

select schools commercial buildings and

factories in the state is virtually complete

Participating customers receive rental

payments from Duke Energy in exchange

for hosting our solar panels The electrIcity

generated through the program enough

to power approximately 1300 homes

is fed into the power grid that serves all

our customers in the state

Duke Energy also purchases solar

power to help meet our renewable energy

geals and state mandates In December

2010 the 16-MW SunEson facility

in Davidson County N.C achieved full

operation This PV solar farm which

supplies our N.C customers can produce

enough electricity to power more than

2600 homes

Investing in solar energy and other

forms of renewable power creates jobs

Our contract to purchase renewable

energy certificates from FLS Energy put

80 people to work in 2010 FLS Energy

North Carolina company that uses

solar technology to produce hot water

at customer sites throughout the state will

need nearly 130 workers by 2012 to fulfill

its agreement with Duke Energy

Blopower and Landfill Gas

Biopower is generated when organic

material often called biomass is

used to create electricity Many states and

electricity providers count on biopower to

help meet renewable energy mandates and

provide sustainable alternative to burning

bssll fuels

However the U.S market for large-

scale biomass projects has been hampered

by lack of clear federal guidance on

emission regulations lower natural gas

prices and the weak economy In
early

2011 Duke Energy and AREVA decided

to suspend the activities of ADAGE the

biopower Joint venture they formed in

2008 ADAGE may resume its efforts

when market conditions improve

Biopower still
figures

in our N.C

regulated utilitys plans to meet the states

Renewable Energy and Energy Efficiency

Portfolio Standard We are co-firing small

amounts of biomass with coal at select

generation facilities and exploring the

potential retrofit of other units to bum

blomass only

In addItion we expect landfill gas-to-

electricity investments to play an Important

role and have executed roughly dozen

contracts to buy power from landfill

gas projects

Landfill gas prImarIly consisting

of methane is produced when organic

materials in large landfills decompose

Methane is approximately 20 times more

potent than carbon dioxide at trapping

heat In the atmosphere Capturing

methane and using it as fuel to produce

electricity
is preferable to burning it as

waste product

IM ACCOIJNTABtE
_____ _______

Melanie Miller

Senior Project Manager

Global
Technology Development

Chariotte N.C

Im accountable for testing digital grid technologies in

Charlotte Our test bed in south Charlotte neighborhood
alews us to my

out new technologies and see how customers use them in real-ille apphcations

There are many moving pieces to each
pilot program We educate our customers on how each new

technology will operate arid give them more control over their energy usage hi return customers

provide feedback and suggestions cii hardware and software upgrades that would
improve

their

overaO experience

Our work allows Duke Energy to better understand how the integration of the digital gild renewable

energy sources plug-in
electric velucles and enet storage will affect our customers and the operation

of the electric system as whole At the end of the day our goal is to effectively
lower

energy
demand

and improve power reilebilily
at the least possible cost

Duke Energy is dedicated to helping customers take control of how they use energy
and the new gild

is

vital to making this possthle
Just as technology

has enhanced our Irves hi countless ways the digital

grid
will lead to

improvements we are only beginning to envision

Icii deeotes idditinal content oniuie ntnportOoka-eeer.coci



DUKE ENERGY CONTINUES
COLLABORATION WflH
CHINESE ENERGY COMPANIES

Duke Energy continues to collaborate with

some of Chinas most prominent energy

companies to scale up and corn merdaize

clean energy technologies

In November 2010 we signed an

agreement with BYD privately held

company that makes plug-in hybrid

and all-electric vehicles BYD is the

largest Chinese and fourth-largest global

manufacturer of rechargeable batteries

Duke Energy and BYD will collaborate on

technologies for energy storage electric

transportation and smart grid applications

The two companies will also explore joint

business development opportunities

Duke Energy also has agreements

signed previously with 1-luaneng Group

Chinas largest
electric uthity and ENN

Group one of Chinas largest privately

held diversified energy companies

Duke Energy and Huaneng Group

continue their collaborative research on

capturing and sequestering carbon

dioxide emitted from coal-burning power

plants with joint projects at generation

facilities in both nations

In January 2011 Duke Energy and

ENN Group announced joint effort

to develop Chinas first eco city in

Langfang near Beijing The objective

11 WEB EXCLUSIVE CONTENT

Testing Advanced

Energy Technologies

CFLGveaways Extremely Popular

Customers Opt for Papedess Billing

Surveys Highlight Stmng Customer

Satisfaction

create city of tomorrow powered by

clean energy including solar and wind

coupled with advanced energy storage and

energy efficiency systems Duke Energy

will apply lessons learned in Langfang to

the companys deployment of clean energy

technology in its U.S service areas

Duke Energy also participates in the

new U.S.-China Energy Research Center

bilateral enterprise established by President

Obania and Chinese President Ru Jintao

to advance clean energy technologies in

the U.S and China The consortium will

operate with five-year $100-million

budget $25 million from U.S members

$25 million from the U.S government and

$50 million from Chinas government

Duke Energy foresees significant

benefits resultlng from research and close

collaboration with st-growing China

Among them

Accelerated development and deploy

ment of low-carbon technologies in our

service areas

Recruitment of Chinese energy firms

into our service areas to create

American jobs and spur economic

development

Access to low-cost Chinese capital to

help us fund the investments required

to modernize our generation fleet and

power grid

Green Power and Carbon Offsets Expand

foKentucky

PartnermgwithourCustomers

Advancing Energy Storage

Video Developing Wind Power Project

Video Envision Charlotte

Smart Grid

Improving

Reliability

DELIVERING

AFFORDABLE ENERGY

Duke Energy currently offers some of

the most competitive electric rates in

the United States However our power

plants are aging as is our transmission

and distribution system

Modernizing our system will enable

us to provide cleaner and more reliable

energy As we continue to Invest In

modernization customers rates will

increase We intend to file for base-

rate increases in the Carolinas and

possibly Kentucky In 2011 If approved

we anticipate the new rates going into

efct in 2012

We minimize rate increases by aggres

sively managing our costs and reduce rate

impacts by developing new programs and

services to help our customers reduce their

energy usage

Ohio Customer Choice

Since 2001 Ohios evolving competi

tive electricity market has given customers

the ability to choose their supplier for

power generation and transmission This

is different from the traditional regulated

markets of the Carolinas Indiana and

Kentucky where customers are served by

the electric utility assigned to their area

Duke Energy Ohios current rates

were approved by the Public Utilities

Commission of Ohio PUCO in 2008 and

set through the end of 2011 as part of our

existing
Electric Security Plan ESP The

ESP set fixed regulated rate for electric

generation that was comparable to the

then-current market price

Customer choice wasnt
significantly

embraced in Ohio until 2009 when power

prices plummeted along with the economy

and industrial demand Competitive retail

electric service providers began marketing

directly to Duke Energy Ohio customers

offering generation prices lower than our

ESP rate Many large commercial and

industrial customers began to switch to

other suppliers to take advantage of the

price differential Because of the structure

of Ohios electric market Duke Energy

Buildii Business

with China
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Ohio was no longer able to offer them

competitive pricing

To respond to the competitive market

in 2009 Duke Energy Retafi nonregu

lated subsidiary of Duke Energy Corp

began to market to large commercial and

Industrial customers in Ohio In mid-2010

we began marketing to residential

customers as well

By the end of 2010 about 65 percent

of Duke Energy Ohios customer load

had swItched to other retail suppliers

who offered generation at lower prices

Duke Energy Retail was able to recover

approxImately 60 percent of that switched

load while also capturing customer load

outside our franchised service area Duke

Energy Ohio continues to serve as its

customers power distribution provider

regardless of which
entity they choose

for their electric generation

Late last year we applIed to move

toward market-driven rates The proposed

change would have ensured that Duke

Energy Ohio customers recelve

competitive reliable supply of electric

generation However the PUCO did

not approve our market-rate application

as filed In light of this ruling we are

evaluating our options and plan to file

revised application

Duke Energys

Regulated Average Retail Rates

Cents per kiiowatt-hour

14.00

12.00

10.00 u.S Avuage 9.84

8.00

0o

2.00

if
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camped Nucrscent light bs replacii their icamuescents with these CFb mcustcmers can
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We completed our first Home Energy Managetnent pilot 2010 DvenlI Ui molts arid customer

teedbeck demonstrete that customerS waulto taha contelof their energy usage aret costs ThÆ partiei

pabon proved that small dianges add ug and can holy reduce peak demand
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and Ohio this year

Are these programs win tom everyone how
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drIver vi helping us deliver on out mission of affordable ridable
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energy

From civitomees perspective oar energy efficiency products

and servIces provide the infonnatios and tools they need to take

coatrolof their energy usage and costs When our customers
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Energy to continue to consider biomass as

scalable and reliable means of compli

ance with the states renewable energy

standard more limiting definition could

significantly reduce the viability of blomass

projects across the state

Another example is in the Midwest

which has some of the best wind

resources in the country Duke Energy is

developing 200-megawatt wind power

project in northwestern Michigan the

.1 Gail Windpower Project We will commit

to building the project once long-term

agreement with power purchaser

typically an electric utility or cooperative

is in place

Area residents are largely supportive

of the project given the jobs tax revenues

and clean renewable energy it will

provide Some however are concerned

______________________________
about sound and vibrations from the

1.13 L19 1.04 Ui 1.10

proposed wind turbines property values

and impacts on the vlewshed Weare

153 00 iM no keeping area residents intormed about

the proposed Gail Wlndpower Project

through variety of In-person and

written communications

As an industry we stii have much

to learn about renewable energy as well

it .- The Electric Power Research Institute

has launched new research program

Environmental Aspects of Renewable

Energy to share Insights on the siting

buiiding and operation of these important

sources of energy and to address concerns

about their development

96.6% 967%

ADDRESSING QUESTIONS

ABOUT RENEWABLES

As an industry and as company we have

decades of experience in siting building

and operating coal nuclear and natural-gas

power plants As we deveiop renewable

riŁrgy jiiEVvŁaifffiuidiij1häfthiy

are not without their critics and challenges

For example stakehoiders In North

Carolina are debating the types of wood

that should qualify as biomass fuel under

the states renewable energy standard

Some believe oniy wood waste should

be aliowed meaning limbs treetops and

other furest management residuals Others

including Duke Energy support broader

4eflnitiog rejs simolv not

harvesting and stiui produce more trees

than are harvested

in October 2010 the North Carolina

Utilities Commission ruled in favor of the

broader definition but an appeai has

been filed with the N.C Court of Appeais

4f--upheld--the-ruilngwouid-ailow-Duke

enough waste wood to fuel tie need for

blomass renewable energy in the state

Studies show North Carolinas forest

inventory can support significant additional

SYSTEM RELIABILITY REMAINS HIGH

Power reliability iS aiwaysa top pnonty and we continually work to reduce both the

number and duraben of outages our customers cpenence Our numbers have improved

substantially in recent years mainly due to new and improved reliabtlity programs

But we did not meet our aggressIve 2010 goals which were set according to our

historic movement trends

Weather especily lightning impacted our 2010 ponriance Our customers in

the Carolinas expedentect 80 percentmore iighthlng strikes last year while our Midwest

customers saw 46 percent ncmase

IwIPt1tiIKttI

t4 blQtt

Average eember of

130

oelaps loccvrreocnl

Average lisnewithoet

powert ninetni

Loege then ritot sia5st eli repoctod pre 000

164 133

Our generation piahtsiiiet the challenge of increed lead reijUiSments resuiting

from the weather let by the nuclear fleets capacity factor fI of approximately

95.9 percent fri 2010..ThIseciipsedthe previOus recqrd of approximately 95.2 percer

in 2002 and inariced llthcisecjitive.yearthat The nUclŁbr fleet had qapacity

factor above 90 percent Our regulated tssil fleet also had an eceilent year with

commeitiai availability IJ of approxirQatey 887 percent Our nonregulated Midwest

generaboli fleet also expenenced superior ppetatoonal results with commercial

availabhity of 897 percent

scipacitjFdcttŁ 90.1% 92.4% 91.5%

85.3%

93.3% 96.9%

Rplat.dFouflCouehWclaI 870%

Avaiitth

Foul Coaijneicial

88.7% 81.0% 84.0% 83.1% 997%

93.8%

883%

87.2%

toassonmope jLUEneeg
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ADVANCING SOUND
ENERGY POLICY

Duke Energy continued to play leader

ship role in advocating for sound national

energy policy in 2010 Regrettably

Congress failed to enact comprehensive

climate
legislation

which would have put

market price on carbon and more rapidly

med the U.S toward low-carbon

future Congressional action on climate

bill is also
unlikely in 2011 or 2012

In early 2011 the U.S Environmental

Protection Agency EPA moved forward

with its regulatory strategy to control

carbon emissions The EPAs carbon

efforts along with its numerous regula

tions geverning other emissions have met

stiff opposition In both houses of Congress

Also in early 2011 the Obama

administration and some bipartisan

members of Congress urged passage of

Clean Energy Standard to mandate the

deployment of solar wind cleaner-coal

and nuclear power generation Whether

such technology-focused law could pass

both houses of Congress remains an open

question Duke Energy could support

properly constructed federal Clean Energy

Standard that advances the deployment

of low-emitting energy technologies and

meets our criteria of fairness effectiveness

and affordability

CLEAN ENERGY STANDARD VERSUS

REEWABLE ENERGY STANDARD

federal Renewable Energy Standard would

mandate the production of renewable
energy

and

exckide nonrenewable low-carbon resources

such as nuclear power and coal-fired plants

equipped with carbon capture and storage As

of
January 201129 states have this

type
of

mandate in place and an additional seven have

nonbinding goals Clean Energy Standard at the

state or federal level would be broader and would

include nonrenewable law-carbon resources

Even absent clear national energy

policy an energy road map Duke

Energy is moving forward to modernize

and decarbonize its fleet of power

plants and plot its own course toward

cleaner energy future



Ultimately the path to cleaner

energy future lies with the development

and deployment of new technologies

Duke Energy is redefining itself as

technology company far beyond its role

as traditional
utility

For more information on Duke

Energys political involvement see the

Governance and Transparency section

of this report

STROKE OF PEN RISKS PERSIST

FOR GENERATION FLEET

Duke Energy continues to actively partici

pate in the development of federal policy

that will shape environmental regulations

in coming years These new rules what

we call stroke of pen risks will likely

drive additional power plant retrofits and

retirements While compliance costs are

subject to considerable uncertainty and

will depend on final rules our capital

expenditures for new environmental

control equipment could total approxi

mately $5 billion over the next 10 years

Air Quality

In August 2010 the U.S

Environmental Protection Agency EPA

proposed the Transport Rule to further

reduce nitrogen oxides and sulfur dioxide

emissions from fossil-fueled power plants

in 31 eastern states and the District of

Columbia Phase of the two-phase

program would begin Jan 2012 and

Phase would begin Jan 2014 The

agency expects to finalize the rule in

mid-2011

In March 2011 the EPA released its

proposed Toxics Rule to limit emissions

of mercury and other hazardous air

pollutants from coal-fired power plants

across the U.S Under the proposed

schedule compliance with final emission

limits could be required beginning in

early 2015 The EPA plans to finalize

the rule in November 2011

Revisions to the National Ambient

Air Quality Standards NAAQS continue

In 2010 the EPA finalized tighter air

quality standards for sulfur dioxide and

is expected to finalize tighter standards

for ozone and particulate matter within

the next year As with all NAAQS state

implementation plans will outline how

the states intend to implement the more

rigorous federal standards

Water

The EPA issued proposed rule in

March 2011 for existing power plants

under Section 316b of the Clean Water

Act with the final rule expected in July

2012 The rules purpose is to minimize

impact to aquatic life from the location or

operation of cooling water intake struc

tures by using best technology available

includIng additional studies and possibly

closed-cycle cooling towers at our larger

steam-generating facilities widespread

requirement to install coolIng towers at

existing coal and nuclear plants would

affect about 40 percent of U.S generating

capacity and could have significant

cost and supply Impacts Recognizing

that water system and ecosystem needs

vary Duke Energy supports the states

continued ability to select site-specific

technologies that best suit local environ

mental and water needs

The EPA also intends to revise Steam

Electric Effluent Guidelines which could

drive more stringent wastewater permit

requirements for ash pond discharges

and scrubber wastewater treatment

systems The EPA expects to propose

guidelines in mid-2012 with final guide

lines in January 2014 and compliance

beginning in mid-2017

Coal Combustion Residuals

An ash dike failure at Tennessee

Valley Authority plant in December 2008

has heightened concerns about cfdce

stability and how utilities manage coal

combustions residuals CCRs including

coal ash and scrubber gypsum CCR

management is currently addressed by

varying state regulatIons

Duke Energy has comprehensive

monitoring maintenance and inspection

program in place to ensure dike stability

and is committed to managing CCRs in

way that protects human health and the

environment Approximately 9.5 million

tons of CCRs were produced at Duke

Energys coal-fired plants in 2010 and

approximately half was beneficIally
used

key CCR uncertainty however is

whether the EPA will seek to reverse Its

2000 determination that CCRs are not

hazardous waste The agencys proposed

rule in June 2010 sought comments on

both hazardous and nonhazardous waste

determinations Duke Energy supports

federal nonhazardous rule which would

protect human health and the environment

while preserving the ability to recycle ash

and gypsum into concrete wallboard and

other products

We also support including structural

integrity standards for surface impound

ments We believe the rule should not

contain blanket impoundment closure

requIrements but rather should base

closure on performance standards

We are focusing on clean
energy technology at power

plants likaourEdwardsportfacity under cllnstnictOn

in southwestern Indiana Were also using technology to

help our customers better manage their energy use
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final rule will not be issued before

2012 and would likely take several years

to fully implement

New Source Review Litigation

In October 2010 the 7th Circuit U.S

Court of Appeals reversed jury
verdict

finding that three generating unIts at our

Wabash River plant in Indiana violated the

federal Clean Air Acts New Source Review

regulations Duke Energy expects to put

the three units back in service once the

lower courts shut down ruling is vacated

Duke Energy continues to evaluate

plans to convert two units at our Gallagher

Station In Indiana to natural gas

December 2009 settlement between

Duke Energy and the EPA the U.S

Department of Justice and other
parties

provided that we can either retire two of

the plants four units or convert them to

natural gas Conversion would require

installing
19.5-mile

pipeline
to bring

natural gas to the station The company

is seeking permission from the Federal

Energy Regulatory Commission the

Corps of Engineers and the Indiana Utility

Regulatory Commission for the project

Duke Energy also installed additional pollu

tion controls and switched to lower-sulfur

coal on the two remaining coal units as

agreed and those systems are operational

Litigation over alleged violations of

NSR regulations at our coal-fired plants in

the Carolinas is pending awaiting further

court action

Mountaintop Mining

The practice of mountaintop-removal

coal mining form of surface mining

where entire coal seams and the earth

above them are removed from the top

of mountain continues to be very

controversial

Due to our location most of the

coal we buy for our Carolinas plants

comes from Central Appalachia where

an estimated 20 to 25 percent of the

coal mined comes from mountaintop-

removal mines

Because of the legislative

regulatory and legal challenges to

mountaintop-removal mining we

would prefer not to purchase coal from

mountaintop mines However to help

keep costs low for customers we are

required by state utility regulations to

purchase the lowest-cost fuel available

to run our power plants

In 2009 we convened an internal

task force to research this issue In June

2010 we asked suppliers to offer Central

Appalachian coal that does not come

from mountaintop mines We learned that

very limited volumes of that coal can be

purchased without premium Given this

we have started btng mountaintop-mine-

free coal whenever we can do so without

pa4ng premium

We are also beginning to test-burn

coal from other basins in our Carolinas

power plants Because these plants

were designed to bum coal from Central

Appalachia test burns are required to

determine the tolerance level to different

fuels Several test burns will be conducted

In 2011

GENERATION FLEET

MODERNIZATION IN FULL SWING

Our generation Infrastructure is aging By

2050 we expect to replace most of the

power plants currently on our system with

cleaner more efficient generating facilities

Our efforts to replace and retrofit

older higher-emitting units with advanced

technologies are well under way These

major construction projects not only

modernize and decarbonize iJ our gener

ation fleet they also put people to work

Cleaner Coal Becoming Reality

Our 825-megawatt MW clean-coal

unit under construction in North Carolina

IM_ACCOUNTABLE ______________

Terry Moore Reactor Systems Engineer

McGuire Nuclear Station

Im accountable for the safe storage
of used fuel at

McGuire Nuclear Station Primarily rm responsible for the

management of dry cash
storage

McGuire like many nuclear stations across the country stores used fuel in pools and dry casks Dry

casks are above-ground storage units that safely and securely house the stations used fuel These

casks are rugged
containers made of steel and concrete which wiN protect the fuel under extreme

conditions such as earthquakes and floods They are monitored and licensed by the U.S Nuclear

Regelatory Commission

The used fuel is moved to dry casks after it has been safely stored arid cooled in deep pools
for several

years These pools located in reinfomed concrete
buildings are steel-lined concrete vaults filled with

water prevkting protection for the fuel assemblies My responsibilities include technical support for

leading the casks and overseeing the hiel handling equipment which loads the fuel and transports
the

casks from the used fuel
poois

to the
dry storage area on site

bavewritten moielJian 100 pagesofpmceduresonloadingthecasks.Loaduigusedfuelinbthe

dry casks is detailed methodical
process that Involves

welding draining and drying the casks and

operating high-tech machinery This process is well coordinated and safely performed by well trained

and highly skilled workers

Helping McGuire to safely manage its used fuel is one way have helped Duke Energy operate more

sustainably during my 30 years of service



ELECTRICflY GENERATION TRADE OFFS

Every neration technology coal nati.val nuclear hdro wind blomass and solar

has advantages and disadvantages The Electric Power Research Lnslftute EPRI

summarls those trade-offs In its recent assessment of different generation technologies
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is more than 80 percent complete and

on budget

Scheduled to begin operation in

2012 unit at Cliffside Steam Station

will be one of the cleanest and most

efficient coal units in the country It will

emit 30 percent less carbon dioxide per

megawatt-hour generated than older units

Retirement of tbur older units at

Cliffside plus 800 MW of older less

efficient coal-fired generation elsewhere

on our system combined with other

efforts will make Cliffside unit carbon-

neutral lJ by 2018

The new unit will have state-of-the-art

air emission controls to remove 99 percent

of sulfur dioxide emissiOns 90 percent of

nitrogen oxides emissions and 90 percent

of mercury emissions

The 618-MW Edwardsport integrated

gasification combined-cycle IGCC

facility
in Indiana is also more than

80 percent complete and is scheduled

to begin service in the fall of 2012

The plant
will convert coal into

synthetic gas thats processed to remove

pollutants It will be the first major new

coal-fired power plant constructed in

Indiana in more than 20 years We will

retire existing units at the site built

between 1944 and 1951

The new plant will preduce 10 tImes

as much power as the older units and

will emit less sulfur dioxIde nitrogen

oxides and mercury It will also emit more

than 40 percent less carbon dioxide per

megawatt-hour Were studying the poten

tial for carbon capture at Edwardsport

and have request pending with state

regulators to study carbon sequestration

In April 2010 we updated the plants

cost estimate from $2.35 billion to

$2.88 billion due to the pmjects scale

and complexity The revised cost is

beIng reviewed by the Indiana Utility

Regulatory Commission

In March 2011 we filed pitposal

with the commission to cap the prplects

construction costs to be passed along

to customers at $2.72 billion excluding

financing costs on that amount Duke

Energy is also preposing adjustments to

lower the average rate increase related to
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the project from approximately 19 percent

to about 16 percent for customers overall

The Impact to the average residential

homeowner would be about 14 percent

With commission approval this would

effectively bring the projecrs near-term

rate Impact to approximately the same

level as under the currently approved

$2.35 billion cost estimate

In addition to our investments in new

coal units we have spent approximately

$5 billion over the last decade to install

emissions control equipment on many

of our coal plants As result we have

reduced our sulfur dioxide emissions by

73 percent and nitrogen oxides emissions

by 52 percent over the past five years

Natural Gas Picking Up Steam

Lower prices
and rativeiy lower

emissions are sparking renewed interest

in natural gas as an alternative fuel for

electricity generation Shale gas extrac

tion has boosted production in recent

years but environmental concerns about

the shale fracturing process persist
in

particular the amount of water and chemi

cals required Duke Energy continues to

monitor developments related to shale gas

Meanwhile we continue to include

natural gas as part
of our diverse genera

tion portfolio

We are building two 620-megawatt

natural gas-fired combined-cle i1

generating units in North Carolina one at

Buck Steam Station and one at Dan River

Steam Station These cleaner-burning

units will enable the retirement of older

less-efficient coal units at each site

The Buck project is more than

75 percent complete and is expected to

be in service during 2011 Construction

recently began on the Dan River project

which is expected to be completed

In 2012

In Peru Duke Energy

International DEl completed its

Las Flores thermoelectric power

plant in 2010 This highly

efficient 198-MW gas-fired

turbine is DEls third natural

gas power plant

In ljM of the crisis In Japan and given the slugg1s eccoomy

ths outlook on new nestler cbsnged

As
major part of Oshenergjs diverse power generation

mont40satsnocisaenergyhesprnvised
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long-tann basaloedgenerabon needs it the Carolkias
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Balancing the need foraffonlable Mable and denoer energy he the 21st century represents an

miperteot loadeup appartanity forcer company and ourcounby Despite 11w ccmplecity of that

chohenge Duke Energys commibnanit to sustamabitty is leading to decisions that are good for today and

even better for tomorrow As part of our 2110 Camitas IR
process heerarep we sceght

stakeliolder

feedback en what is inportant to than To ensure our planmeg was censLstonl with our sustawtabÆty
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Does Lb IRP still support the Edwardapost Integrated gasIfication combined -qde CIGCC

project In Indiana given gker cod estimates

Yes our analysis continues to show that despite ioaeased costs completing the Edwardsport

IGCC project is is the best loheests of our customers The state-of-the-art plant
wifl replace

GO-plus year-aid wits and ensure thetwe can meet our costomors demand tot
energy

It wit ao be

one of the deanestceat-ad power plants lithe .t

whars Lb current projection for coal
plant

ratirernerds

Existing peadmg and expected envkonmsnta regulations wil likely result is reboOts retiemefit

erconvie to other balu hr most of Duke Enetgjs coal-bred generation Oeet Since retrofits

wl net beeccoonilcal for many of Lb smaller cider coal wets en wib likely retire those units or convert

their to burn nabarai gas
in the 2015 time frame We cuneatly anDcala rettnngor

coiwertng to another fuel natinl gas or biomass about 2A00 MW of older

coal-fled uratiori and were valuating options for anether 1.300 MW
Duke Enurgys lR process takes iota account these likely impacts on

teseune needs as wel as other considerations



Nuclear Remains an

Important Resource

Affordable reliable and dean nuclear

energy has been part of our generation mix

for nearly 40 years And with zero carbon

emissions it is an important clean-energy

resource for the future

Safety has always been the highest

priority In our nuclear operations Along

with the entire nudear energy industry

worldwide we are engaged in the events

in Japan Our Industry will work together

to clearly understand the effects of the

earthquake and tsunami on the Japanese

nuclear plants And we will incorporate

lessons learned from that experience into

our current operations as well as into

our planning for new nuclear units to

further ensure the safety of our plants

our employees and our communities

Duke Energy remains committed to

pursuing combined construction and

operating license COL for the proposed

Lee Nuclear Station in South Carolina

The COL application to the U.S Nuclear

Regulatory Commission Is for two

Westinghouse AP10O0 reactors which

have highly advanced technology to ensure

plant safety and reliability We anticipate

receiving the COL in the 2013 time frame

If approved and built the 2234-

megawatt facility will significantly reduce

the companys carbon footprint Lee

Nuclear Station would also help stimu

late the regions economy through job

creation and tax revenues while meeting

customers need for dean affordable and

reliable electricity

Increasing Hydroelectric Capacity

We continue to enjoy the environ

mental and peaking-power benefits of

our companys oldest generation type

renewable hydroelectric power

Duke Energys Jocassee Pumped-

Storage Hydroelectric Station is

replacing two turbines to increase

capacity by 50 megawatts by

summer 2011 These are the first

upgrades to Jocassee units and

since they began commercial opera

tionin 1973 Units3and4were

upgraded in 2006 and 2007

What are the
ladeatry

sad Dubs Eiwgydta mpeni orlels iaJapoaT

As Ibis smergeecy mast refolded all U.S chiof micleurelkers pupetod twis-dady phone

ceeferencea to usdecotarid whatums happesiog lepsa and wliatacoes mibe nesded Is

esase the cenbmad sale operation
of sec aucleer

plants
We have else wailed tiumeft imbosal acid

fetmpjtjaimt helustiy agencies to Iputourcess iparto in leps.....-

Oikidustry takes very seriously oct commitment to the sale operation of nuclear power plants

As an industry we swami early on to take the lofowing short-term eckes at nuclear phnts

.vevityourcapatihtyto mactale saMydixh eeumcts kicldagtbehns ot

5frntoper3tic5l systems caused bf sabiral events fires aicruft mipactar eaplasions

lipouraWitytureapond tea IossofelectslcprbyrarmItgthatwehanadequae

matedets ant
procedures

in place

Reverify our abity to respond to Seeds idingtheir eapact Os systems inside and outside the plant

Perform walk downs end inspections of important equipment
needed Is successMy respond to

fires and Seeds

What mesmns are laplace U.S oucla facilities to assure public safety

Nucleer power plants are designed for safety with muIe barriers ant redwelant and diverse

safety systems The abty to withsbnd natural events such as earthipralas tornadoes l1ods

and himicanes was incorporated into the deage of all nsclaar plants Plant desiges aloe include

additional marpc above demsjc requirements Scisinc hanrds am based on plant location and geolegy

lcd the masinwn predicted earthquake

hi addition U.S plants are desjned to withstand station blordout the intel toss of all

aating-cunent power Duke Energy plonts have on-site power somess ff

mirlosum to provide additional salety macgin This includes but is sot loaded to dissof and steam

driven generators/pumps batteries and independent support faciitas that can be used in tim event of

an emergency Post-Sopt 11 measoies require U.S nuclear plants to abs be able to cope with sigflcaet

destruction dee to fires eiplesions aid aluaft impacts Mditionaly U.S nucle power plant operators

tuivsguidskes
to bOner is the wikalp event that severe accident results in fuel damage arid we

cegutoib prictice ow response to various severe accidents in emergency preparedness drOls

the avails in lapse all act the tuturs of the Vi nudest industry

Its plernabire to draw conclusions about the inpad of the Japanese

nudesrcrisiscntheU.Tweveetspanwlbstlmrily

analyzed
lithe coming months The nuclear industry regularly studios end

hamsdocewhicerpcratstonsns
leureed hnunththeamct into the operation of oureusbngplarits usa
as future plants and continue to do whatever is necessary

to ensure

the safety our communities

Nuclear energy has been aid au continue to play key role in

meeting
Americas acerb needs lcke

Energy
is canbiÆrg

with development actMties lot our proposed Lee Nuclear

Ii order to maim safe refeble and affordable

electricity available for nit customers for
years

into

thifuture



DEl Brazil is building two small hydro

electric plants 16 MW each expected

to be complete in the 2011-2012 time

frame The Retiro and Palmeiras plants

are located on the Mirim Sapucal river

in Sao Paulo State

Read about Duke Energys use

cit renewable energy in the Innovative

Products arid Services section cit this

ALGAE CARBON CAPTURE
TESTING SHOWS PROMISE

Partnering on research and development

is one way to accelerate the development

of deaner and more affordable energy

technologies

In 2010 Duke Energy and ENN Group

one of our Chinese partners conducted

joint study to test the ability of various

strains of algae to remove carbon diodde

CC2 from coal-fired power plant emissions

This was the first study to use CO2 from

power-plant flue gas instead of pure CO2

Using mobile algae unit that was

designed and built by ENN Group we

set up test site at Duke Energys East

Bend Station in Kentucky to conduct the

three-month study Since algae like all

plants use CO2 in photosynthesis carbon

emissions can serve as feedstock for the

plants growth Workers piped In controlled

amounts of flue gas from the plant stack

emissions directly into series of large test

tubes containing different algae strains and

various sources of station water The next

phase of testing will study the potential

use of the algae in products such as

animal feed and fertilizer

The team of scientists found that

several strains of algae grew just as well

using flue gas instead of pure C02 an

important indicator that these strains could

be good frt for potential CO2 mitigation

Further research will help determine if

algae can become low-cost solution to

absorb portion of flue gas COP To that

end we have submitted large-scale

demonstration project
for funding by the

U.S.-China Energy Research Center

This joint study is one of several

carbon-capture technologies Duke Energy

is pursuing In our efforts to reduce

carbon emissions

WATER LIMITED RESOURCE

Water is critical resource to Duke Energy

and the communities we serve Rivers

and reservoirs serve as the backbone of

our generation fleet by providing hydro

power and cooling water for our nuclear

and fossil plants At the same time these

water resources also support public water

systems industries wildlife and recreation

In 2010 demand for water continued

to rise and drought conditions returned

to portions of Duke Energys service

territory With limited opportunities to

develop additional reservoirs Duke Energy

continues to work with government

community and
private-sector partners

to effectively manage water resources in

the following three areas

Managing Water Supplies

In early 2010 the Catawba

Wateree Water Management Group

CW-WMG won matching research

grant from the Water Research

Foundation to explore ways to

enhance water resources in the basin

The Foundation convened panel of

world-renowned experts to study the

safe
yield of the Catawba-Wateree

River Basin and how it compares

to similar basins around the world

Further study will take place In 2011

The CW-WMG is nonprofit corpo

ration composed of Duke Energy

Carolinas and 18 public water system

Recreational use us just one reason to protect oiw

valuable water resources

owners in the Catawba-Wateree

River Basin

The Keowee-Toxaway Hydroelectric

Relicensing Project lJ got under way

in 2010 using stakeholder-driven

process similar to what was used fOr

the Catawba-Wateree Hydroelectric

Project relicensing effort Duke

Energy has updated U.S Army

Corps of Engineers reservoir opera

tions model and conducted water

supply assessment in the Upper

Savannah Basin as part
of preliminary

relicensing work

The South Carolina Surface Water

Withdrawal Permitting bill was passed

into law in 2010 This new legislation

requires most surface water intake

owners to obtain permit from the

state environmental agency before

withdrawing water helping ensure

appropriate allocation of future water

use Duke Energy provided valuable

leadership during the stakeholder

negotiation process associated with

this legislation

Managing Water Demand

In 2007 the Supreme Court agreed

to hear case filed by South Carolina

against North Carolina for equitable

sharing of water resources in the

Catawba River The court allowed

Duke Energy to
participate

as an

intervenor in the case lii 2010 the

case was settled by the parties
and

dismissed by the Supreme Court The

Comprehensive Relicensing Agreement

Duke Energys Jocassee Hydroelectric Station

pumped-storage facility in Upstate South Carolina



CRA for Duke Energys Catawba

Wateree Hydroelectric Project was

used as the basis for the settlement

The CRA which was signed by 70

stakeholders in 2006 after three years

of negotiation indudes procedures for

conserving water during droughts and

studying future water demands This

settlement has been called model

for how states should work together to

preserve shared natural resources

The Catawba-Wateree WMG
commissioned survey of demand-

management best practices across

the US Survey results have been

used to identify measures that will be

implemented by public water systems

in the basin

Duke Energy and the Catawba

Wateree WMG are jointly funding

three-year study by N.C State

University to assess smart irrigation

technologies that could help lakeside

residents better manage their lawn

watering systems Year three of this

effort is getting under way in 2011

WEB EXCLUSIVE CONTENT

Greening Our Vehicle Fleet

Reducing Landfill Waste

Moving to Culture of Lass Printing

Restoring Forests in Braz

Climate Change Adaptation Research

Gaining Ground

Duke Energy Gives Endangered

Mammals Platform for Survival

Preserving Argentinas Paleontciogical

Heritage

Environmental Leadership Recognition

Managing Drought

The Catawba-Wateree Low Inflow

Protocol LIP established during

Duke Energys efforts to relicense its

Catawba-Wateree Project helps the

company and other major water users

in the basin conserve water supplies

during droughts This protocol is being

implemented on voluntary basis

until the Federal Energy Regulatory

Commission issues new flcense It

Is also being evaluated for potential

improvements based on lessons

learned during the record-breaking

drought in 2007-2008 In 2010

Stage of the UP was implemented

as drought conditions returned to

the basin This stage recommends

voluntary conservation by water users

across the basin

Work continues on the installation of

network of gauges in the Catawba

Wateree Basin to better understand

how groundwater affects surface

water availability during droughts

The project is scheduled for comple

tion in 2012

SIGNIFICANT POWER SAVINGS

AT DATA CENTERS

Due to their rapid growth and considerable

energy consumption data centers have an

increasiny large carbon footprint

In November 2010 Duke Energy

and the Electric Power Research Institute

EPRI released preliminary results of

pilot project showing that data centers

operating on direct current DC rather

than alternating current AC can cut

their power usage by 10 to 20 percent

And those figures could double when the

added energy savings due to lower cooling

requirements are taken Into account

Most large data centers run on AC

power creating inefficiencies as power

is repeatedly converted back and forth

from AC to DC Those conversions also

generate heat resulting in increased air

conditioning costs in order to maintain the

servers and other equipment

Working with EPRI we converted part

of Duke Energy data center in North

We are fmding ways to nwke our customers and our

own data centers mere energy efficient

Carolina to operate only on DC power

The servers and storage banks operated

normally with approximately 15 percent

less power

Because DC equipment can be

retrofitted for use with existing equipment

DC power is not limited to new or large

enterprise operations Thats good news

for the more than 2.5 million smaller

data centers across the United States

looking for inexpensive ways to cut costs

Based on federal projections EPRI says

that reducing those data centers energy

consumption could save up to 25 billion

kilowatt-hours of energy annually

The use of DC power is just one

approach Duke Energy is exploring

to reduce data center energy use and

costs Other key strategies include HVAC

air optimization data center consolida

tion server virtualization and replacing

older equipment with more efficient

computer hardware

DUKE ENERGY CORPORATION 2010 2011 SUSTAINABILITY REPORT



ENVIRONMENTAL PERFORMANCE METRICS

2010 Electricity Generated

55.8% Coal

26.0% Nuclear

00 10.4% Conventional

Hydra

6.8% Natural Gas/Oil

00 1.4% Wind/Solar

caped-stuao ldmwhith toWed 114% cuuianes mso

eaethai it produces

In 2010 as in 2009 almost 40 petcent of the

electricity we generated was from carbon-free

sources including nucleaç hydro solar and wind

PampeiMtsiage hyh wlüch toWed 2% cessaimes sure eeee

Un itpesduces

Our diverse generation portfolio reduces commodity

price volatility and helps us meet our customers

electricity needs in sustainable way

Fuels Consumed for U.S Electric

Generation

Fuels consumed increased in 2010 over 2009 due

to the need for increased coal and natural gas

generation to meet higher demand for electricity

Water Withdrawn and Consumed

Water withdrawn is the tetal volume removed

from water source such as lake or river Due

to
once-through cooing systems on many of our

coal-fired and nuclear plants large portion
of this

water is returned to the source and available to be

used again Waerconswned is the amount of water

removed for use and not returned to the source

UrntsdStatss LatlnMnsilea Total

MWh MWk With

Obeasanda Pwoeet 09ouuaods Pcet Wieusaaids Pwcwit

Coal 93192 623% 0% 93.192 56.8%

Natural GitVil 8157 5.5% 3.166 17.3% 11323 62%

ToW .161j49- .-ev 7.9%- .t55_

Nacloar 43413 29.2% 0% 43443 26.0%

Coov.otlaal Hyde 2239 1.5% 15178 823% 17417 10.4%

WInd 2281 1.5% 0% 2281 1.4%

Sitar 11 1% 0% 17 1%

ToW Carbea4r 47982 32.3% 15178 82.7% 63159 37.8%

Pen 5IJydm 589 -0.5% 0% 689 .0.4%

Total 148642 1000% 88 344 100.0% 166985 1000%

13 data based us Data Eneces owiurairip chow od weowtbrg easels Totals may aotal up esactdtib roumtog

Pimipod-ateep hyde helps meat peek denaiida mid Ito sitar stocop tclreoloes wmumes more eso than itpWuces

UnlOad States Lalla8meelca Total

MW Peecent MW Perosict MW Percent

Coal 16925 47.4% 0.0% 16925 42.4%

Nitvral Gas/Oil 9395 26.3% 1264 39.8% 10689 26.8%

Total Foe 26320 737% 1394 398% 27614 692%

Maclair 5173 14.5% 0.0% 5173 13.0%

ConvantionalNydri 1111 3.1% 2909 69.2% 4020 10.1%

Solar 24 0.1% 0.0% 24 0.1%

Wiitd 986 2.8% 00% 986 2.5%

TotalCarbost-Fru 7294 20.4% 2909 692% 10203 25.6%

Pamped-St.rapftydra 2090 5.9% 00% 290 51%

Total 35704 1000% 4203 1000% 39007 100.0%

MI data based or Duke Eharu cymerekip erase ofp ssels.Totab may eat add up owctlp due to roenitog

çed-oktage hyde haips meat peek demando and lila nOw stump tac1sneioieu ccenimes mum seergithars It prulecea

2008 2007 2008 2000 2010

CoalmMIontosu 46.5 46.8 45.0 36.1 39.6

ON haioe geless 23.0 22.2 18.3 18.1

Natural Gas OnMIon decatherms 33.7 26.8 50.7 14.6

MI data based on DiMe riargis neiorctdp skspngasse

2008 2009 3959

Withdrawn 4000 3.800 3900

Coianueesd 60 74 98

2010 Generation Capacity

00 42.4%

00 26.8%

00 13.0%

00 10.1%

00 2.5%

Coal

Natural Gas/Oil

Nuclear

Conventional

Hydra

Wind/Solar

Excludes Delco Eneegi lictarctial and Duke Etcagi Geneabon Sendcea

Encledes Data EnergiGeisorallul Swus



Emissions From Generation

Emission levels depend on many factors including

generation diversity and efficiency demand for

electricity weather fuel av46abity and prices and

emission controls deplayed Carbon dindde CO2
and nitrogen oxiles NOx emissions axreased

in 2010 over 2009 due to mcreased coal and

natural gas generation which resulted from

kicreased demand for electricity Sulfur dioxide

SO2 emissions decreased due to the addition

of flue gas
desulfurization FGD scrubbers

We have invested approximately $5 billion over

the past
decade to

significantly
reduce

SO5
and

NOx emissions from our coal fleet As result we

have reduced SO emissions by 73 percent and

NOx by 52 percent over the past five years Our

CO emissions have decreased percent over that

same peed largely due to decreased demand for

electricity Our modernization strategy
wifi

help us

further iedace emissions In addition new nuclear

if buit alongwith newwind and solar wl help us

deliver increasingly clean energy

U.S Toxic Release Inventory TRI
Duke Energys IRl-reported releases for 2009 were

down 31 percent from 2008 2010 data will not be

available until July 2011 This reduction was due

to reduced 2009 generation and fuel consumption

and installation of air pollution control devices at

several plants including new FGD scrubbers

TRkeported releases of metal compounds

also decreased from 2008 From 2005 to 2009

TRI-reported releases decreased by over 60 percent

Cut. Diunid CO Emission fflieusaad toes6

Latln America

Total

Total CO Emüsieos lntmssfty toes p.rnetMwe

Lssil lull SO Emission 0oes3

U.S S0EasiasIonsIntsealtp pounds per set MWb

U.S litrosaOxidse lOx EnsOul.. tess

U.S lOx Ensiasiosis Intemly pounds per etMWh

U.S On-Road and Off-Road Vehicle

Fleet Emissions and Fuel Consumed

We have goal
to reduce nitrogen oxides volatile

organic compounds particulate
matterand carbon

monoxide emissions from our on-road and off-road

vehidefleet by 35 percent by 20i2 compared to

2006 From 2006 to 2010 emissions have teen

reduced by approximately 24 percent and we are

on track to meet this goal

2006 Waaeline 2001 2009 2009 2010

IlmnberofyÆlcins 5396 5426 5460 5647 5637

FuCoeaum.d thousand gallons 7800 7887 7569 7294 1.111

NlIre.e Oxides tons 486 497 449 467 414

th.Ospulc Compounds tons 73 66 59 56 41

Partlcalitilatter tons 24 26 24 27 25

Curbs M.nerdd tons 718 629 649 544 417

Total Eialsslees4loss 1301 1218 1181 1094 014

10 INs tablom s.dsstov90 pcnd ci ear velsida toot Oporutlon msdh ptosrur.osthnatadwtwe taa.ugne
curxbut momusoonwilu am notoml1heoewithnato owiisslons atiorawboru necsssm

__y___

EM$1RMftILftAflO

2006 2907 2000 -1009 2010

102300 108500 105000 90800 17890

3000 3100 2100 2500 2300

105300 111600 107700 93.700 19090

0.63 0.66 0.66 0.59 0.00

817700 682300 427700 239800 221260

11.0 8.9 5.8 3.4 3.0

149200 130500 122700 64.800 fl100

2.0 Li 1.7 0.9 1.0

t.0 reported bore elndrlogaaamtioo sd Iota Elleiw kfleioaOual operelloes aod boned uowoamNp otem cd atbig assets

laed ADa reported tism tL lodefcowatlon boxed or owronthr sbmoolmiwrnthgeasotx

us Semaoin Ufrren0ssdnaEmlssens

900

750

2006 2007 200$ 2009 2010

93 and ADa reported from oleddc peeratton toni so ooowsfr stare wiling assots

2005 2006 2003 2001 2009

Ruass.b AIr 80173 75752 59584 39.382 24318

Releases to Water 248 195 224 234 211

RatoassabLand 15.234 14224 15.593 13895 11153

0ff-Site Transfers 17 64 92 118 600

Total 95732 50235 75492 53 630 36790

Data pertain Wfai8wi Date FJom swim opeeatee Iwtiere Dote Ener lo the eupusmible ropertog part Totals map not add up eract

roe lii rousIng
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Accelerated Main Replacement

Program CAMRP
In 2000 the AMRP was launched on Duke Energys

natural gas distribution system in Ohio and Kentucky

to reduce leaks and improve safety performance

and reliabiit The program accelerates replacement

of approximately 1400 mIles of cast iron and bareiiWji1mTbiAMRP

is complete in Kentucky and more than 70 percent

complete
ii Ohio We are on track to meet our target

ofreducingrepaired Ieaksby2Opercentby20l2

compared to 2007 Reducing leaks decreases the

release of natural gas which is mostly methane

greenhouse gas approximately 20 times more potent

than CO

Waste

We have goat to increase the percentage of U.S

solid waste that is recycled from 52 percent in

2008 to 62 percent by 2012 Our nuclear plants also

have goal to reduce by
25

percent
the amount of

law-level radioactive waste Class and they

generate by 2012 compared to the 2002 through

2006
average

of 1552 cubic feet To date we are

eeeding both of these goals

U.S Electricity Consumed

We have
goal

to reduce electricity consump

lion at 13 of our largest commercial buildings by

10 percent by 2012 compared to the 2005 through

2007 average We are on track to meet this goal

Reportable Oil Spills

Oil spills include releases of lubricating
oil from

generating stations leaks from transformers or

damage caused by third parties typically
due to

auto accidents

CCEl.ERATEO MAU REPLACEMENT PROGRAM AI.IPP

2907 .1d$ 6ll $1
Rsl..aluL.aksR.p.lredSlnc.2107 Baseyw 6% 29%1L 14% 20%by2012

11 This differs emwtraIwas etad isstr theta bravsllalnlsknfernnaL

IWAcT
I---

U.S Saud sts
Tels1Geisated tons 40162 39651 36651

Pvc.atRecydad 52% 55% 63%

H.zardsusWastsG.n.rstsdtoau3 438 125

Low.IsvslRWut.ClsssBudC 1464 1420 1303 739 656

G.esrat.dcabicfeeti 58% Isis

than baullne

122 taiale DtdiS Eisa rnbcanSerm hnk Eisa ereifenalanidlarge are-Omepnects isareerlkn.ted based on

volwinàehers oeissan aisf2006-200J

13 earikte data ndavalhablafrr 2X6-2008

IJS.EUCIRICITYCONSUMED

2066-2001 20llIO08 2007-2009 2606-2010

.. ..
EI.clilidIy Cornusipllo 13 of Our Larg.ut 64636 62.607 60.486 58783

Coesmertlid Dulidhip Uaegawatt-honrs
9% lass this

ban

REPORTABLE OIL SPILLS.___
le ooa 2808 .2OlQ

Spills 75 79 66 92 56

GaUons 3300 28900 6600 4700 7400

14 Data for 2656-2165 iscfed 1.5 spllloord Oi Lisa htbanutban.l sp8 dab seiedndadtormnyear

ERVIRUNME1ITAI REGULATORY CITATIONS

2O0 2091 2008 2069
ThtL

Citations 12 12 16 2O 19

Flions/Paultiondollars $8850 $292655OO $141657 $2805525 $15932

15 Indodes fetemutional ned 1.5 federal statu nod iscakstaOs sod fetnnonie

16 These histcdcal vsknssdiffwhvom wiratwas catbj lnotyeorand ridlectlsdidal actions id rairedions thatiso madsatterffne roped

was peliOsliad

Environmental Regulatory Citations

No flne were associated with 14 of the 19

citations in 2010 In addition $2800 of the total

2010 fInes/penalties resulted from resolution of

citations received pricwto
2010 The 2007 total

fines/penalties figure
includes proposed fines of

approximately US$29 milrion assessed by the Brazil

State Environmental Agency of Parana lAP and

approximately US$270000 by the Brazilian Institute

of Environment and Renewable Natural Resources

IBAMA for alleged violations related to teforesta

lion These amounts are higher than what was

reported in 2009 One 2007 lAP fine was increased

in 2011 resulting in the total lAP lines kicreasing to

US$29 million We are contesting
these violations

In addition 2009 total citations and lines/penalties

have increased due to the addition of two interna

tional citations totaling $16235 in fines

coo denides additional coeteotontlnie at sustamUpoitdukeeeera.coei



Duke Energy is committed to providing

affordable reliable and deaner energy

But abcie all else were committed to

safety in our workplaces and in our

communities We measure our annual

safety performance through two measures

Zero employee and contractor fatalities

Total Incident Case Rate 11CR

the number of recordable

Incidents per 100 workers based

on Occupational Safety and Health

Administration criteria

Addressing Contractor Fatalities

Tragically five contractor fatalities

overshadowed year of employee

safety improvements We immediately

investigated each incident and

shared lessons learned to reinforce key

safety messages among employees and

contractors who perform similar work

Additionally throughout the year

management teams thoroughly reviewed

roles processes and procedures to deter

mine exactly where safety improvements

can and should be made And in late

2010 we launched Contractor Safety

Performance Improvement Task Force

team of senior leaders charged with

developing road map to the next level

of safety results

Employee Safety Performance

We eeeded our aggressive employee

TICR target level in 2010 and our final

number Is the lowest in company history

Employee 11CR has improved in each

of the past five years representing

40 percent impovement over our 2006

rate We are on track to meet our goal to

be in the top decile by 2012

The 2010 employee Lost Workday

Case Rate LWCR improved as well The

LWCR is the actual number of lost workday

cases in year per 100 workers lost

workday case Is an occupational injury

or illness that results in one or more days

away from work Compared to 2006

our 2010 employee LWCR represents

34 percent improvement

SAFETY SHARED
RESPONSIBILITY



TALENT MANAGEMENT
FUNDAMENTAL
TO SUSTAINABILITY

Duke Energys future success largely

depends on the quality and skills of our

workforce As veteran employees prepare

for retirement were planning for our future

workforce with skills that align with

evolving business strategies

As the table indicates younger

employees Generation and

Millennials are growing portion of

our workforce from 32 percent In

2009 to 36 percent in 2010

2000 2010

IX 1%

67% 63%

27% 29%

5% 7%

As the Baby Boomers move into

retirement we must continue to attract

high-quality talent and transfor institu

tional knowledge to new generation To

preserve our talent advantage we are

Identifying needs for new skills In

areas like smart grid fleet moderniza

tion and renewable energy as well as

fundamental skills essential to keeping

the lights on for our customers

Forecasting retirements to identify

future talent needs and risk of critical-

knowledge gaps

Developing talent pipeline through

strategic hiring and sourcing programs

such as cooperative and intern positions

Continuing to partner with universities

and technical colleges on energy-

related training

Offering on-the-job training and other

development opportunities including

rotational programs for early-career

professionals

Strengthening supervisory effective

ness with an enhanced curriculum for

first-time supervisors

Using succession planning to identify

and develop talent to fill key leadership

positions

Benchrnarklng regularly to make

sure compensation and benefits are

competitive with similar companies

Better aligning pay with performance

through an improved performance

management process

DEVELOPING DIVERSE AND
INCLUSIVE WORKFORCE

Diversity and inclusion are business priori

ties at Duke Energy Simply put diversity

means we employ people with variety

of characteristics and backgrounds and

inclusion means we value their differences

and similarities Together diversity and

inclusion leverage our individual perspec

tives and experiences to achieve stronger

business results

One measure of our success is the

composition of our worktorce in 2010

we saw slight increase in the percentage

of females in management though our

other demographic metrics remained

constant Although we may be In line

with peer companies were working to

further diversify our workforce
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2001 2001 2001 2000 2010
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IM ACCOUNTABLE

Thny Gilday

Environmental Health and Safety Professional

New Richmond Ohio

Im accountable for the safety of our employees and

contractors at three of Duke Energys coal plants
in Ohio

But really were all accountable for each others safety We think about this
every morning during

our safely briefings
when we talk about safety on the

job
and at home Home

safety is important
if

ourworlrsare safeathome theremuch morellinlyto besafeatwortctoo

We hokl at-day human performanc improvement sessions throughout the year These give usa

chance to react to ieal-iife safety incid eats Nearly every participant has esperienced an aha moment

duringthe training In fact one of ourvendor partners recently bed its own safety professmnal in

response
In one of our sessions The new hire trains the vendors employees on safety issues and

performs safety audits This work will not only benefit our own operations hot other work throughout

our communities Safety is contagious and this partner really gets it

look foiward to the nest phase of our human performance program which will include our front-line

hourly employees and contractors Because even though last years overall safety statistics were

among the best in our companys histoiy we cannot and wI not lower our expectations for the future

Icon denotes addlUonal comtantonRn.at soar.y.rtdolie-eeeroj.cun



In Our Communities

Duke Energy supports educational

programs for women and minorities

throughout the U.S We fund scholarships

student groups and educational-advance

ment programs We also sponsor job

irs and other programs for student and

professional organizatiors that support the

development of minorities and women

Diversity Steering Teams

Duke Energys Diversity Steering

Teams work to improve employee engage

ment and build an inclusive culture

Through dialogue training and local

projects these teams foster an under

standing of differences and similarities

among employees in the departments

they represent

Employee Resource Groups

Employee Resource Groups ERGs
are networks of employees with common

interests or experiences Open to all

employees ERGs aim to support business

needs align with company goals and strat

egies promote understanding and provide

stronger sense of community Employees

organize and manage the groups which

provide educational networking and

WORKFORCE PERFORMANCE METRICS

Duke Ener employees in Plainfield md

2007 2008 2009 2010

Rsasu

Seance package votujiteers 405 210 14 686

Resignations 244 304 238 284

RetjroIleults 218 190 205 197

mphye.swhowerenodthldnothaveaposiDoauothe
12 27

conpany aed elected to teale with sevasce package
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AfivSpecfrthes
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Fernalesaspercentofworkfoce 22.6% 22.6% 22.6% 22.6% 229%

Femalesaspercentormanagement 17.6% 17.2% 15.5% 16.3% 17.2%
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nientoring opportunities as wel as

seminars and conferences fOr members

Our ERGs include

African-American Network

Business Womens Network

Latinos United Cultivating Energy

and Service

Leadership Development Network

Duke Energy also sponsors employee

chapters of Women In Nuclear Young

Generation in Nuclear Toastmasters and

American Association of Blacks in Energy

Best of the Best Company
In 2010 Duke Energy was named

Best of the Best company three

employment magazines Black Equal

Opportunity Employment Journal

Professional Womans Magazine and

Hispanic Network Magazine The publica

tions included Duke Energy in their listin

of top energy oil and utility companies

II1 WEB EXCLUSIVE CONTENT

Former 110 Earns ENERGY STAR

Certification

Safety Seeing is Beeving

The3RsolWodiingSafely

Employee Wetness Programs Focus

on Prevention

Employee Satisfaction Remains High

Putting Sustainable Thinking to Work

Duke
Energy

Brazil Honored

Employees Recognized with James

DukeAwards
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2010 ECONOMIC DEVELOPMENT

GOALS EXCEEDED

Duke Energys business success depends

on the strength of the communities we

serve Our work in economic development

is focused on attractIng investments that

expand economies and create jobs in our

five-state service area

We work dosely with state and local

officials to position competitive energy

costs as key dlfferentiator for companies

looking to locate or expand operations

We also serve in key leadership positions

in local and regional
economic develop

ment organizations This work has become

even more important In light of the weak

economy and Increasing competition

among regions to attract business growth

In 2010 Duke Energys economic

development efforts helped state

regional and local government officials

attract almost $5.8 billion in capital

investments and nearly 14000 new

jobs greatly exceeding our goals These

results reflect new capital investments

and jobs they do not take into account

business closures and Job losses due to

the economic downturn

To read about notable economic

development highlights over the past

year see the rest of this article in the

Strong Communities section of our

online Sustainability Report

CONTRIBUTING

TO OUR COMMUNITIES

An important way we strengthen our

communities is through our financial

support Charitable giving from The Duke

Energy Foundation and the company

along with employee and retiree donations

and the value of their volunteer time

totaled almost $29 million in 2010

This is in line with our annual giving
in

recent years and on par with Industry

benchmarks
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Through cerporate and regional

contributions councils The Duke Energy

Foundation awarded grants based on the

needs of the community and in alignment

with our areas of focus

Community vitality 63 percent

$8.7 million

Economic development including

educational initiatives 28 percent

$3.9 million

Environment and energy efficiency

percent $1.2 million

Another $2 million was given by The

Duke Energy Foundation to fund matching

gifts and volunteer grants for employees

and retirees in 2010

In addition to charitable giving of

nearly $29 million in 2010 Duke Energy

invested almost $4.7 milbon In our

communities to support regulatory agree

ments and other business initiatives

For instance Duke Energy Carolinas

continued to share its bulk power

marketing BPM profits by providing

over $1.7 million toward education and

$1.5 million for low-income energy

assistance programs BPM profits come

from off-system sales of power on the

open market

Low-income energy assistance

programs in Indiana Helping Hand

Kentucky WinterCare and Ohio

HeatShare received $747000 from

Duke Energy and almost $262000 from

employee and customer contributions

Similar programs in the Carolinas like

Share the Warmth Cooling Assistance and

Fan Relief are funded from variety of

sources including customer and employee

contributions ihich totaled nearly

$592000 in 2010

As part of the Catawba-Wateree

Comprehensive Rehcensing Agreement

in the Carolinas we invesd approxi

mately $710000 to improve water use

and management and to enhance aquatic

habitat and fish populations
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EMPLOYEES AND RETIREES

MAKE DIFFERENCE

Volunteerism isa tradition at Duke Energy

and one that our employees and retirees

embrace To support their efforts Duke

Energy created Volunteers In Action an

online database where employees can

submit seardi and sign up for volunteer

opportunities across our service territories

We also provide financial support

for our employees volunteer efforts

including grants for sweat equity

projects completed by employees and

board leadership grants for employees and

retirees who serve on the boards of direc

tors of qualifying organizations In 2010

we estimate that approximately 5100

volunteers spent 215000 hours partici

pating in 600 projects in more than 160

U.S communities

At the heart of Volunteers In Action

is the annual Global Service Event GSE
companywide grassroots campaign to

make concerted impact on the commu
nities we serve Employees and retirees

identify needs in the community organize

projects recruit volunteers and provide

project leadership

During the 2010 GSE event we

estimate that approximately 3000 Duke

Energy employees retirees and their

family members and friends participated In

almost 350 community projects between

May and June Their efforts assisted more

than 260 charitable organizations

PROMOTING SUSTAINABLE

ENERGY IN THE DEVELOPING
WORLD

Duke Energy is member of e8 Ij
worldwide organization of electric utilities

founded in 1992 to promote sustain

able energy development in the worlds

emerging nations

The 10 members of e8 are among

the largest electricity companies in the

world representing Brazil Canada France

Germany Italy Japan Russia and the U.S

The e8 companies develop projects

that bring clean energy to some of the

billion people around the world who in

2011 still have no access to electricity

The member companies also develop

training programs to ensure that dean

energy projects eventually can be turned

over to and managed by citizens of the

targeted regions

In 2010 Duke Energy assumed

leadership of the organizations graduate

scholarship program and invested ir two

projects the construction of combined

wind energy and water desalinization

facility
in Tunisia and training program

for energy and finance ministers In Latin

America focused on improving enelgy

investment opportunities in their countries

BRINGING SAFE ELECTRICITY

TO RURAL AREA IN PERU

Duke Energy International invested more

than $165000 in electricity infrastructure

to support 120 famIlies in the La Ramada

Aita community near the companys

Carhauquero hydroelectric power plant

in Peru

What little energy the community

had been receiving was through illegal

connections that posed serious safety

risks This project
benefits the comrriunity

by providing safe and reliable electricity

improving the quality of life and offering

programs to promote energy awareness

and safety

WEB EXCLUSIVE CONTENT

Strategy to Attract Data Centers Paying Off

Site Readiness Program Expands to Ohio

and Kentucky

Duke Energy among Top 10 Ublities for

Economic Development

Enabling Communities to Become More

Sustainable

Working with Tribal Leaders to Site

ElecthcalTwStaon

JOB TRAINING PROGRAM
PASSES $10 MILLION MARK

Duke Energys grant program to improve

job training in the Carolinas reached key

milestone in 2010 The Community and

Technical College Grant program has

now awarded over $10 million to support

more than 50 separate training initiatives

at North Carolinas community colleges

Created in 2004 the grant program

Is way for Duke Energy to share its bulk

power marketing profits
with communities

in our North Carolina service area More

than 5000 workers have receed

training offered through the Duke Energy-

funded programs at 21 community

colleges And more than 900 new jobs

have been created as result of better

trained workforce In South Carolina

similar program called AdvanceSC

has provided more than $15 million

in education grants to high schools

and colleges

Innovative partnerships like this

between education systems major

employers and our company demon

strate the real and tangible work that is

taking place to re-energize economies

in the regions we serve

Chaflenging 142 Students to be

Energy Efficient

Can You Meet Tomorrews Energy

Challenge

Helping low-income Famufles
Improve

Water Quality

Duke Energy International Building Homes

for Famies in Need

DUKE ENERGY CORPORATION 201012011 SUSTAINABILITY REPORT



FINANCIAL PERFORMANCE
STRONG IN 2010

Financially we exceeded our own expecta

tions in 2010 Weather was major factor

as extreme temperatures in both winter

and summer increased demand for energy

But remMng weathers effects we would

still have had strong year due to solid

operational performance careful control of

costs and the impacts of rate Increases

We posted year-end adjusted diluted

earnings per share of $143 17 percent

increase over our 2009 results of $1.22

Our total shareholder return TSR
the change in stock price plus dividends

was 9.5 percent for 2010 once again

exceeding our peers as measured by the

Philadelphia Utilities Index TSR for the

index of 20 electric utility companies

including Duke Energy was 5.7 percent

in 2010 Duke Energy has seen cumula

tive TSR of 4.7 percent over the past three

years while the utility
index TSR has been

negative 15.4 percent Over five years

our cumulative returns have been 44.2

percent compared to 20.9 percent for

the
utility index

Were seeing positive signs of slow

but steady economic recovery In our

regulated service territories excluding

weather impacts customer demand grew

by nearly percent in 2010 over 2009

This increase was principally driven by

percent increase in sales to our

industrial customers

We held operations and maintenance

expenses basically flat from 2007 through

2009 Increases in 2010 were primarily

due to extreme temperatures

We mitigated the financial impacts of

customers switching suppliers in Ohio

where Duke Energy Retail our competitive

retail energy provide was able to capture

some of our lost margins

For the 84th consecutive year Duke

Energy paid quarterly cash dMdend

on our common stock in 2010 We also

increased the
quarterly

dividend by half-

cent per share and we are committed to

continuing to grow the dividend

We continued our focus on maintaining

the strength of the balance sheet During

2010 we issued $1.4 billion of fixed-rate



debt at weighted-average rate of 3.8

percent and an average maturity of approx

imately eight years Financing during this

period of historically low interest rates

helps us mitigate customer rate impacts

INDIANA HIRING ISSUE

Duke Energys reputation was challenged

In 2010 after the company hired

regulatory attorney from the Indiana Utility

Regulatory Commission IURC
When public concerns were raised due

to the employees recent involvement in

regulatory decisions involving Duke Energy

our management took immediate action

Duke Energy has fully cooperated

with the Indiana Inspector Generals

investigation
and with the IURCs review

of cases over which the attorney had

presided The company also promptly

initiated internal and independent

investigations
of the matter

After careful consideration the

emplcee was dismissed from the

company along with Duke Energys state

president for Indiana The head of our

regulated operations later resigned when

inappropriate emalls with state regulators

also became public

The company has changed its hiring

practIces to avoid similar situations in the

future All job applications now include

pre-screening questions about candi

dates previous responsibilities that might

have involved Duke Energys interests

And before we post job with regulatory

or oversight responsibilities the hiring

manager is consulted to determine the

potential for conflicts of interest If the

potential is high we apply greater level

of scrutiny throughout the hiring process

We are working diligently to rebuild

trust with stakeholders in Indiana

SUPPLY CHAIN SUSTAINABILITY

Duke Energy continues to collaborate with

suppliers on sustainability both individu

ally and through the efforts of the Electric

Utility Industry Sustainable Supply Chain

Alliance which we helped found

in 2008

In 2010 consistent with Alliance best

practices we strengthened our process

for taking environmental performance

into account in the awarding of large

contracts Suppliers answers to more

than 20 questions about compliance

environmental management systems

greenhouse gas GHG emissions energy

water waste and other topics now help

inform our buying decisions

Also in 2010 we completed an inven

tory
of energy use throughout our own

supply chain operations This baseline

inventory was part
of an Alliance initiative

to reduce members GHG emissions and

to encourage suppliers to do so as well In

aggregate Alliance members are targeting

10 percent reduction in the energy use

of their supply chain operations by 2015

from 2008 baseline

The Alliance is also developing best

practices to reduce the environmental

impacts of significant categDries of

products such as poles transformers

and wire and cable Duke Energy is

already implementing best practices

such as shipping poles directly to job sites

to reduce fuel consumption and emissions

We also buy significant portion of our

wire and cable In reel-Iess bundles that

we place on reusable steel spools mounted

on our trucks This avoids the use of large

heavy wooden reels which have limited

Since 2006 Duke Energy has clearly

established our expectations of vendors

with on Supplier Code of Conduct

We expect our suppliers to conduct their

business with the same regard for the

environment human rights safety and

quality that we expect of ourselves

POLITICAL INVOLVEMENT

By participating
in the political process

we ensure the voices of our company

customers shareholders and other stake-

holders are heard in the public arena

Legislative and regulatory strokes of

the pen pose some of the greatest risks to

our business Our lobbyists study proposed

bills and regulations consult with technical

and financial specialists and provide infor

mation to lawmakers so they can make

informed decisions

In 2010 we spent nearly $7 million

on reportable lobbying expenses at the

federal and state levels to promote sound

energy policy Included in this amount

Is approximately $630000 of our 2010

federal trade association dues that were

used for lobbying

______ WEB EXCIUSI YE CONTENT

CrisisManagementintheAgeof ii

Social Media

PayingOurFairShareoflaxes

Protecting the Dividend Tax Rate

Local and Regional
Banks Invest in

DukeEnergy

CEO Reccgni20d
for Influence in

Corporate Governance

DiverseSulierSpendinglncreases

Slightly

StakeholderExpectationsand

Fullllknents

Partnerships and Memberships
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We also give to 527 organizations

groups that advocate for issues and

mobilize voters but do not directly support

or oppose candidates In 2010 we conthb

uted $550000 to 527 organizations

Duke Energy is
legally prohibited from

contributing directly to
political

candidates

for elective federal offices in the United

States and it is similarly prohibited from

making such contributions in certain

states in 2010 we contributed $68000

in the states where such contributions

are allowed

Duke Energy did not provide funding

for any electioneering communication

or independent expenditure during

2010 These types of funding are used for

pre-election communications that refer to

specific
candidates

Our Political Activity Policy guides

our corporate involvement and supports

individual participation in the political

process

Employee Participation

Many of our employees are politically

active through DUKEPAC and Voices

in Politics

voluntary nonpartisan political

action committee DUKEPAC encourages

employee participation in the political

process and makes contributions to

qualified candidates for public office Any

DUKEPAC member may suggest political

candidates for consideration by the board

of trustees which is made up of company

employees Through DUKEPAC our

employees contributed almost $824000

to state and federal candidates and

political organizations in 2010

Duke Energy pays the administrative

costs of operating DLJKEPAC as allowed

by law All employee contributions go to

the candidates and political organizations

Voices in Politics VIP Duke Energys

grassroots education and advocacy

network briefs employees on political

issues and encourages them to actively
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support or oppose legIslation that could

have major impact on the company

In addition the VIP website provides

information on voter registration and

contacting legislators

---RESPONSIB USE OF
GOVERNMENT STIMULUS FUNDS

Duke Energy is putting federal stimulus

funds to work to modernize its electric

grid and help revitalize the economy

In May 2010 we reached an agree

ment with the Department of Energy

DOE to accept $204 million in digital id
stimulus funds These awards will enable

us to move forward with modernizing our

power delivery system in the five states

we serve

We feel strongly that our grid modern

ization efforts support the job creation

economic stimulus and energy infra

structure objectives of the American

Reinvestment and Recovery Act and the

Smart Grid Investment Grant Program

Over the course of our smart grid program

we expect to put more than 1000 people

to work as we deploy digital
technolo

gies in the Carolinas Ohio Kentucky

and Indiana

By the end of 2010 we had invested

approximately $38 million of the stimulus

funds awarded by the DOE for
grid

modernization and created about 130

new jobs This does not include jobs that

are created indirectly by the ripple effects

of our investment in local economies

The DOE has also awarded Duke

Energy $3.5 million for workforce

development and training Currently we

are developing training plans and programs

to equip existing and new employees to

support our grid modernization efforts

Duke Energy plans to spend up to

$1 billion to deploy smart grid tethnology

in our five service areas

For more infoimation on our smart god

rollout see the Innovative Products and

Services section of this report

GLOBAL REPORTING INITIATIVE

The Global Reporting Initiative GRI is

an Internationally accepted framework of

economic environmental and social perfor

mance Indicators We provide detailed

response to the CR1 indicators fI on our

webslte Below we provide summary

index to the CR1 indicators With this report

and our online information we believe we

meet GRI Guidelines Application Level

Standard Disclosures pages 2-89
Economic Indicators pages 5-8

36-37 39-40

Environmental Indicators

pages 21-31

Product Responsibility Indicators

pages 2-8 14-20

Labor Practices and Decent Work

Indicators pages 32-35

Human Rights Indicators Please see

our index at httpJ/www.duke-energy

comustaEnability/human-rights

indicators asp

Society Indicators pages 36-38

40-42

ABOUT OUR DATA

This report contains the best data available

at lime of publication Environmental and

social data can be challenging to measure

accurately We correct and report errors

in prior-year data where found We work

to continually improve our data measure

ment gethering and reporting processes

to increase the integrity
of information

presented
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INDEPENDENT REVIEW
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standing concerns like nuclear safety Provide mare sophisticated and

and ethical conduct as welt as new ln-deptfrdlscusslon of supply chain

issues like cyber Secunty for smart sqstalnablllty mIca opportunities

grids and sIiolderpreocctupa and activitlet WhaLdoes Duke

torts about new renewable energy EnerWs supply chain Jook like
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