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Dear Mr. Maltz:

This is in response to your letter dated December 30, 2011 concerning the
shareholder proposal submitted to Duke Energy by the New York State Common
Retirement Fund. We have also received a letter on the proponent’s behalf dated
February 8, 2012. Copies of all of the correspondence on which this response is based
will be made available on our website at http://www.sec.gov/divisions/corpfin/cf-
noaction/14a-8.shtml. For your reference, a brief discussion of the Division’s informal
procedures regarding sharcholder proposals is also available at the same website address.

Sincerely,

Ted Yu
.Senior Special Counsel

Enclosure

cc: Sanford J. Lewis
sanfordlewis@strategiccounsel.net



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 a 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-8(i)(10). Based on the information you have presented, it
appears that Duke Energy’s 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 if Duke Energy omits the proposal
from its proxy materials in reliance on rule 14a-8(i}(10). 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 believes that its responsibility with respect to
matters arising under Rule 14a-8 {17 CFR 240.14a-8], 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 a particular matter to_
recommend enforcement action to the Commission. In connection with a shareholder proposal
* under Rule 14a-8, the Division’s.staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or-the proponent’s representative.

‘ Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information conceming 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 rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to -
Rule 14a-8(j) submissions reflect only informal views. The dﬂerminationsreached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
- to include shareholder. proposals in its proxy materials. Accordingly a discretionary
. determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a-company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
material.



 SANFORD J. LEWIS, ATTORNEY

February 8, 2012
Via Electronic Mail

Office of Chief Counsel

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F 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 P. DiNapoli, on behalf of the
New York State Common Retirement Fund (the “Proponent”) has submitted a sharcholder
Proposal (the “Proposal”) to Duke Energy (the “Company”). I have been asked by the Proponent
to respond to the No Action request letter dated December 30, 2011, sent to the Securities and
Exchange Commission by David S. Maitz. In that letter, the Company contends that the Proposal
may be excluded from its 2012 proxy statement by virtue of Rules 14a-8(i)(7) orl4a-8(i)(10).

I 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 Company’s 2012 proxy materials and that it is not excludable by virtue of those rules.

A copy of this letter is being e-mailed concurrently to David S. Maltz, Duke Energy.

THE PROPOSAL
The resolved clause of the Proposal states:

Shareholders request that a 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 1, 2012
on its plans to achieve this goal. Such a report may omit proprietary information and be
prepared at reasonable cost.

The full Proposal is included as Appendix 1 of this letter.

PO Box 231 Ambherst, MA 01004—0231 . ;anfordlewis@slrategiccounsel.net
413 549-7333 ph. « 781 207-7895 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 impermissibly 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 Company’s 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-8(i)(7) do not apply.

A similar proposal at the Company was found to not intrude on ordinary business in Duke
Energy Corp. (February 13, 2001). 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
12, 2007) requesting that the company's board adopt a 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 Group, Inc. (January 19, 2001) requiring the
company to invest resources to build new electrical generation from solar and wind power
sources (found not to violate Rule 14a-8(i)(7) but required to be recast as a precatory proposal);
Exxon Mobil Corp. (March 23, 2000) requesting that the company adopt a policy to promote
renewable energy sources, develop plans to help bring bioenergy and other renewable energy
sources into the company's energy mix and advise shareholders regularly on these efforts;
General Electric Co. (January 26, 1983) requesting that the company's 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 a 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-8(i)(10) 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.

’s activities fail to meet the essential guidelines and of the Pro
A 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:

1. Establishing a committee of independent directors of the Board;
2. To assess actions the Company is takmg or could take to build shareholder value and
: ' as 2 emissions by providing comprehensive energy
efﬁcnency and renewable energy programs to its customers; and
3. That the Company report to shareholders by September 2012 on its plans to achieve
this goal.

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 a Committee of Independent
Directors. Secondly, it ignores the need for an assessment of the activities of the Company with a
goal towards a 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 sustainability report, it neither established a committee
of independent directors, nor assessed the potential for a 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 Company’s 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 30, 2011 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 Company’s reporting fails to analyze the potential role of energy efficiency and
renewable d meeti eenhouse d air emission

The supporting statement of the Proposal focuses substantially on the issue of reducing air
pollution through energy efficiency and renewable energy strategies. Yet, the Company’s -
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



Duke Energy Proposal Regarding Comprehensive Energy Efficiency and Renewable Energy
Proponent’s Response — February 8, 2012
Page 4

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 sustainability report mentions that Duke will not meet its CO,
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 [it] substantially closer” to its goal.!

Duke does not even identify energy efficiency in its comparison of attributes of fossil, nuclear,
and renewable generation technologies.? 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 a 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
Company’s air pollution reduction or other goals.

The Company’s en efficie d renewable en ro a far from

comprehensive. Benchmarked against other companies, they are subpar.
The documents Duke references provide anecdotal descriptions of pilot programs on energy

efficiency. However, the lack of comprehensiveness of Duke Energy’s 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.* Many utilities are reporting current
energy use reductions through efficiency in excess of Duke’s goals.’ A 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 2.

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.® 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. Similar to the case of energy efficiency, the

! Duke Energy, “Delivering Today. Investing for Our Future. 2010/2011 Sustainability Report.”

21d.at24.

*1d.

* This percentage is derived from the Duke’s energy efficiency goal listed on page 12 of its 2010/2011 sustainability
report and its 2010 electric generation figures listed on page 29.

3 Jones, 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 a comprehensive suite of energy
efficiency and renewable energy. At a minimum, Duke would describe 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 a 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 not 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 a 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-8(i)(7) or 14a-8(i)(10).
Therefore, we request the Staff to inform the Company that the SEC proxy rules require denial of
the Company’s 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 Quesﬁons or if the Staff wishes any further
information.

Sincerely,

B L

Sanford Lewis

Attorney at Law

cc:  Patrick Doherty and Jenika Conboy, Office of Comptroller, NY State
David S. Maltz, Duke Energy
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Appendix 1
The Proposal
Expansion of Energy Efficiency and Renewable Energy
WHEREAS: |

In May 2011, a 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 October 2009, a National Academy of Sciences report stated that the burning of coal to
generate electricity in the U.S. causes about $62 billion a year in "hidden costs" for
environmental damage, not including the costs for damage associated with GHG emissions.

In a 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, 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 (TVA) has announced plans to, over the next five years, idle
1000 MW of coal generating capacity and add 1000 MW of 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 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.”
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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 a 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 1, 2012, on its plans to
achieve this goal. Such a report may omit proprietary information and be prepared at reasonable
cost.
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Appendix 2
Benchmark of Duke Energy Subsidiary Efficiency Programs
Against Other Utilities

Source:
Jones, Brian, et.al. “Benchmarking Electric Utility Energy
Efficiency Portfolios in the U.S.,” CERES. November 2011.
http://www.ceres.org/resources/reports/benchmarking-electric-utilities-2011
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David S. Meitz
Vice President, Legal and
Duke Energy
550 S. Tryon Street
Charlotte, NC 268202
Mailing Address:
DEC45A / P.O. Box 1321

_ Chariotto, NC2B201

980-373-5201 fax
david. maltz@duke-energy.com

December 30, 2011

VIA E-MAIL

Office of Chief Counsel

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F Street, N.E.

~ Washington, DC 20549

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

Dear Sir or Madam:

Pursuant to Rule 14a-8(j)(1) 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 Commission will 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™) a proposal (the “Proposal™) submitted by the
Comptrolier of the State of New York as sole Trustee of the New York State Common
Retirement Fund (the “Proponent™). A copy of this proposal is attached as Exhibit A.

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-8(j). A 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 Company’s intention to omit the Proposal from the 2012

436252

704-362-3477 phone
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Proxy Materials. This letter is being submitted not less than 80 days before the filing of the
Company’s 2012 Proxy Materials which the Company intends to file on or around March 22,
2012.

The Proposal requests that “a 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 Company believes that the Proposal may be properly omitted from its Proxy Matenals for

- the 2012 Annua} Meeting pursuant to. Rule. 14a-8(i¥7) and Riilé 14a-8()(10):- The Proposal may =~

be excluded pursuant to Rule 14a-8(i)(7) because the requested report deals with the ordinary
business of the Company. Further, the Proposal may be excluded pursuant to Rule 14a-8(i)(10)
because it has already been substantially implemented by the Company. References in this letter
to Rule 14a-8(i)(7) and 14a-8(i)(10) shall also include its predecessor rules, Rule 14a-8(c)X7) and
14a-8(c)(10).

DISCUSSION

1. The Company may omit the Proposal pursuant to Rule 14a-8(i)}(7) because it deals
with a matter relating to the Company’s ordinary business operations.

Rule 14a-8(i)7) permits the omission of a shareholder proposal that deals with a matter relating
to the ordinary business of a company. The core basis for exclusion under Rule 14a-8(i)(7) is to
protect the authority of a company’s 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 Commission and Staff precedent, a shareholder proposal is considered “ordinary
business” when it relates to matters that are so fundamental to management’s ability to run a
company on a day-to-day basis that, as a practical matter, they are not appropriate for
shareholder oversight. See /998 Release. The Staff has also given guidance as to when a
proposal requesting the preparation of a report is excludable under 14a-8(i)7), stating that a
proposal requesting a report may be excludable “if the subject matter of the special report . . .
involves a matter of ordinary business.” See Exchange Act Release No.34- 20091 (Aug. 16,
1982); PepsiCo (avail. Mar. 3, 2011).

The Staff has concurred on numerous occasions that a proposal may be excluded under Rule
14a-8(i)(7) if it requests a report on issues applicable to the Company's ordinary business. See
Best Buy Co. (avail. Mar. 21, 2008) (concurring that a proposal requesting a report on sustainable
.paper purchasing policies could be excluded); see also Wai-Mart Stores, Inc. (avail. Mar. 24,
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2006) (concurring that a proposal seeking a report on the company’s 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 Company’s
ordinary business operations such as the means by which the Company generates power for its
customers.

The Proposal also seeks to micro-manage the decisions of the Board of Directors

““management. In seeking information about renewable energy sources and air and greenhouse
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 a 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.

2. The Company may omit the Proposal pursuant to Rule 14a-8(i)(10) because
the Company has substantially implemented the Proposal.

Rule 14a-8(i)(10) permits the exclusion of a proposal that the Company has substantially
implemented already. Because the Company has provided detailed information 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 Commission has previously stated that Rule 14a-8(i)(10) 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 7, 1976). The Staff has
also stated that a proposal which requests a report can be considered substantially implemented
when the company has issued a report that addresses the essential objectives of the proposal. See
Exxxon Mobil Corporation (avail. Mar. 18, 2004) (concurring that the issuer had substantially
implemented a 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 Company’s 2010/2011 Sustainability Report (the “Sustainability Report™), which is
available to the public on the Company’s website and attached hereto as Exhibit B. 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 a state by
state breakdown of the implementation of the Company’s 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 Company’s 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 Company’s wind and solar portfolio and the Company’s plans to
increase that portfolio in the future. Finally, pages 21-33 of the Sustainability Report provide
data on the Company’s air, water, and greenhouse gas emissions and discuss the Company’s
plans and actions to reduce those emissions, including through use of nuclear energy, natural gas, .
~gidby Butlding tiewer, cléanet coal piants, ‘This extremely detailed information already
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 a proposal requesting a 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 Company’s Proxy Materials

" pursuant to 14a-8(i)(10).

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 Company's
position, we would appreciate an opportunity to confer with the Staff concerning this matter
prior to the issuance of a response. In such case, or if you have any questions or desnre any
further mformatxon, please contact the undersigned at (704) 382-3477.

Very truly yours,

David S. Maltz

CC: Marc E. Manly, Group Executive, Chief Legal Officer and Corporate Secretary
Patrick Doherty



EXHIBIT A

See attached.

o,



‘THOMAS P. DINAPOLI PENSION INVESTMENTS

STATE COMPTROLLER & CASH MANAGEMENT
; 633 Third Avenue-31* Floor
New York, NY 10017
STATE OF NEW YORK Tel: (212) 681-4489
OFFICE OF THE STATE COMmOLLER Fax: (212) 681-4468

‘November 16, 2011

Mr.Marc Manly
Group Execuitive, Chief Legal Officer
& Corporate Secretary

Duke Energy

P.O.Bor ¥

Char' . thCarolina 28201-1006

The omptrolier of the State of New York, The Honorable Thomas P. DiNapoli, is the
sole Trustee of th= “ew York State Common Retirement Fund (the “Fund”) and the

~ "ministrati - :f the New-York State and Local Employees® Retirement System and
"V ‘Jice and Fire Retirement System. The Comptroller has authorized
mei. .. ukel -rgy of his intention to offer the enclosed shareholder proposal for

consideration « f stockholders at the next annual meeting.

I submit the enclosed proposal to you in accordance with rule 14a-8 of the Securities
Exchange Act of 1934 and ask that it be included in your proxy statement.

A letter from J.P. Morgan Chase, the Fund’s custodial bank, verifying the Fund’s
ownership, continually for over a year, of Duke Energy shares, will follow. The Fund
intends to continue to hold at least $2,000 worth of these securities through the date of

the annual mecting.

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 (212) 681-
4823 should you have any further questions on this matter. :

Very L yum, _ '
:;’:?;i{l;ﬁy RECE’VED
En;:losures NOV 18 0

MARCE, MAN|
CHIEF LEGAL OFHLEER



Expansion of Energy Efficiency and Renewable Energy
WHEREAS:

In May 2011, a 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.”

AT YT

~ I October 2009, & National Acadetty of Scicnces report sated that the burming of coal fo.

generate electricity in the U.S. causes about $62 billion a year in "hidden costs" for
environmental damage, not including the damage associated with GHG emissions.

In a 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 thanany
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 Xce! 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 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 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 a 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 1, 2012 on its plans to achieve this goal. Such a report may
omit proprietary information and be prepared at reasonable cost.

TR RTE . e e e S o e A



EXHIBIT B

See attached.
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£ Roberta Bowman was named Duke Eriergy’s

first chief sustainability officer five years ago.
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LETTER FROM THE CHAIRMAN

Dear Stakeholders: This year marks a major

milestone in our journey as a sustainable

company. It's 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 a good time to
reflect on our progress. It comes at an
important point in time — as Duke Energy
prepares to merge with Progress Energy,
and our industry continues to navigate

the challenges of economic recovery and
environmental constraints.

Our commitment to sustainability 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 decislons and results.

Our direction was affirned in 2010,
when Duke Energy earned a place on the
Dow Jones Sustainability World Index. (3
Only 15 electric utilities worldwide were
named to the elite World index. We were
also named to the North American DJSI
for the fifth year in a row.

On the facing page, Roberta Bowman,
Duke Energy’s chief sustainability officer,
discusses our sustainability jouney over
the past five years. {ll review where we
are today, and what lies ahead.

DELIVERING TODAY.
INVESTING FOR OUR FUTURE.

This Sustainability Report shares a
common theme with our Annual Report:
“Delivering 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
a sustainable future.

In a nutshell, sustainability is all
about innovation and accountability.

it means the relentiess pursuit of
productivity gains in the generation,
delivery and use of energy.

It means engaging our employees,
and unlocking their ideas.

|t 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 A JOBLESS RECOVERY

Duke Energy curmrently 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 a new buikling
cycle — replacing aging energy facilities,
improving productivity and efficiency,
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 supply the
fuel and turbines for new power plants,
fibergiass for windmills, photovoltaic
cells for solar panels (8, batteries for
electric vehicles and the infrastructure

Jim Rogers,
Chalrman, President and Chief Executive Officer

for a smart grid — all providing good

jobs. A 2009 study 3 by the Political
Economy Research institute estimates that
a $1 billion investment in energy-related
infrastructure can create from approxi-
mately 15,000 to more than 20,000 jobs.

A TECHNOLOGY COMPANY
DISGUISED AS A UTILITY

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 a life-changing — and economy-
changing — transformation.

The 21st century electric company is a
technology company disguised as a 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 a smart grid, will create
the foundation for a low-carbon future. A
switch to electric vehicles will drive entire
new industries and new jobs. A trend
toward more efficlent 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 highlights:

PROMOTING ENERGY EFFICIENCY

One way we are improving productivity
and holding down costs is by promoting
energy efficiency.

Icon denotes additional content onfine at sustainabiityreport. duks-energy.com



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 savings are measured and verified by
a 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 filed for
a similar framework in Kentucky, we do

have conservation programs in place.

" AYEr W TeCelved preliminary approval T

in Indiana, the state’s utility commission
ordered all utilities to offer a 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 commission's approval.

Our efficiency programs are aiready
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 fight 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/
private 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 a 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 a
major upgrade. That's where smart
grid technology comes in.

Moving from analog to digital
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
and save money — in a way that works
best for them.

Since 2008, we have installed
approximately 140,000 “smart” electric
meters and nearly 100,000 digital gas
meters for customers in Ohio. We have
also installed thousands of digital meters in
the Carolinas, mostly in the Charlotte area.

'MAKING ERERGY CLEANER™ ~ ~

Weather extremes in 2010 tested

we will produce energy more efficiently,
retire older, less-efficlent plants, and
reduce our carbon footprint — for good.

Nuclear power
As | write this letter, we continue to
monitor the disasters in Japan — an
unprecedented earthquake, a 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

" Have Tong recognized that a problemat ™ "

one nuciear unit can affect us all. And,
while it will take time to better understand
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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 a cleaner energy future.

As | mentioned earlier, the power
industry’s 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 a 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 fieet now,
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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 a new company record
for capacity factor (& — approximately
95.9 percent — which translates into
lower costs and cleaner power for our
customers.

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 o bum it more cleanly.

We have invested approximately $5
billion over the last decade to significantly
reduce SO, and NOx emissions. Over the



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 world's 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 engineerlng.
.. procurement-and-eonstruction.-

But Edwardsport has not been wﬂhout

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 a proposal
with the Indiana Utility Regulatory
Commission to cap Edwardsport construc-
tion costs to be passed on to customers
at $2.72 biflion plus financing costs, and
to lower the overall customer rate increase
related to the project.

We expect a decision from the
commission in 2011 regarding the cost
increase and the cost-cap proposal.

Our reputation was tested in 2010
with a controversy over the hiring of
a former iIndiana 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 00k
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 rebuiid
the trust of our Indlana stakeholders.

in North Carolina, the modernization
of our Cliffside coal plant is on schedule for
compiletion in 2012. A new, highly efficient
unit will replace 1,000 megawatts of oider
coal-fired generation, including four units
at Cliffside. Emission control systems
will remove 99 percent of sulfur dioxide
ernissions, 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 iower 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
goon linein late 2012,

Renewable energy

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

8 megawatts of electricity — enough to
serve about 1,300 homes. In addition,
we purchase solar power from third
parties, like the SunEdison solar farm in
Davidson County, N.C., 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-
ingly important role in meeting North
Carolina’s 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 adaoption of
plug-in electric vehicles.

Duke Energy is a board member
of the Electric Drive Transportation
Association and heiped launch
www.GoElectricDrive.com &% in 2010.
The association’s 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.
We're also “greening” 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

*inteliectual-property®-behind scaling new - - -~ -

technologies. That’s 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 leam to
better serve our customers with affordable,
reliable and increasingly clean electricity.

In 2010, we signed an agreement with
BYD, a 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, we've partnered with
ENN Group, one of China’s 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, China’s largest
power generator.

MAINTAINING .
FINANCIAL STRENGTH

Our financial resuits in 2010 exceeded
expectations. Extreme 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 sharehoider 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 industry’s strongest
balance sheets during the economic

loon denotes additional content onfine at sustainabilityreport ditke-snergy.com
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recession. That has aliowed 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 fieet met high energy demand
with excellent commercial avallability
of approximately 88.7 percent in 2010.
Our nonregulated Midwest generation
fleet also experienced superior operational
resuits, with commercial availabllity of
89.7 percent.

T YouwW Tind Tiore detal on our inancial |

and operating performance in our 2010
Annual Report and Form 10-K. {8

WORKING TOGETHER

If 've learned anything as a utility CEO

for more than 20 years, it's that we can't
g0 it alone. As a company, we cannot be
sustainable unless we continue to engage
all of our stakehoiders — communities,
customers, employees, investors, partners,
NGOs (nongovernmental organizations),
suppliers, regulators and policymakers.

Engaging our workforce

We achieve business success by
tapping the diversity and talents of our
employees. In 2010, we harvested a
number of exciting innovations from
employee-driven sustainability projects.
Throughout this report, you'll find
examples of employees who are account-
able in varlous ways for helping us do
business in a 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 by 40 percent since 2006.

But no degree of success is good
enough unless every one of our workers
goes home 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 a
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 Energy's economic
development team helped state, regional
and local government officials attract
almost $5.8 billion in capital investments

and nearly 14,000 new jobs to our five
ST BTG, =~ e

Charlotte, our headquarters city,
is reinventing itself as a hub of energy
innovation. (&8 The 16-county Charlotte-
region now has more than 240 energy-
related companies employing about
27,000 workers.

Participating in public policy

It's been a challenge to lead a
company through an era of regulatory
uncertainty related to climate change and
other energy policy issues. It's like playing
a high-stakes game with no rules — and
you don't find out until the end if you've
won or lost.

Having spent a great deal of time and
energy advocating for fair climate legisla-
tion, I've been disappointed that Congress
hasn't passed a bill. Our country needs a
sound, clear and consistent energy policy.
As an industry, we need to know the
rules on carbon emissions, new nuclear
development and a host of other issues
that affect the investments we make for
the future.

| applaud President Obama’s call
earlier this year for a review of federal
regulations to avoid excessive, inconsis-
tent and redundant rules, and promote
economic growth. With a 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 Jan. 10, 2011, we announced
that Duke Energy would be merging
with Progress Energy [, based in
Raleigh, N.C.

Duke and Progress share a common
view of the future. We've both been
working to improve energy efficlency
and develop renewable energy, and to
keep nuclear power a viable option. Both
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companies have spent billions modernizing
our plants and making them cleaner for our
customers. For years, we've shared work
crews and equipment in the aftermath of
major storms. We've also worked side-by-
side at the policy ievel 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 modernize our operations while
holding down costs for our customers.

* Ared; we ' wiit have the humitity and-agitity

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 compieted, | will
become the executive chairman of Duke
Energy, and Bill Johnson, the current CEO
of Progress Energy, will become our CEQ.

| assure you that sustainability will
continue to be a 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,
you'll read more about the progress Duke
Energy is making in our five sustainability
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 sustainability
officer, who will be retiring from Duke
Energy later this year after 25 years of
service. We simply couid not have come
this far this fast without a leader of her
caliber guiding our company’s sustain-
ability efforts.

Finally, | want to thank all of our
employees and stakeholders who have
been part of this joumey to become a
more sustainable company. Your ideas,
comments and feedback have made
us better.

Sincerely,

Jim Rogers
Chairman, President and

Chief Executive Officer
April 6, 2011



WHAT MATTERS MOST

Duke Energy's 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.

ISSUES OF #iGH COKCERN . fseewreoYie

T0 STAREKOLDERS AMD DUKE (HERGY EMIRGING  DEVELOPLMG HATYRE

Affordable and reliable energy ‘ "

Air quality » ]

Climate change L ]

Coal combustion residuals '

Economic development/jobs "

Employee engagement and development £

Energy efficiency ]

Ethics .

Mountaintop-removal coal mining -

New cleaner-coal and nuciear generation "

Nuclear safety in light of the emergency »

in Japan NEW

Nuclear waste ]

Philanthropy/volunteerism H]

Political involvement NEW B

Protecting natural/fcultural resources EXPANDED -

Reduce, reuse, recycle s

Renewables »

Safety ]

Shareholder return/financial success : n

Smart grid/cyber security EXPANOED [

Supply chain . s

Water _ ] , ) .
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EXTERNAL VIEWPOINTS

DELIVERING TODAY. Duke Energy's mission is to provide affordable, refiable and
increasingly clean energy to customers. We asked two customers — one served by our
regulated business and one served by our commercial business — to tell us how we are

delivering for them today.

Davidson College, 2 nationally recognized liberal arts college focated 20 miles
north of Charlotte, N.C,, is served by our regulated slectric power business.

How has Duke Energy partnered with your organization?
M The Davidson College campus uses a sophisticated energy management
8l system that is wired io most campus buddings. We use the system to
manage our peak energy use and demand.

We were in the process of analyzing the Baker Sports Complexs operating
infrastructure — including its HVAC system, controls and ighting — when

Duke Energy offered to include the sports facifity in its Energy Smart Building pilot
program. The program uses digital metering and communications technology to
give customers more information, options and control over their energy use. The
college signed on with Duke Energy and the pilot program, alowing us to integrate
information from the retrofitted facility with Davidson's centralized energy
management sysiem. We also earolied in PowerShare® — a demand response
program that rewards businesses for adjusting energy consumption levels during
peak time periods — and accepted more than $75,000 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
ol digital technologies. The real-time metering data and building automation
systems enable us to manage our energy use more effectively than before. This
has led to 2 measurable impact on energy efficiency — we have seen an average
improvement of 30 percent over readings taken before the upgrades. The college
has seen simiar results for chilled water and steam consumption.

In addition, this program has allowed us to increase our already strong commit-
ment to reducing peak demand. For two decades, Davidson has tried to manage
its peak demand by shifting loads across time periods. This partnership with
Duke Energy has alowed us to do that even more effectively.

How might Duke Energy mest your needs in the future?
Davidson College staff have long been interested in data — and this
ull partnership has provided valuable data. We're excited to see where
Duke Energy is going with dashboarding, and thinking about how the college
can synchronize that with Duke Energy going forward.

' Davidson is grateful to have been a part of this pilot, as it has provided opportu-
nities for learning on both sides — consistent with our educational mission.
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Black Hills Corp. and ils ulility Cheyenne Light, Fuel & Power have 20-year
agreements with Duke Energy to purchase power from two of our commercial
wind farms in Wyoming.

Why did Cheyenne Light, Fue! & Power choosa to buy power from
Duke Energy’s wind farms?
5. In all of our projects, we look for strong partners to help us fulfil our

B customer-focused mission of “Improving Life with Energy.” With Duke's
reputation as a leader in the enesgy industry, we knew we would be working with
a partner who would ensure that the Happy Jack and Silver Sage wind projects
were completed in a timely, cost-effective manner — and operated efficiently
to defiver safe and refiable energy to our utilities.

How do the wind farms bensfit your customers and your community?

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

B Dring a renewable source of energy to our customers as part of a diverse

generation portfolio. Wyoming currently has no mandates for renewable energy.
These wind projects demonstrate to our customers, communities and regulators
that we are willing to contract for and/or invest in renewable energy sources and
new technologies — in a way that mitigates the rate impact on our customers.
In addition, these wind farms give us the opportunity to educate our customers,
employees and shareholders about the benefits, operational challenges and
costs of renewable energy.

What advice do you have for Duke Energy as we develop future wind farms?
4 At Black Hifs Corp. and at all of our utilities, we belleve it is important
B to defiver energy to our customers from a diverse portfolio of resources.
As part of that commitment, we work continuously to identify new technologles
and energy sources that can reduce our impact on the environment, keep us
in compliance with regulations and help us maintain reasonable rates for
our customers.

Al of our decisions take into account the financial impact on customers and the
aperational impacts on our ufility sysiems. We befieve this is something a enesgy
businesses should think about, in light of changing environmental regulations

and as new renewabla energy technologies become more available, refiable

and cost-effective.




INVESTING FOR OUR FUTURE. 7o make the investments needed to ensure
a 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.

John Waters o
Owner and President

John Waters s an entrepreneur specializing in the development of sustainabie
products and solutions. He launched Bright Automative Inc., creator of the IDEA
plug-in hybrid efectric fleet vehicke. )

What are the advantages of elsctric vehicles?

P In a word, freedom ... As an example, Charles Kettering, Edison's

B contemporary, added electrons to the first internal combustion engine
car in 1911, replacing the inefficient hand-crank starter — and liberating women
to drive the new “horseless camiages.”

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 the key challenges to widespread adoption?
L | My answer may be a bit tainted, as | was involved in GM's EV1 program-

3 in the mid-90s. Its history was captured in the documentary “Who Killed
the Electric Car?” Entire industries can be threatened by this radical improvement
in transportation, and goverment subsidies often confuse the competitive
market and impede true innovation. Widespread adoption wilt accur when the
American consumer realizes — and Is willing to pay for — the electric vehicle's
inherent simplicity, performancs, safety, convenience, and low-cost repair
and maintenance.

Electric vehicles generate value at multiple levels: homeland security, quality of
ife, sustainability, clean-tech innovation and cost savings. Bottom line: People
will buy products at a tangible value. Automakers will need to offer valuable

electric vehicles, and that requires a revolution in thinking, design and preduction.

What advice do you have for Duke Energy, as we prepare for potential
widespread use of electric vehicles?

4 Duke Energy needs to continue its ieadership in the electric vehicle

@8 revolution. While Duke has pursued pilot projects and colfaborated with

partners, the company might also move more aggressively to develop best
practices in EV charging and distributed energy storage. These best practices
could be readily implemented with proven technology, consumer benefits, and
energy, emissions and cost savings. The distributed energy capabifity of electric
vehicles has the potential to provide supplementat 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. Sung s well known in the U.S. and China for his expertise i clean energy

technologies and large energy project development. He has helped Duke Energy
_ form relationships with Chinese energy companies.

What are the advantages of U.S. and Chiness partnarships on clean
energy technologies?

JRl} In the years that the Clean Air Task Force and Duke Energy have been

W working togather, we've seen that the U.S. and China are complementary
in most areas of clean energy development. The U.S. tends to lead in techmology
innovation, financial and business structures, product marketing and financial
management. China leads in its abifity to implement projects once they're
designed, and to refine existing technologies to meet local requirements.
Chinese companies aiso have access to lower-cost capital.

What's most important is that, together, we are developing advanced clean
energy technologies faster and at lower costs than we ever could Separatey,
and therefore taking aim at the leading cause of global climate change. This is
not a zero-sum game, or a business competition. The market potential for these

 technologies is too large to be cornered by any one company.

Which ciean energy technologies are the most promising in the near term?

A In order to address global climate change, we must develop all clean
MM energy technologies as fast as possible. In the clean-coal area,
post-combustion carbon diaxide (CO,) capture, coal gasification, integrated
gasification combined-cycle and polygeneration (creating multiple products
from a coal plant) are the most promising. For renewables, we need to
dramatically lower the costs of solar and wind. In addition, we need to bring to
scale smaller modular nuclear reactors, solar thermal generation, CO, geologic
sequestration and renewable energy storage. Finally, we should continue to
pursue smart total energy management — from generation to distribution to
energy efficiency improvements.

Given your experience bringing U.S. ard Chinese companies together,
what advice do you have for Duke Energy?
| believe Duke should continue to devefop deeper relationships with its
Chinese partners in ways that provide mutual benefits in terms of project
execution and broader business strategy. Duke should continuously evaluate
partnership opportunities with Chinese firms in light of its own business strategy
and priorities, and focus on achieving success in a few key projects.

icon denotes additional content oniine at sestainabifityroport dwke-energy.com






This sustainability plan reflects Duke Energy’s commitment to operate in a way that is good for people, the
planet and profits. It expands on the company’s business strategy and values. After our merger with Progress
Energy is complete, we will be updating our sustainability plan and goals to reflect the merged company. '

Quality
Workforce

Achieve zero work-relsted fatalities.
2010 Status: Teagically, five Contrac-"
tors died from injuries sustained while
working for Duke Energy in 2010. A team
of senior leaders has baen formed to

& Achfeve mdeaﬂe safe{y erfonnanae in
employee Total iﬂcm Case Rate (TICR}
by 2012, ..

2010 Status: W;a mceeded our aggres-
sive employes farget in 2010, achieving
a TICR of 0.9. Employse TICR has
improved in each of the past fivé years,
and 40 percerit'since 2006, We are on
track to be in the top decile by 2012,

“to'tive yedrs, totaling $16,5 milfion.

& Employse Engagement: Maintain
management and employee’ engage-
ment &t 78 percent and 64 percent,
raspectively, or higher, as measured by
favorable scores on survey questions.

2010 Status: Management and employee
engagement were 76 and 71 percent,
respectivaly.

zfmty partners
dum'zg 2010.

2018 Status» We p ioted a pmcess o
e:aluate the impacts of our philanthropy
onthe commun!ty The gliot included -
12 grants ranging from $128,000 to
$5 million, given over a pedod of one

By gaging with our key commmfty
we }earmd that in 2009 over
ives were posmve(y impacted

:‘by those 12 grants. Given the value we

andl our community partners gained
fromh this evaluation process, we plan
to contmue itin 2011

B

Governance and
Transparency

- Our peers in

- (TSR} B8 ahnuislly and over a threg-year ¢
perfod, as measured by the Fhﬁadelpma
Utitity Index. A

2010 Status: Owr TSR was 9, 5 pergent” -
for 2010; emeedingcwpeers as -
measured by the Philadelphia Utility
Index. TSR -for the index was 5.7 percent
in 2010. Duke Enefgy has achieved
curulative TSR of 4.7 percert pver the'
past three years, while the utility index
TSR has been a negative 15.4 percént. -

PROGRESS KEY:

© @ ACHIEVED OR ON TRACK
£ ® CURRENTLY NOT ON TRACK
{ ® GOALNOT ACHIEVED

@ leon denotes additional contert onfine at sustanabilityraport duke-energy com:



Innovative Products
and Services

Kepmaﬁudabieaswemmmngwsysm
Brow our renewable energy portfolio, despite the sconomic downtum

Conﬁmnbmmmme impactofcm&mermftchingm%io

Deuﬁoplnﬁas&whmmampmwrdmeadadopﬁonofplugvln

010 AND EARLY 2011 HIGHLIGHTS
-’ Deployed energy efficiency programs under our new reguatory
' mmtmﬁawmumamrnwwmazmﬁm
their energy bills.

R 6. Added more than 250 megawatts (MW) of wind and solar energy
in 2010, ending the year with more than 1,000 MW in service,

. m Continued smart grid pilots in the Carolinas and deployments in Ohio.

MOVING TOWARD
A SECURE, DIGITAL GRID

We are implementing digital technologies
in our century-old power grid to build

a secure and flexible network that can
handie today’s advancements in energy
— and tomorrow’s.

The digital grid will improve the
flexibility and resitiency of our electric
system. This means improved efficiency,
better power quality and reliability, and
more optlons 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 thelr energy use and costs.

Ohio
We received regulatory approval to

impiement the smart grid in Ohio in 2008.

in 2010, we began fuli-scale deployment

of the technology. .

m  Ohio is the first state in Duke Energy's
footprint to modemize its power
delivery system with digital technology.

s Duke Energy has installed approxi-
mately 140,000 smart electric
meters, 100,000 smart gas meters,
and 22,000 communication nodes
in Ohio — eliminating the need for
manual meter readings and giving
customers greater insight into their
daily energy usage.

m  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 system'’s
efficiency by reducing the amount of
energy lost from the lines as it travels
long distances.

8 Installations will grow to more than
1 million smart electric and gas meters
and other components over the next
five years.



. CYBER SECURITY. -

Emerging technologies — regandless of industry — always open new aveénues of risk. Duke Energy
is continually assessing and improving its security plan to keep pace with growing cyber-threats,
regulatory and oversight expectations, and evolving digital grid technologies.

Duke Energy’s digital grid components are protected with layers of cyber and physical security:

u The company employs skiked information technology experts who constantly monitor our

system’s security.

= Qur active relationships with manufacturers and regulators help ensure that we have a 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 are identified.

w» Our robust cyber-security policies help ensure the safety of our power delivery system, including

the digital grid.

Indiana
Duke Energy Indiana's original

proposal to install 800,000 smart

meters was rejected by the indiana Utility

Regulatory Commission ({URC) in late

2009. But the commission asked us to

come back with a scaled-back smart grid

rolfout plan.

® In April 2010, we filed a plan to install
40,000 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 39,000 residen-
tial customers and 1,000 commercial
customers just north of Indianapolis.

®  We will collect pilot data for a 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 a ruling in 2011.

Kentucky and the Carolinas

We're working through the planning
process to finalize full-scaie deployment
plans in Kentucky and the Carolinas. In
the meantime, we will use information
from our North Carolind 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 a variety

of programs and partnerships. Our job is
twofold: to maintain a safe and reliable
power grid as demand grows for electricity
as a transportation fuel, and to ensure

a positive experience for our customers.

The benefits of electric vehicles are clear:

Our customers will save money.
Given today’s oil prices, “filling up” an
electric vehicle is a cheaper alternative
to fueling gasoline-powered vehicles.

The environment will benefit.
Widespread adoption of electric vehicles
will significantly cut vehicle emissions.

Electricity is a domestic resource.
Electric vehicles reduce our dependence
on foreign oil and lead to more local jobs.

A plug-in electric vehicle's impact on greenhoise
gas emissions depends on the source of the
electricity used to charge its battery, When
power is produced by nuclear or renewable
energy sources, electric cars reduce emissions
dramatically. However, even in regions where
most electricity is produced by coal, PEVs still
reduce greenhouse gases by 25 to 30 percent
over conventionat vehicles.

Source: www GoElecticDrive.com

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 the duration of the programs. 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-
fations at additional company locations in
2011. Partially funded by the American
Recovery and Reinvestment Act, these
installations will support pilot programs
1o 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 informa-
tion we gain from these pilots to design
products and services that appeal to PEV
owners, and to develop mode! regufatory
frameworks for future PEV 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
coutd live on in other applications, like
supplementing home energy supply,
storing renewable power or providing
a 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.

con denotes additional content online at sustainablityreport duke-esergy.com



A 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 220,000 metric tons of
greenhouse gases. &8

Using Duke Energy’s Smart Energy
Nows* energy efficiency services,
Envision: Charlotte will use digtal
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 program’s cost, with Cisco and Verizon
funding the remainder. In February 2011,

z'Accuang | R

Vnm:om Dam :

Chaﬂotts N C

Director, Smatt Enargy Now Communrly Partnershlps

the N.C. Utilities Commission approved
our ability to recover a 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, a new!y
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 company’s 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.

I'm accountableforEavism. Charlotte, a team etfortm -
create one of the most sustainable and energy efficient
urban cores in the U.S: This is an exciting, first-of-itskind program, and rt reﬂecls
Charlotte's rola as an emergmg “energy upital [i=]

Weare slarhng out by: eqmppm buidings in Charlotte’s uptown busmess area with the latest in energy
technologies. We'N be able to use near-real-time energy use data to create awareness and change
hehavior among building owners and managers, companies and employees. That is really the core of

this program —— o engage the public in a way matueates actionable behavior.

Helping customers uss | gy can detay the building of new power plants, which is good for Duke
Energy, our customers a| mmunity. The initiative is also: transforming Charlotte inta an active
leaming Iaberatory for ini sustainability practices. As we create a model for sustainability,

energy efficiency and imbvaﬁon e’ become 2 rle model for the country — perhiaps even the workl.

Envision: Charlotie carfies an even deeper more personal meaning fome. The company’s Sustainability
Filter asks us to loohﬂmgbﬁneyesafhhngemmbuns when we make decisions. | have two -
chitdren. { want them to thrive in a'community that takes msmnsi)mty forits actions: We have this-
umqne opportunity to change the way dur communitytises energy. | have high hapes that this will

. inspire people to envision their own sustainable future, and join togethertq make it a reality.
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Duke Energy's Kit Carson Windpower iject in
eastern Colorado

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 Energy’s wind business, as well as
the U.S. wind power industry as a whole,
may slow in 2011. However, our pipeline
of potential development projects — more
than 5,000 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 Carolina’s Pamlico
Sound, between the mainland and the
state’s Outer Banks, After a year of
in-depth study and coliaboration with the
University of North Carolina at Chapel
Hill, we concluded that the fixed costs
associated with permitting, design and
construction of the small-scale project
would not be economicaily 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 farms —
two 1-MW photovoltaic (PV) &) projects
In North Carofina and a 14-MW facility in
Texas. The Blue Wing Solar Project near
San Antonio consists of approximately



Our Blue Wing Sofar Project in San Antonio, Texas

215,000 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

on line by the end of 2011. We expect to
complete more solar facilities by the end
of the year as well.

Our N.C. regulated utility’s $50 million
program to install 8 MW of solar energy
capacity on the rooftops and grounds of
select schools, commercial butldings and
factories in the state is virtually complete.
Participating customers receive rental
payments from Duke Energy in exchange
for hosting our solar panels. The ejectricity
generated through the program — enough
to power approximately 1,300 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
goals and state mandates. In December
2010, the 16-MW SunEdison 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
2,600 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,

a 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.

Biopower 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 a sustainable alternative to burning
fossii fuels.

However, the U.S. market for large-
scale biomass projects has been hampered
by a 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.

| ACCOUNTABLE

Melanie Willer

Senior Project Manager,

Global Technology Development
Charlotte, N.C.

Vm accountable for testing digital grid technolog;es in

Biopower still figures in our N.C.
regulated utility’s plans to meet the state’s
Renewable Energy and Energy Efficiency
Portfolio Standard. We are co-firing small
amounts of biomass with coal at select
generation facllities, and exploring the
potential retrofit of other units to burn
biomass only.

In addition, we expect landfill gas-to-
electricity investments to play an important
role, and have executed roughly a dozen
contracts to buy power from landfill
gas projects.

Landfill gas, primarily consisting
of methane, is produced when organic
materals 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
a waste product.

Charlotte, N.C. Our “test bed” in a south Charlotte netghboﬂmod aliows us to try
out new technologies and see how customers use them in real-ife applications.

There are many moving pieces to each pilot program. We educate our customers on how each new
techinology will operate and give them more contro) over their energy usage. In feturn, customers
provide feedback and suggestions on hardware and suftware upgmdes that would-improve their .

overall experience.

- Ourwork allows Duke Energy to better understznd how the mmra'oon of the dwtal gnd ‘renewable

energy sources, phug-in electric vehicles and‘energy storage will affect our customers and the operation
of the electric system as 2 whole. At the end of the day, onrgoalnsbeﬁechve!ylnwmm demand
and improve pawer reliability at the least poss:ble cost.

. Duke Energyis dedicated to helpmg customers lake contml of hwtbsy use energy, and tﬂe new gnd is .

" vital to making this possible. Just as teclmology has enhanced onr Jives Tn countless ways, the digital

. grid will lead to improvernents we are only begmmng In envuswn

Jcon denotes acditional content online at sustainabilityreport duke-energy.com



DUKE ENERGY CONTINUES
COLLABORATION WITH
CHINESE ENERGY COMPANIES

Duke Energy continues to collaborate with
some of China’s most prominent energy
companies to scale up and commercialize
clean energy technologies. )
In November 2010, we signed an
agreement with BYD — a 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 Huaneng Group,
China's largest electric utility, and ENN
Group, one of China's largest privately
held, diversified energy companies.

Duke Energy and Huaneng Group
continue their collaborative research on
capturing and sequestering &8 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 a joint effort
to develop China’s first “eco city” in
Langfang, near Beijing. The objective:

WEB EXCLUSIVE CONTENT

= Charlotteans Testing Advanced
Energy Technologies

u  CFL Giveaways Extremely Popular

= Customers Opt for Paperiess Billing

= Surveys Highlight Strong Customer
Satisfaction

Building Business
with China

create a “city of tomorrow” powered by

clean energy, including solar and wing,

coupled with advanced energy storage and
energy efficiency systems. Duke Energy
will apply lessons learned in Langfang to
the company’s deployment of clean energy
technology in its U.S. service areas.

Duke Energy also participates in the
new U.S.-China Energy Research Center, a
bilateral enterprise established by President
Obama and Chinese President Hu Jintao
to advance clean energy technologies in
the U.S. and China. The consortium wilt
operate with a five-year, $100-million
budget: $25 million from U.S. members,
$25 million from the U.S. government and
$50 million from China’s government.

Duke Energy foresees significant
benefits resulting from research and close
collaboration with fast-growing China.
Among them:

m  Accelerated development and deploy-
ment of low-carbon technologies in our
service areas

u  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
o Kentucky

Partnering with our Customers
MAdvancing Energy Storage

Video: Developing a Wind Power Project
Video: Envision: Charlotte

’ﬁ’

Smart Grid:
Improving
Refiability
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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
modemization, customers' rates will
increase. We intend to file for base-
rate 3 increases in the Carolinas and
possibly Kentucky in 2011. if approved,
we anticipate the new rates going into
effect in 2012.

We minimize rate increases by aggres-
sively managing owr costs, and reduce rate
impacts by developing new programs and
services to help our customers reduce their
energy usage.

Ohio Customer Choice

Since 2001, Ohio's 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 Ohio's 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 a fixed regulated rate for electric
generation that was comparable to the
then-cumrent market price.

Customer choice wasn'’t 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 supptiers to take advantage of the
price differential. Because of the structure
of Chio’s electric market, Duke Energy



Ohio was no longer able to offer them
competitive pricing.

To respond to the competitive market,
in 2009 Duke Energy Retall, a 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 Ohio’s 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 receive a
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
a revised application.

Duke Energy’s
Regulated Average Retall Rates
(Cents per kilowatt-hour)

14.00

North Indiana Keatuoky
Carolina Carofina
Source: Edison Electric instituts Typical Bills and Average Rates Report,
Summer 2010; 12 months ending 6/30/2010

R fool” (3B our generstion mic TS tan ducaoee

mﬂnbmd!ormmmﬂnmqw

. of our SustaloadiRty Report onfine. ...

" I'MACCOUNTABLE

Gianns Manss
Senior Vice Prosigent and
Chiet Customer Gificer

mwmwm«:mmmm

efficiency, in this GRA, Giaara Maves Lol about our cimt
enengy-saving programs amd what o expect in the ftere.

MMmmhasMMM«M
ot many yedrs aow, umMMMMMMhMmm

endrgy and money. mmmﬁm:mmwmmm

j' = Home Enesgy Comparison Report — provides castomers information on how their energy wsage
*'“Wbaﬂmﬂmm T : -

n Cmmtﬂmmtﬁm(ﬂnmm—mmthoIﬁbﬂbsatadmount
oratrocost. =~ -

w Home Energy Managoment — mwmmmmwwmm-
real-fime evecgy usage information. Customers also recsive iols to control — either athome or
M—mdmmmmmd«hmmmmm
mmmmds

hmmmwhmw
implementation is going wel. We've targeted 2bout 13,000 customers in Obio and South Catolés
10 tuceive Home Energy Comparison Repocts, and custoemers: are.on rack o save abost Z percent
' —mmmmm—wmmmmmbwmmwm '
- gustomers by the end of 2011,

1n 2010, wmmmmmwmmmumammmm
compact fiucrescont light bolbs. By replacing their incasdescants with thess CFLs, owr customers can
Save emough energy b power neady 45,000 homes. mﬁfagmﬂnmﬂhstmfsmbs

w8 plan to distribule an additions! 1) milion bulbs w 2011, -

mmwmmmmmmmmmmwm )
feedback demonstrate that customers wast t0 take control of their energy usege and costs. ‘!iuww

petion proved that small changes add up, and can help reduce peak demand. -

mmmmusmwummmwmw mm Wufem
hmmmmmnmmmmmmmwmwmm
36 Ohio this year.

: «Mi‘mwwamawkbrmmnﬁﬁn?'

. Energy sfiiciency /5 & troe wie for everyons, and is reallyn bey
drhwnmm»saheronwmmmmﬂnmwm

mdmsiwydeanm;y

meamnr’swspucm wmemm
mmmmmmmmmmum
cowtrol ut thei ensrgy usags and costs. Whan oor customers
maks decisions W reduce their energy tsage, aod that bebavier
1s sustained, we can begis o count on Bhe savings ds the

- weid for peak generation and even delay the sced to build .
mmmmmmmmm
* forcustomers, while 2lso reducing emissions. }t's a win

For more QSAS with Gianna Manes, please visit
e Innovative Prodocts and Sarvices section



ADDRESSING QUESTIONS
ABOUT RENEWABLES

As an industry and as a company, we have
decades of experience in siting, building
and operating coal, nuclear and natural-gas
power plants. As we develop renewable

" 'énérgy projects, we are finding that they ~

are not without their critics and challenges.
For example, stakeholders in North
Carolina are debating the types of wood

DUTAGE STATISTICS

that should qualify as biomass fuel under
the state’s renewable energy standard.
Some believe only wood waste should

be allowed, meaning limbs, treetops and
other forest management residuals. Others,
including Duke Energy, support a broader

.. gefinition, because there is simply.pot. ... . .

enough waste wood 1 fuel the need for
blomass renewable energy in the state.
Studies show North Carolina’s forest
inventory can support significant additional

+ Average time without
* power (minvies) 164 133

153 130 144 13

Longer than 5 minutes; statistics ace reporied per cusiomer.

Rogalated Fosal Gommwrcial E
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harvesting and still produce more trees
than are harvested.

In October 2010, the North Carolina
Utilities Commission ruled in favor of the
broader definition, but an appeal has
been filed with the N.C. Court of Appeals.

f.upheld, the ruling would allow.Duke ... ... .. . ..

Energy to continue to consider biomass as
a scalable and reliable means of compli-
ance with the state's renewable energy
standard. A more limiting definition could
significantly reduce the viability of biomass
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 a 200-megawatt wind power
project in northwestern Michigan, the
Gail Windpower Project. We will commit
to building the project once a long-term
agreement with a 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 ctean, renewable energy it will
provide. Some, however, are concerned
about sound and vibrations from the
proposed wind turbines, property valtues,
and impacts on the viewshed. We are
keeping area residents informed about
the proposed Gail Windpower Project
through a variety of In-person and
written communications.

As an industry, we still have much
to learn about renewable energy as well.
The Electric Power Research Institute
has launched a new research program,
“Environmental Aspects of Renewable
Energy,” @8 to share insights on the siting,
building and operation of these important
sources of energy, and to address concerns
about their development.



Environmental
Footprint.

. CHALLENGES
‘ Keep rates competitive while making investments o reduce our
.."impact on the environment.
‘Moiitor, infiuence and prepare for potential new regufations that
;. - GO impact our generation flaet.
- Address stakehoides concems associated with Edwardsport,
a first-of-its-scale integrated gasification combined-cycle coal plant,
- Participate fully in industry efforts 80 understand and leam from the
nuclear crisis in Japan.

. OPPORTUMNITIES

" '# Reduce our carbon intensity by retiring and teplacing older plants
- with new, cleaner generation.
o Encourage US. energy policy that benefits both the environment
- . and the economy.
s | mmmmwwymwmmmrmm

e mmmmmmpmwmwmmmm

2010 AND EARLY 2011 mmm.

Made significant progress o
advanced-coal units. .
Expanced partrerships with
on cliean energy technologies.

ADVANCING SOUND
ENERGY POLICY

Duke Energy continued to play a 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
moved the U.S. toward a low-carbon
future. Congressional action on a 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 EPA's carbon
efforts, along with its numerous regula-
tions governing 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
a Clean Energy Standard to mandate the
deployment of solar, wind, cleaner-coal
and nuclear power generation. Whether
such a technology-focused law could pass
both houses of Congress remains an open
question. Duke Energy could support a
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
‘RENEWABLE ENERGY STANDARD

A federal Renewable Energy Standard would
mandate the production of renewable energy and
exchide nonrenewable, low-carbon resources
such as nuclear power and coal-fired plants
equipped with carbon capture and storage. As

of January 2011, 29 states have this type of
mandate in place, and an additiona) seven have
nonbinding goals. A Clean Energy Standard at the
state or federal level would be broader and would
include nonrenewable, low-carbon resources.

Even absent a clear national energy
policy — an “energy road map” — Duke
Energy is moving forward to modernize
and decarbonize 8 its fleet of power
plants and plot its own course toward a
cleaner energy future.
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We are focusing on clean energy technology at power

plants like our Edwardsport facility, under construction
in southwestern Indiana. We're also using technology to

help our customers better manage their energy use.

Ultimately, the path to a cleaner
energy future lies with the development
and deployment of new technologies.
Duke Energy is redefining itself as a
technology company, far beyond its role
as a traditional utility.

For more information on Duke
Energy’s political involvement, see the
Governance and Transparency section
of this report. 8

‘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 considerabie 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 hitrogen oxides and sulfur dioxide
emissions from fossil-fueled power plants
in 31 eastern states and the District of
Columbia. Phase 1 of the two-phase
program would begin Jan. 1, 2012, and
Phase 2 would begin Jan. 1, 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 a proposed rule in
March 2011 for existing power plants
under Section 316(b) of the Clean Water
Act, with the final rule expected in July
2012. The rule's 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. A widespread
requirement to Install cooling towers at
existing coal and nuclear plants would
affect about 40 percent of U.S. generating
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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 Effiuent Guidelines, which could
drive more stringent wastewater permit
requirements for ash pond discharges
and scrubber 8 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 a Tennessee
Valley Authority plant in December 2008
has heightened concerns about dike
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 a comprehensive
monitoring, maintenance and inspection
program in place to ensure dike stability,
and is committed to managing CCRs in a
way that protects human health and the
environment. Approximately 9.5 million
tons of CCRs were produced at Duke
Energy’s coal-fired plants In 2010, and
approximately half was beneficially used.

A key CCR uncertainty, however, is
whether the EPA will seek o reverse its
2000 determination that CCRs are not
hazardous waste. The agency's proposed
rule in June 2010 sought comments on
both hazardous and nonhazardous waste
determinations. Duke Energy supports a
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.



A 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 a jury verdict
finding that three generating units at our
Wabash River plant in Indlana violated the
federal Clean Air Act's New Source Review
regulations. Duke Energy expects to put
the three units back in service once the
lower court’s *shut down” ruling is vacated.

Duke Energy continues to evaluate
plans to convert two units at our Gallagher
Station in Indiana to natural gas. A
December 2009 settiement between
Duke Energy and the EPA, the U.S.
Department of Justice and other parties
provided that we can either retire two of
the plant's four units or convert them to
natural gas. Conversion would require
installing a 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 reguiations at our coal-fired plants in
the Carolinas is pending, awaiting further
court action.

Mountaintop Mining

The practice of mountaintop-removal
coal mining — a form of surface mining:
where entire coal seams and the earth
above them-are removed from the top
of a 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 a premium. Given this,
we have started buying mountaintop-mine-
free coal whenever we can do so without
paying a 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

" I'M ACCOUNTABLE

n'y Hom | Reactor: Systems Engmeer
McGuxre Nuc!ear Station

‘ Im acoountablatormesafe smrageofusedﬂ:d at
‘McGuire Nuclear Station. Primarily, fm msponsfblofor the

management of dry cask storage.

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
modemize and decarbonize {8 our gener-
ation fleet; they also put people to work.

Cleaner Coal Becoming a Reality
Our 825-megawatt (MW) clean-coal
unit under construction in North Carolina

McGuire, fike many nuclear stations across the country, stores. nsed fuekin poois and dry casks.. Dry
 ‘casks are above-ground storage units that safely and securely house the station's used fuel. These
. casks are rugged containers made of steel and concrete, which will protect the fusl under extreme
. eondmons such as earthquakes and floods. They are monitored and licensed by the U.S. Nuclear

- Regulamxy Commassm

g ﬂnusedﬁnhsmwedh:drywsksaftenthasbeensaﬁlysmredandoooledmdeeppoolsforsevetal

years. These pools; located in reiforced concrete buildings, are steel-Jined, concrete vaults filled with

- water, providing protection for the fue assemblies. My responsibilities include techrical support for

loading the cashs aitd i ‘Sversesing the fuel handling equipment, which loads the fual and transports the -

_'casksfmmﬂlemdfuei poolstoﬂndvystnrageareaousih

] havevmtten_morettwn 100 pagesofpmcedureson loadingﬂlewsks. Loadmgnsedfuel into the

 dry casks s a detafled, methodical process that involves welding; draining and drying the casks, and
. operating high-tech machinery. This pmeess is well coordlmted and safely perfmmed by well trained
-and highly skilled workers, 0

 Helping McGuire tv safely manage its used fuei )s one way I have heiped Duke Energy opemte more

sustaumbly dxmng my 30 years of service.

Jcon denotes additional content onfine at sustalnabilityreport duke-enesgy.com



ELECT! RICITY GENERATION TRADE-OFFS
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Lass Favorable

is more than 80 percent complete and
on budget.

Scheduled to begin operation in
2012, unit 6 at Cliffside Steam Station
will be one of the cleanest and most
efficient coal units in the country. tt will
emit 30 percent less carbon dioxide per
megawatt-hour generated than older units.

Retirement of four 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 6 carbon-
neutral £3) 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 axides emissions and S0 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 a
synthetic gas that’s processed to remove
poilutants. 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 produce 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, We're studying the poten-
tial for carbon capture at Edwardsport
and have a request pending with state
regulators to study carbon sequestration. £

In April 2010, we updated the plant's
cost estimate from $2.35 billion to
$2.88 billion, due to the project’s scale
and complexity. The revised cost is
being reviewed by the indiana Utility
Regulatory Commission.

In March 2011, we filed a proposal
with the commission to cap the project’s
construction costs to be passed along
to customers at $2.72 billion, excluding
financing costs on that amount. Duke
Energy is also proposing adjustments to
lower the average rate increase related to



the project, from approximately 19 percent
1o 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 project’s 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 biltion over the last decade to install
emissions control equipment on many
of our coal plants. As a resuit, 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 relatively 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-cycle
generating units in North Carolina: one at
Buck Steam Station and one at Dan River
Steam Station. These cleaner-buming
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
Internationat (DE!) completed its
Las Flores thermoelectric power
plant in 2010. This highly
efficient 198-MW gas-fired
turbine is DEI's third natural
gas power plant.
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Nuclear Remains an
Important Resource

Affordable, refiable and clean 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 hlghest

« priority in our nuclear operations. Along

with the entire nuclear energy industry
woridwide, 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 weli 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 a combined construction and
operating license (COL) for the proposed
Lee Nuclear Station in South Carolina.
The COL application to the U.S. Nuclear
Regutatory Commission is for two
Westinghouse AP1000™ 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 2,234-
megawatt facility will significantly reduce
the company’s carbon footprint. Lee
Nuclear Station would also help stimu-
late the region’s economy through job
creation and tax revenues, while meeting
customers’ need for clean, affordable and
reliable electricity.

Increasing Hydroelectric Capacity
We continue to enjoy the environ-
mental and peaking-power benefits of
our company’s oldest generation type —
renewable hydroelectric power.
Duke Energy’s Jocassee Pumped-
Storage Hydroelectric Stationis -
replacing two turbines to increase
capacity by 50 megawatts by
summer 2011. These are the first
upgrades to Jocassee units 1 and 2
since they began commercial opera-
tion in 1973. Units 3 and 4 were
upgraded in 2006 and 2007.



DEI Brazil is buiiding 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 Energy's use
of renewable energy in the Innovative
Products and Services section of this

“report. {9

ALGAE CARBON CAPTURE
TESTING SHOWS PROMISE

Partnering on research and development
is one way to accelerate the development
of cleaner and more affordable energy
technologies.

In 2010, Duke Energy and ENN Group,
one of our Chinese partners, conducted
a joint study to test the ability of various
strains of algae to remove carbon dioxide

{CO,) from coal-fired power plant emissions.

This was the first study fo use CO, from
power-plant flue gas instead of pure CO,.

Using a mobile algae unit that was
designed and built by ENN Group, we
set up a test site at Duke Eriergy’s East
Bend Station in Kentucky to conduct the
three-month study. Since algae, like all
plants, use CO, in photosynthesis, carbon
emissions can serve as feedstock for the
plant’s growth. Workers piped In controlled
amounts of flue gas from the plant stack
emissions directly into a 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 CO,, an
important indicator that these strains could
be a good fit for potential CO, mitigation.
Further research will help determine if
algae can become a low-cost solution to
absorb a portion of flue gas CO,. To that
end, we have submitted a 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
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Duke Energy’s Jocassee Hydroelectric Station, a
pumped-storage facility in Upstate South Carolina

is pursuing In our efforts to reduce
carbon emissions.

WATER: A LIMITED RESOURCE

Water is a 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 retumed
to portions of Duke Energy’s 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 a matching research
grant from the Water Research
Foundation &8 to explore ways o
enhance water resources in the basin.
The Foundation corwened a panel of
world-renowned experts fo study the
safe yield of the Catawba-Wateree
River Basin and how it compares
to similar basins around the worid.
Further study will take place In 2011.
The CW-WMG is a nonprofit corpo-
ration composed of Duke Energy
Carolinas and 18 public water system

. ,é
y g. " 3

Recreational use is just one reason to protect ovr
valuable water resources. :

owners in the Catawba-Wateree
River Basin.

s The Keowee-Toxaway Hydroelectric

Relicensing Project 88 got under way
in 2010, using a stakeholder-driven
process similar to what was used for
the Catawba-Wateree Hydroelectric
Project i relicensing effort, Duke
Energy has updated a U.S. Army
Corps of Engineers reservoir opera-
tions model and conducted a 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 a 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 iegjstation.

Managing Water Demand

®m In 2007, the Supreme Court agreed
to hear a case filed by South Caroiina
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. In 2010, the
case was settled by the parties and
dismissed by the Supreme Court. The
Comprehensive Relicensing Agreement

Icon denoles additional conteat online at sustainabiltyraport duke-energy.com



(CRA) 58 for Duke Energy’s 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, includes procedures for
conserving water during droughts and
studying future water demands. This
settiement has been called a model
for how states should work together to
preserve shared natural resources.

® The Catawba-Wateree WMG
commissioned a survey of demand-
management best practices across
the U.S. Survey results have been
used to identify measures that will be
implemented by public water systems
in the basin.

m Duke Energy and the Catawba-
Wateree WMG are jointly funding
a 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.

l l WEB EXCLUSIVE CONTENT

Greeaing Our Vehicle Fleet

Reducing Landfili Waste

Moving to a Culture of Less Printing

Restoring Forests in Brazi

Climate Change Adaptation Research

Gaining Ground

®  Duke Energy Gives Endangered
Mammals a Platform for Survival

m  Preserving Argentina’s Paleontological
Heritage

m  Environmental Leadership Recognition

Managing Drought

® The Catawba-Wateree Low Inflow
Protocol (LIP), established during
Duke Energy’s 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 a voluntary basls
until the Federal Energy Regulatory
Commission issues a new license. it
Is also being evaluated for potential
improvements, based on lessons
learned during the record-breaking
drought in 2007-2008. in 2010,
Stage 1 of the LIP 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
a 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
increasingly large carbon footprint.

In November 2010, Duke Energy
and the Electric Power Research Institute
(EPRI) 68 released preliminary resuits of
a 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 a Duke Energy data center in North

DUKE ENERGY CORPORATION 2010 | 2011 SUSTAINABILITY REPORT

We are finding ways to make our customers' and our
own data centers more 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. That’s good news
for the more than 2.5 million smalier
data centers across the United States
looking for inexpensive ways o 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.



ENVIRONMENTAL PERFORMANCE METRICS
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Latin America
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NW Percent -~ MW" . Percent MW Percest
Coal 16,925 a% 0 00% 16,925 24%
Naturs] Gas/Oil 9,395 26.3% 124 08% - 10689 268%
Total Fossll 26,320 A% 104 T 08% - TEW- 682%
Nuclear 5,173 U5% [ 0.0% 5173 13.0%
Conventionai Hydre L 31% 2909 69.2% 4020 10.1%
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1 Al dats basod on Duka Enavgy’s ownership share of generating assets. Totals may not add up eactly due to rounding
2 Pumped-storage hydro helps moet peak demands and, like other storage technologies, consumes more energy than it produces.

‘ 2006 2007 2008 2009 210
Coal (million tons) 465 463 450 3.1 396
OR {milion gallons) Z 230 22 183 189
Natural Gas (miffion decatherms) — 337 %38 507 86

3 Al date based on Duke Energy’s owmership share of generating assets.

| | oATER WTRORAA AND CORSUMED (515 03 G - R .
: e ' 2008 20090 - 2000
Withdrawn 4,000 3,800 3,900
Consumed 60 7 8

4 Excludes Duke Energy Intamational and Duke Energy Generation Services.

5 Excludes Duke Energy Ganerstion

2010 Electricity Generated*
W 55.8% Coal
‘ B 26.0% Nuclear
# 10.4% Conventional
Hydro

% 6.8% Natural Gas/0il
| 1.4%  Wind/Solar

* Pumped-storage hydro, which totaled (0.4%). consumes more
energy than it produces.

In 2010, as in 2009, almost 40 percent of the
electricity we generated was from carbon-free
sources, including nuclear, hydro, solar and wind.

2010 Generation Capacity*

B 424% Coal

% 26.8% Natural Gas/0i!

M 13.0% Nuclear

® 10.1% Conventional
Hydro

® 25%  Wind/Solar

* Pumped-storage hydm, which totaled 5.2%, consumes more energy
than it produces.

Our diverse generation portfolio reduces commodity
price volatility and helps us meet our customers’
electricity needs in a 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 total volume removed

from a water source, such as a lake or a river. Due
fo once-through cooling systems on many of our
coal-fired and nuclear plants, a targe portion of this
water is returned to the source and available to be
used again. Water consumed is the amount of water
removed for use and not returned to the source.

lcon denotes additional coatent onfine at sustainabilityreport duke-exergy.com



Emissions From Generation

Emission levels depend on many faclors, including
generation diversity and efficiency, demand for
slectricity, weather, fuel avadiability and prices, and
emission controls deployed. Carbon dioxide (GO,)
and nitrogen oxides (NOx) emissions increased

in 2010 over 2009 due to increased coal and
natura) gas generation, which resulted from
increased demand for electricity. Sulfur dioxide
{S0,) emissions decreased due to the addition

of filue gas desulfurization (FGD) scrubbers. E3)
We have invested approximately $5 billion over
the past decade to significantly reduce SO, and
NOx emissions from our coal fleet. As a result, we
have reduced SO, emissions by 73 percent and
NOx by 52 pereent over the past five years. Our
C0, emissions have decreased 5 percent over that
same period, largely due to decreased demand for
eloctricity. Our medemization strategy will help us
further reduce emissions. In addition, new nuclear,
if built, along with new wind and solar, will help us
deliver increasingly clean energy.

U.S. Toxic Release Inventory (TRI)
Duke Energy's TRI-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 fuef consumption)
and installation of air pollution control devices at
several plants, including new FGD scrubbers.
TRi-reported releases of metal compounds

also decreased from 2008. From 2005 to 2009,

TRi-reported releases decreased by over 60 percent.

U.S. On-Road and Off-Road Vehicle
Fleet Emissions and Fuel Consumed
We have a goal to reduce nitrogen oxides, volatile
organic compounds, particulate matter and carbon
monoxide emissions from our on-road and off-road
vehicie fleet by 35 percent by 2012 compared to
20086. From 2006 to 2010, emissions have been
reduced by approximately 24 percent, and we are
on track to meet this goal.

| | s rcacenteanor -
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Accelerated Main Replacement
Program (AMRP)

In 2000, the AMRP was launched on Duke Energy’s
natural gas distribution system in Ohio and Kentucky
to reduce leaks and improve safety, performance
and refiability. The program accelerates replacement
of approximately 1,400 miles of cast iron and bare

" Sgef pipe, some m service since 1873, TR AMRP

is complete in Kentucky, and more than 70 percent
complete in Ohio. We are on track to meet our target
of reducing repaired leaks by 20 percent by 2012
compared to 2007, Reducing leaks decreases the
releasa of natural gas, which is mostly methane, a
greenhouse gas approximately 20 times more potent
than C0,.

Waste

We have a goal o increase the percentags of U.S.

solid waste that is recycled from 52 percent in

2008 to 62 percent by 2012. Our nuclear plants also

have a goal to reduce by 25 percent the amount of

low-level radioactive waste B3 (Class B and C) they

generate by 2012, compared to the 2002 through

2006 average of 1,552 cubic feet. To dats, we are
exceeding both of thess goals.

U.S. Electricity Consumed

We have a goal to reduce electricity consump-
tion at 13 of our largest commercial buildings by
10 percent by 2012, comparad to the 2005 through
2007 average. We are on track to meet this goal.

Reportable Oil Spilis

Oil spills include releases of lubricating oil from

generating stations, leaks from transformers or
damage caused by third parties (typically due to
auto accidents).

. ACCELERATED MAIH REPLACEMENT PROGRAM (AMAP,

Reduction In Leaks Repeired (Since 2007)

Baseine yoor

11 This differs from what was reported ksst year due tn better svadable informaion.

1S_ Solid Waste 2

*Toltal Generated (tons) - 40,162 39,651 38,651
= Porcont Recycled — 52% 55% 83%
Hazardous Waste Generated (tors) 2 — — 438 125
Low-love! Radioactive Waste (Ciass B and C) 1,464 1420 1,303 39 658
Generated (cubic feel) . (58% less

than bassline)

12 Mmmmmmm MMIwmﬂmmmimm Waights are estimated besed on

volumes where necessary. Data not avatiable for 2006-200
13 Companywide data not available for 2006-2008.

[ ] us. eceermairy consumen

Elsctricity Consumption: 13 of Our Largest
Commercial Bulldings (megawatt-hours)

Spiils 75

79 66 92 58

Gallons 3,300

23,900 - - 6,600 4700 1400

14 Data for 2006-2008 includes 5.S. spilts only. Duke Enesgy intemnationai spi data are inchuded for later years.

| | ENVIRNMENTAL REGULATORY CITATIONS *

Citations 12

12 16 . 208 9

Fines/Pensities (dollars)

$8,850  $29,265,5001¢

$141,657 $2,805,525% $15,982

15 Includes intematonal and LLS. fideral, state and local citations and

fines/penalties.
16 These historical values differ from what was reported iast year and reflect judicial actions and corections that were made after the report

was published.

Environmental Regulatory Citations
No fines were associated with 14 of the 19

citations in 2010. In addition, $2,800 of the total
2010 fines/penalties resulted from resolution of
citations received prior o 2010. The 2007 total
fines/penaities figure includes proposed fines of
approximately US$29 milfion assessed by the Brazil
State Environmental Agency of Parana (IAP), and
approximately US$270,000 by the Brazilian institute
of Environment and Renewable Natural Resources

(IBAMA) for alleged violations related to reforesta-
tion. These amounts are higher than what was
reported in 2009. One 2007 IAP fine was increased
in 2011, resulting in the total 1AP fines increasing to
US$23 million. We are contesting these violations.
In addition, 2009 total citations and fines/penaities
have increased due to the addition of two interna-
tional citations totaling $16,235 in fines.

£33 1con denotes additional content onfine at sustainabiltyraport duke-energy.com



Quality
Workforce

mprove employee and contractor safety, especially in light of contractor

v %aasierknaw!edéeandselecﬁvdyhkemskiasasbawmm.

OPPORTUNITIES
. Maintain our reputation as a preferred empioyer.

Improve diversity and effectively manage a multi-generational workforce.
2010 AND EARLY 2011 HIGHLIGHTS

Mﬁevedmebestmioyeesaie?ﬂotai Incident Case Rate in company
‘Nistory; a 40 percent decrease from 2006.
uanﬂnedhimmnagenmandemoyeeengagemer&asmwed

: Depbyad an improved emptoyee performance management sysiem,

SAFETY: A SHARED
RESPONSIBILITY

Duke Energy is committed to providing
affordable, reliable and cieaner energy.
But above all else, we're committed to
safety — in our workplaces and in our
communities. We measure our annual
safety performance through two measures:
m Zero employee and contractor fatalities
m  Total Incident Case Rate (TICR)

— the number of recordable

Incidents per 100 workers (based

on Occupational Safety and Health

Administration criteria).

Addressing Contractor Fatalities
Tragically, five contractor fatalities
overshadowed a year of employee
safety improvements. We immediately
investigated each incident — and
shared lessons fearned 1o 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 a Contractor Safety
Performance Improvement Task Force,.
a team of senior leaders charged with
developing a road map t the next level
of safety resuits,

Employee Safety Performance

We exceeded our aggressive employee
TICR target level in 2010, and our final
number is the lowest in company history.
Employee TICR has improved in each
of the past five years, representing a
40 percent improvement over our 2006
rate. We are on track to meet our goal to
be in the top decile by 2012.

The 2010 empioyee Lost Workday
Case Rate (LWCR) improved as well. The
LWCR is the actual number of lost workday
cases in a year, per 100 workers. A lost
workday case is an occupational injury
or iliness that resufts in one or more days
away from work. Compared to 2006,
our 2010 employee LWCR represents
a 34 percent improvement.



| Jswservar sume snemer

] 0% 2007 2008 - 2009 2010
Employee and Mmmm FMI! 2 0 3 5
Employss Total Incident Cass Rats (TICR) ! L51 125 115 1.00 0.90
Employes Lost Werkday Case Rate (LIWCR) 2 0.35 0.26 0.28 023 0.23
Contractor Total Incidont Case Rate (TICR)! - — 1213 107

1 Numberof recordsbl icidents wmmﬁwmmms 'lqtdecie in 2003 for employee TICR was 0.69 (ased on the Iatest

avaiable sfter the 0 report was published.

TALENT MANAGEMENT
FUNDAMENTAL
TO SUSTAINABILITY

Duke Energy's future success largely
depends on the quality and skills of our
workforce. As veteran employees prepare
for retirement, we're planning for our future
workforce — with skills that align with
evolving business strategies.

As the table indicates, younger
employees (“Generation X" and
“Miliennials”) are a growlng portion of
our workforce — from 32 percent in
2009 to 36 percent in 2010.

FOURGENERAHIONS N QUKE ENIREY'S e
.5, WORKFORCE

. : 2008 .- 2010
Traditionafists (bom befors 1946) 1% 1%
Baby Boomers (bor 1946-1964) 67% 63%
Generation X (bom 1965-1981) 2% 28%
Millennhals (born after 1981) 5% %

As the "Baby Boomers® move into
retirement, we must continue to attract
high-quality talent and transfer institu-
tional knowledge to a new generation. To
preserve our talent advantage, we are:

8 |dentifying needs for new skills in
areas like smart grid, fleet modemiza-
tion and renewable energy, as well as
fundamental skills essential to keeping
the lights on for our customers

B Forecasting retirements to Identify
future talent needs and risk of critical-
knowledge gaps

m  Developing a talent pipeline through
strategic hiring and sourcing programs,
such as cooperative and intem positions

per 100 workers .
This differs from what was reported last yess; based on more complebe and accurats contractue date made

m  Continuing to partner with universities
and technical colleges on energy-
related training

u 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

B Using succession planning to identify
and develop talent to fill key leadership
positions

I'M ACCOURTABiE . |

'fony Gilday '
Environmental, Health and Satety f’rof
New Richmond, Ohio i

I'm acoountable for the safety of our employm and i
contractors at three of Duke Energy’s coal plants in Ohio.

B Benchmarking regularly to make
sure compensation and benefits are
competitive with similar companies

m Better aligning pay with performance
through an improved performance
management process.

DEVELOPING A DIVERSE AND
INCLUSIVE WORKFORCE

Diversity and inclusion are business priori-
ties at Duke Energy. Simply put, diversity
means we employ people with a variety
of characteristics and backgrounds, and
inclusion means we value thelr 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 workforce. in 2010,
we saw a 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, we're working to
further diversify our workforce.

But, really, we're all accountable for each other’s safety. Wemmkaboutmlseverymmmgdunng
our safety briefings when we talk about safety on the job:and at home. Hoine safety is important —if
our workers are safe at home, they're mich mmlwytobesafaatvmk too.

e hokd all-day “human performance” mpmement scsswns  throughout the year.lbm giveusa
‘chance o react to reak-life safety incidents. Nearly every rticipant has experienced an “aha™ moment

dumgma lmnmg. In fact,onenf ourvendorpamém

. ouroommunmes Saietynscontagous andth»s parlmmally ptsut"
ook forward t the nxt phase of our buman performance progran

';hlreditsown safetypmfessnnal in:
own operations, h:toﬂierworkmwmm

progran
hourly employees.and contractors: Becauss, even-thotigh last year's overall safety statistics were
 Among; the bestin our company's histoiy; we'cannotand will not lower our expectations for the future. -

{33) 100n denotes sdditional content online at sustainabiktyreport duke-ensrgy.com



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
fairs and other programs for student and
professional organizations that support the
development of minorities and women.

Diversity Steering Teams

Duke Energy's 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 empioyees with common
interests or experiences. Open to all
employees, ERGs aim o support business
needs, align with company goals and strat-
egies, promote understanding and provide
a stronger sense of community. Employees
organize and manage the groups, which
provide educational, networking and

Duke Energy employees in Plainfield, Ind.

[ | wonerorce starsTies

WORKFORCE PERFORMANCE METRICS

.
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Full- and Part-Time Employses . 18053 um ©C18548 18683 1BA%
= United States 17100 17045 17429 17581 1263
» International 953 1012 1,119 1,102 1145
Coilective Bargaining Usit/Union Mosabers as Percent of Workforce o : B

» 5. (members of a collective bargainiag unit) 2)% 255% 25.7% UT% U8%
» International {dues-paying mesmbers of a taios) 353% 30.2% 274% 2%.2% 254%

1 After Spectra Enesgy spinoft
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- 12/31/10
Ethnicﬂlvmityashmmtofmmu :
=White 86.6% 86.6% 86.7% 86.9% WA%
» Black/African Amesican 11.2% 11.3% 11.2% 110% 11.2%
= Hispanic/Latino 09%  09% 0.9% 0.9% 11%
 Asian 0.9% 0.8% 08% 09% 10%
= American indian/Alaska Nation 0.3% 0.3% 0.3% 0.3% 3%
* Native Hmian/OtherPaciﬁc_lshndu _ — — _ 00%

{new category for 2010 reporting)

# Not specified 0.1% 0.7% 0.1% 0.0% 0.0%
Females/Minorities as Percent Mwomomllhmnm - o )

* Females as percent of workforce 226% 226% 226% 26% 25%
*Females as percent of management 17.6% 17.2% 15.5% 16.3% 11.2%
» Minarities as percent of workforve 13.3% 13.3% 13.3% 13.1% 136%
» Minorities as percent of management 78% 8.0% 7.9% 76% 1.6%
Z Etnic WMMMuMMMMIMW
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2008 - -2009
» Severance package volunteers 405 210 14 686
» Resignations 24 n 238 24
* Refirements 218 190 205 197
'Emphyuswhumnoﬁiodmgytﬁdnothmaposiﬁoninm " B 2 7
company and elected to leave with a severance package ¢
* Dismissals 127 144
Total Turnover .59 - 1338
Total U1, Employsss o 17581 1283
Turnever as:a Percent of Workforce - : 6. 34% 1%
Porcentage of Employees :suummnmsmm — — 50.9% 50.8%
Percentage of Employses Eligible to Retirs In 10 Years*® — — 679% 68.7%

4 Employess whose jobs wers affected by restructuring were offared an option & transfer into 3 “transition pool” for a six-morith period, during

whtich they could ook for other smployment opportunities within Duks Energy.
5 Eligible to relire is defined as 55 years of age or older, with at least 5 years of service.
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mentoring opportunities, as well as

seminars and conferences, for members.
Our ERGs include:

»  African-American Network

® Business Women's 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
a “Best of the Best" company by three
employment magazines: Black Equal
Opportunity Employment Journal,
Professional Woman's Magazine and
Hispanic Network Magazine. The publica-

tions included Duke Energy in their listings

of top energy, oil and utility companies.

@ WEB EXCLUSIVE CONTENT

®»  Former HQ Earns ENERGY STAR®
Certification

Safety: Seeing is Beheving

The 3 Rs of Working Safely
Employee Weliness Programs Focus
on Prevention

Employee Satisfaction Remains High
Putting Sustainable Thinking to Work
Duke Energy Brazil Honored
Employees Recognized with James B.
Duke Awards

What it’s Like
to Workas a
Line Tech
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Emommm»cdevelopmemln the continuing sluggish economy.
memmmszaycommﬁwwmwmm

Pmm'compeunvay priced, reliable electricity in each of ous five

ﬁeimﬂmmdaimost $5 8 babon in capital investments and nearly
4,000 new jobs. -
Contributed aimost $29 million ® our communities (inciudes contribu-
from The Duke Energy Foundation and the company, along with
d retiree dorations-and the value of their volunteer time).
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i Action

2010 ECONOMIC DEVELOPMENT
GOALS EXCEEDED

Duke Energy’s 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 closely with state and local
officials to position competitive energy
costs as a key differentiator 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 fo attract business growth.

In 2010, Duke Energy’s economic
development efforts helped state,
regional and local government officials
attract almost $5.8 billion in capital
investments and nearly 14,000 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 Communitles 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 miliion in 2010.

This is in line with our annual giving in
recent years and on par with industry
benchmarks.



| Jruocuirsas sl

The Duke Energy Foundation $15.8 million
D e o 204§ 30 miin
Cach oo iutions o employoes $ 5.5 ilion
Yon o ot ctployees' a0 THTBES ¢ 4 Sl
Total Charitable Glvieg $20.8 million
Through corporate and regjonal

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)

m  Economic development, including
educational initiatives — 28 percent
($3.9 million)

I ACCOUNTABLE

mamemmmm g

= Environment and energy efficiency —
9 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 miliion in 2010, Duke Energy
invested almost $4.7 million in our
communitles 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.

- or supend thlr

Low-income energy assistance
programs in indiana (Helping Hand),
Kentucky (WinterCare) and Ohio
(HeatShare) received $747,000 from
Duke Energy and almost $262,000 from
employee and customer contributions.
Similar-programs in the Carolinas — like:
Share the Warmth, Cooling Assistance and
Fan Relief — are funded from a variety of
sources, including customer and employee
contributions (which totaled nearly
$592,000 in 2010).

As part of the Catawba-Wateree
Comprehensive Relicensing Agreement (8
in the Carolinas, we invested approxi-
mately $710,000 to improve water use
and management and to enhance aquatic
habitat and fish populations.
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EMPLOYEES AND RETIREES
MAKE A DIFFERENCE

Volunteerism is a tradition at Duke Energy
and one that our employees and retirees
embrace. To support their efforts, Duke
Energy created Volunteers In Action, an
onfine database where employees can
submit, search and sign up for volunteer
opportunities across our service territories.

We also provide financiai 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 5,100
volunteers spent 215,000 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),
a companywide grassroots campaign o
make a 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 3,000 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 a member of e8 &8, a
worldwide organization of electric utilities
founded in 1992 to promote sustain-
able energy development in the world’s
emerging nations.
The 10 membeys of €8 are among
the largest electricity companies in the
world, representing Brazil, Canada, France,
Germany, ltaly, Japan, Russia and the U.S.
The e8 companies develop projects
that bring clean energy to some of the 2
biflion people around the world who — in
2011 — still have no access to electricity.

The member companies also develop
training programs to ensure that clean
energy projects eventually can be turned
over to, and managed by, citizens of the
targeted regions.

In 2010, Duke Energy assumed

. leadership of the organization’s graduate

scholarship program and invested ir two
projects: the construction of a combined
wind energy and water desalinization
facility in Tunisia; and a training program
for energy and finance ministers in Latin
America, focused on improving eneigy
investment opportunities in their countries.

BRINGING SAFE ELECTRICITY
TO RURAL AREA IN PERU

Duke Energy International invested more
than $165,000 in electricity infrastructure
1o support 120 families in the La Ramada
Alta community near the company's
Carhaugquero 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 comrnunity
by providing safe and reliable electricity,
improving the quality of life, and offering
programs to promote energy awareress
and safety.

WEB EXCLUSIVE CONTENT

= Strategy to Attract Data Centers Paying Off

= Site Readiness Program Expands tv Ohio
and Kentucky

™ Duke Energy among Top 10 Utilities for
Economic Development

= Enabling Communities to Become More
Sustainable

®  Working with Tribal Leaders to Site
Electrical Tie Station

Now Data Contor - JB8
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JOB TRAINING PROGRAM
PASSES $10 MILLION MARK

Duke Energy’s grant program to improve
job training in the Carolinas reached a key
milestone in 2010. The Community and
Technical College Grant program &3} has

" now awarded over $10 million to support

more than 50 separate training initiatives
at North Carolina’s community colleges.
Created in 2004, the grant program
Is a way for Duke Energy to share its bulk
power marketing profits with communities
in our North Carolina service area. More
than 5,000 workers have received
training offered through the Duke Energy-
funded programs at 21 community
colleges. And more than 900 new jobs
have been created as a resuit of a better
trained workforce. In South Carolina,
a 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.

m  Challenging K-12 Students to be
Energy Efficient

s Can You Mest Tomorrow’s Energy
Challenge?

& Helping Low-income Families improve
Water Quality

s Duke Energy Intsmational Building Homes
for Families in Neod
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. CHALLENGES
- Malntain strong financlal performance despite a sluggish economy.
Achieve tifmely and constructive regilatory recovery of our investrnents.
Sucesssfully resolve property tax disputes in Ohio,
®  Rebuikd trust with stakeholders in Indiana,

S Atiract additional investors who value sustainability.
2010 AND EARLY 2011 HIGHLIGHTS

—m Coplinued to aggressively manage operating and mainienance expenses.

8 {ncreased the quarterly dividend from $0.24 to $0.245 per share in
2010,
Outperformed the Philadeiptia Ulility Index in total shareholder return in
- 2010-and over the past three and five years.

FINANCIAL PERFORMANCE
STRONG IN 2010

Financially, we exceeded our own expecta-
tions in 2010. Weather was a major factor,
as extreme temperatures in both winter
and summer increased demand for energy.
But removing weather's sffects, we would
still have had a 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 $1.43, a 17 percent
increase over our 2009 results of $1.22.

Our total shareholder retumn (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 -
a negative 15.4 percent. Over five years,
our cumulative returns have been 44.2
percent, compared to 20.9 percent for
the utility index.

We're seeing positive signs of slow
but steady economic recovery. in our
regulated service territories, excluding
weather impacts, customer demand grew
by nearly 2 percent in 2010 over 2009.
This increase was principally driven by
a 7 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 provider, was able to capture

some of our lost margins.

For the 84th consecutive year, Duke
Energy paid a quarterly cash dividend
on our common stock in 2010. We also
increased the quarterly dividend by a 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
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to reduce fuel consumption and emissions.
We also buy a significant portion of our
wire and cable in “reel-less” bundles that
we place on reusable steel spools mounted
on our trucks. This avoids the use of large,
heavy wooden reels, which have limited
life

027 sl
Netincoms atiributable to Duke Energy Corporation $1,362 $1075 $1.320
Reported diiuted earings per share 1.7 $083 $1.00
. Ajurted dijvted earmings per share $L.21 1.2 e
Dividends pershars $0.90 $0.94 $0.97
Total assats $53,017 $57,040 $59,090
Long-term debt including capital lsases and variable interest antities, $13.250 $16.113 $17,938

{ess current maturities

1 See 2010 Duke Energy Annual Report / Form 10-K Financial Highfights for detalied notes and explanations of figures above.

debt at a weighted-average rate of 3.8
percent and an average maturity of approx-
imately eight years. Financing during this
period of historicaily low interest rates
helps us mitigate customer rate impacts.

INDIANA HIRING ISSUE

Duke Energy's reputation was challenged
in 2010, after the company hired a
regulatory attorney from the Indiana Utility
Regulatory Commission ({URC).

When public concerns were raised due
to the employee’s recent involvement in
regulatory decisions involving Duke Energy,
our management took immediate action.

Duke Energy has fully cooperated
with the Indiana Inspector General's
investigation and with the 1URC’s 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
employee was dismissed from the
company, along with Duke Energy'’s state
president for Indiana. The head of our
regulated operations later resigned, when
inappropriate emails 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 Energy’s interests.
And, before we post a 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 a 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
a 10 percent reduction in the energy use
of their supply chain operations by 2015,
from a 2008 baseline.

The Alliance is also developing best
practices to reduce the environmental
impacts of significant categories 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
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spans.

Since 2006, Duke Energy has clearly
established our expectations of vendors
with our 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.

Legisiative 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 $630,000 of our 2010

federal trade association dues that were
used for lobbying.

=  Crisis Management in the Age of
Social Media

®  Paying Qur Fair Share of Taxes

= Protecting the Dividend Tax Rate

®  Local and Regional Banks Invest in
Duke Energy .

m  CEQ Recognized for influence in
Corporate Governance

= Diverse Supplier Spending Increases
Slightly

®  Stakehoider Expectations and
Fulfillments

m  Partnerships and Memberships




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 contrib-
uted $550,000 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 $68,000
in the states where such contributions
are allowed.

Duke Energy did not provide funding
for any electioneering communication &3
or independent expenditure &8 during

© IMACCOUKTABLE

*folt Browning
B3 SeniorYiee
§ Pesident—
“Audit Services and
Chief Ethics and
© Compliance Officer

2010. These types of funding are used for
pre-election communications that refer to
specific candidates.

Our Political Activity Policy &8 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.

A 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 $824,000
to state and federal candidates and
pofitical organizations in 2010.

Duke Energy pays the administrative
costs of operating DUKEPAC, as allowed
by law. All employee contributions go to
the candidates and political organizations.

Voices In Politics (VIP), Duke Energy's
grassroots education and advocacy
network, briefs employees on pofitical
issues and encourages them to actively

mnmmmm mlmp«mmofm bolmnr
mmamnrmnmmm mm:

MﬂnbﬁmmmdnnenﬂhM’sM B

Ehical Companies for the sast Joer yoars, we:

exparienced sthics issues in lndiane. We ara et preod R
e this situation occurred, mmwuw .
mmmﬁwﬁnmn# R

tlsulamunmmrl-
, montinprotacmmmmtmm o]




support or oppose legislation that could
have a major impact on the company.
in addition, the VIP website provides
information on voter registration and
contacting legislators.

RESPONSIBLE 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 grid
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 modem-
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 1,000 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 stimuius
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 technology
in our five service areas.

For more information on our smart grid
roflout, see the Innovative Products and
Services section of this report.
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GLOBAL REPORTING INITIATIVE

The Global Reporting Initiative (GRI) B3l is
an internationally accepted framework of
economic, environmental and sociat perfor-
mance Indicators. We provide a detailed
response to the GRI indicators &3 on our
website. Below we provide a summary
index to the GRI indicators. With this report
and our online information, we believe we
meet GRI Guidelines Application Level B.

®  Standard Disclosures (pages 2-8, 9)

m  Economic indicators (pages 3, 5-8,
36-37, 39-40)

®  Environmental Indicators
(pages 21-31)

8 Product Responsibility Indicators
(pages 2-8, 14-20)

u  Labor Practices and Decent Work
Indicators (pages 32-35)

DUKE ENERGY CORPORATION 2010 [ 2011 SUSTAINABILITY REPORT

®  Human Rights Indicators — Please see
our index at: http://www.duke-energy.
comy/sustainability/human-rights-
indicators.asp (88

m Society Indicators (pages 36-38,
40-42)

ABOUT OUR DATA

This report contains the best data available
at ime 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,-gathering and reporting processes
to increase the integrity of information
presented.
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