BUILDING BRIDGES TO A LOW-CARBON FUTURE




Our Mission

We make people’s lives better by providing gas and
electric services in a sustainable way. This requires
us to constantly look for ways to improve, to grow

and to reduce our impact on the environment.

OUR DIRECTION IN 2008 AND BEYOND

We must pursue a balanced approach
to meeting future energy needs.

We must balance the reality of a carbon-

In pursuing new supply options, we
consider whether they are available,
affordable, reliable and clean. By
carefully balancing these criteria, we
can make the best decisions for our
customers and our company.

Our options include energy efficiency,

coal gasification, advanced pulverized
coal, nuclear, natural gas-fired genera-
tion and renewable energy.

constrained future with our customers’
energy demands.

Environmental legislation will signifi-
cantly affect Duke Energy. We aim
for fairness for our customers and
shareholders.

In our regulated and commercial
businesses, we will pursue low-carbon
solutions — like clean coal and natural
gas — and no-carbon solutions — like
nuclear and renewable energy. We
will also pursue innovative energy
efficiency and utility of the future
(advanced power grid) initiatives.

We will push for the development of
new technologies to reduce carbon
emissions. Until those technologies
are available, we will meet demand
with current options.

We must find the path to success
during this era of rising costs.

We expect to see increased costs from
modernizing our grid and developing
new generation. We will effectively
manage the costs of these and other
capital projects.

B By running our business well and
providing excellent customer service,
we can minimize price impacts to our
customers and maintain the financial
health of the company.

We must deliver on our commitments.

® We will steadily grow earnings —
making our company attractive
to investors — and achieve our
employee incentive target of
$1.27 per ongoing diluted share.

®  We will continue to balance
our regulated and commercial
investments based on the
business environment.

®  We will strive to be “simply the best.”

OUR VALUES

®  Caring — We look out for each other.
We strive to make the environment
and communities around us better
places to live.

B |ntegrity — We do the right thing.
We honor our commitments. We
admit when we're wrong.

B Openness — We're open to change
and to new ideas from our
co-workers, customers and other
stakeholders. We explore ways to
grow our business and make it better.

®  Passion — We're passionate about
what we do. We strive for excellence.
We take personal accountability for
our actions.

B Respect — We value diverse talents,
perspectives and experiences.
We treat others the way we want
to be treated.

m  Safety — We put safety first in all
we do.

Member 2007/08
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Duke Energy has been named to the
Dow Jones Sustainability Index for
North American companies in the
electric utility sector.

SUSTAINABILITY DEFINED

The Dow Jones Sustainability Index
defines corporate sustainability as

“a business approach that creates
long-term shareholder value by
embracing opportunities and managing
risks deriving from economic, environ-
mental and social developments.”

Duke Energy has internalized sustain-

ability to mean we do business in a
way that is good for people, the planet
and profits.




ABOUT THIS REPORT:

In 2007, we published Duke Energy’s first sustainability plan
and report following the company’s merger with Cinergy. This
2007|2008 Sustainability Report updates our performance
against our five-year sustainability plan.

The fold out on pages 10-13 provides Duke Energy’s
sustainability plan “at a glance” as well as our management
approach. The content in the rest of this publication was
selected to build on — rather than repeat — information from
the 2006|2007 report. On the pages that follow, we report on
our 2007 progress, highlight significant developments toward
achieving our sustainability goals and address the issues that
our stakeholders tell us are most important to them. Additional
information and updates to data in this report are available on
www.duke-energy.com.

A broad index to the Global Reporting Initiative (GRI)
indicators is on page 41. A more detailed index to the GRI
indicators can be found at www.duke-energy.com/environment/
sustainability.asp. With this report and the information on
our Web site, we believe we meet GRI Application Level B.

Over the past year, we have made progress integrating
sustainability into our core
business. The company’s
recently updated mission
statement now explicitly
references sustainability.
And, Duke Energy’s 2007
Summary Annual Report
and this Sustainability
Report share a common
theme — “building bridges
to a low-carbon future.”
Both publications
review our response
to the imperative to
reduce greenhouse
gas emissions.
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Corporate Profile

U.S. FRANCHISED ELECTRIC AND GAS

U.S. Franchised
Electric and Gas
(USFE&G) consists
of Duke Energy’s
regulated genera-
tion, electric and
gas transmission
and distribution
systems. Its
generation portfolio is a mix of fuel
sources — coal, oil/natural gas, nuclear
and hydroelectric. USFE&G is Duke
Energy’s largest business segment and
primary source of earnings growth.

EXPECTED 2008 ONGOING
EBIT CONTRIBUTION — 74%"

Electric Operations

B Owns approximately 28,000
megawatts of generating capacity

Supplies electric service to approxi-
mately 3.9 million customers

Serves territories in five states —
North Carolina, South Carolina, Ohio,
Indiana and Kentucky — that total
about 47,000 square miles

Operates 148,700 miles of electric
distribution lines and a 20,900-mile
electric transmission system

Gas Operations

®  Provides regulated gas transmission
and distribution service to approxi-
mately 500,000 customers over
a 3,000-square-mile service
territory in Ohio and Kentucky

COMMERCIAL POWER

Commercial Power
owns, operates

and manages
nonregulated power
plants, primarily

in the Midwest.
Commercial Power
also includes

Duke Energy
Generation Services (DEGS), which devel-
ops, owns and operates generation sources
(including wind assets) that serve large
energy consumers, municipalities, utilities
and industrial facilities.

EXPECTED 2008 ONGOING
EBIT CONTRIBUTION — 12%"

B Owns and operates a balanced
generation portfolio of approximately
8,000 megawatts

Most of the generation output in
Ohio, over 21 million megawatt-
hours annually, is supplied to
regulated customers

DEGS has contracted to purchase

wind turbines that are capable of
generating approximately 240
megawatts when placed in commercial
operation beginning in 2008 and 2009

DUKE ENERGY INTERNATIONAL

Duke Energy
International (DEI)
operates and
manages power
generation facilities
located in the
Central and South
American countries
of Argentina, Brazil,
Ecuador, El Salvador, Guatemala and Peru.
DEI also owns equity investments in Saudi
Arabia and Greece.

EXPECTED 2008 ONGOING
EBIT CONTRIBUTION — 12%"

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

About 75 percent of DEI's gener-
ating capacity is hydroelectric, and
approximately 90 percent is either
currently contracted or receives a
system capacity payment

* Percent of 2008 forecasted ongoing total segment Earnings Before Interest and Taxes (EBIT) does not

include results for the operations labeled as Other.







Employee opinion survey

2007 was a year of great change within
Duke Energy. Our natural gas pipeline
business was spun off in January. There
were also many changes to familiar
systems and programs as we consolidated
the company. As we do each year,
employees were given an opportunity to
complete an opinion survey. In 2007, 65
percent of our employee population replied.

Headlines from the survey:

= Supervisor-employee relationships:
This aspect of work life received high
marks in many areas. The overall
“supervisory skills” category received
a 72 percent positive rating.

Response: Although we are doing

well, we are determined to do better.

A variety of training programs are
available, and will be required for new
supervisors, to further develop the skills
needed to lead employees effectively.

= Company strategy and leadership:
Slightly less than half of the employees
who responded to the survey felt they
understood the company'’s strategy.

Response: In 2008, the company’s
updated mission, values and direc-
tion are being broadly communicated.
Additionally, executive management
members host monthly “Open Forums”
and other employee discussions at
various locations throughout our service
areas. We are experimenting with other
communications, such as internal
blogs, to address employee questions
and comments.

®  Workload and resources: Employees
felt their workload was increasing due
to cost and workforce reductions.
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Response: To improve efficiency, we
are identifying unnecessary work to
help eliminate the “we’ve always done
it that way” problem. We are also
hiring additional people in selected
areas and targeting specific work that
can be completed more effectively by
contractors.

= Productivity: Sixty-six percent said they

had the right knowledge and skills to
be productive at work, which is a slight
improvement since the previous year's
survey.

Response: We seem to be on the right
track, but again, there is room for
improvement. We have an increased
commitment to employee training

and development through online and
hard-copy resources, as well as classes,
seminars, and craft and technical train-
ing opportunities.

" Rewards: Many employees felt they

were not rewarded for good work.

Response: Since the survey was taken,
job titles and pay structures have been
standardized across the company. Most
jobs have been matched to external
market surveys. And, new performance
management processes are in place

for 2008.

Although the positive responses were
not as high as we would have liked in
many areas, the negative ratings were
generally in the single-digit or low-teen
percentages. Responses that were neutral
made up a large middle segment, which
may be expected as employees become
accustomed to the new company.

TOP TO BOTTOM: LEILA LIGON, ORDER
PROCESS REPRESENTATIVE; CHRISTIAN
NICHOLS, SENIOR MAINTENANCE
ELECTRICIAN
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2007 CHALLENGE

B Help keep our service regions
competitive with other locations

2007 OPPORTUNITY

®  Use our customer and community
programs to help differentiate the
regions we serve

Duke Energy’s success is directly linked

to the communities we serve. We partner
with economic development specialists in
our five-state service territory to help attract
new business and industry. Energy prices
and reliability — coupled with the overall
quality of life — are important criteria when
businesses determine where to locate.

In 2007, Duke Energy’s economic
development specialists worked with state
and regional government officials to help
attract approximately $3.7 billion in capital
investments and 15,270 new jobs to the
five states we serve. That exceeded our
goals of 12,500 new jobs and $2.4 billion
in investment.

While our representatives in each state
were involved in dozens of successful
projects, a few stand out:

Google — Internet search leader Google
is building a data storage center in
Caldwell County, N.C. The company
plans to invest up to $600 million on
its new facility and create 210 new and
relatively well-paying jobs in the next
four years.
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WHAT WE DID IN 2007
B Preserved electric rates
below national averages

m  Helped attract approximately $3.7
billion in capital investment and
15,270 jobs in our service areas

WHAT WE DID IN 2007
B Received high satisfaction
marks from community leaders

m  Awarded approximately $18 million
in contributions to community
programs in our service areas

Honda Jet — This subsidiary of Honda
Motors announced plans to locate

its world headquarters and airframe
assembly plant at Piedmont Triad
International Airport in N.C. Honda will
invest up to $100 million and create
more than 280 jobs with average
wages of more than $70,000 per year.
The plant will produce the company’s
eight-person, twin engine private jet.
Cummins Engine — It is often better to
re-use existing structures than to build
new ones. Cummins Inc. will invest
$250 million and create more than
600 new jobs to produce a new light-
duty diesel engine at its Columbus,
Ind., plant. The building is a former
heavy-duty engine assembly plant that
closed in 2002.

Amylin Pharmaceuticals — This biotech
firm demonstrates the popularity of
southern Ohio for specialized manufac-
turing. Amylin is expanding a facility
that was already under construction
into a $400 million project. About

500 new jobs will be created in Butler
County, Ohio, to produce a new, once-
a-week drug to treat Type 2 diabetes.

Tata Consultancy Services (TCS)
“Insourcing” is a new term that
perfectly describes this new develop-
ment in the Greater Cincinnati region
in 2007. TCS, the largest business
conglomerate in India, announced that
its North American Service Delivery
Center would come to the area. The
$20 million development is expected
to eventually employ approximately
1,000 software engineers, information
technology consultants, sales staff and
administrative support personnel.

Each of these projects will have a
multiplier effect on the number of jobs
created as suppliers, support industries,
and general retailers arrive to serve their
customers.




“Bioscience brings highways, jobs, investment in research
and medical breakthroughs that benefit the people of Ohio
and people around the world.”

— Ohio Governor Ted Strickland

One of the top utilities

Site Selection magazine named Duke
Energy as one of the “Top 10 Utility
Companies of the Year” in economic
development for the ninth consecutive
year. The magazine based its selection
on total capital investment, investment
per capita, total jobs created and jobs
created per capita.

Sustainable communities WABASH RIVER ENHANCEMENT CORP.

The Duke Energy Foundation contributed toward phase 1 of the four-county Wabash
The cost and reliability of energy supplies River (Ind.) Corridor master plan. This plan will focus on sustainable opportunities for
are only two of many factors that concern economic development, recreation, education, health and environmental management.
our customers and communities. Less This is the first regional planning effort for the entire corridor and not just for a section
obvious aspects of economic development within a specific political jurisdiction.
include the quality of educational facilities,
parks and recreational opportunities and CAROLINA THREAD TRAIL
arts and cultural amenities, all of which Duke Energy is the lead corporate sponsor of this effort to connect 15 counties in N.C.
make cities and towns desirable and and S.C. with a system of greenways and trails. We have committed $4.5 million in
sustainable places to grow a business. To cash, land, and in-kind resources toward this project that future generations will enjoy.
help make our communities more sustain- The Trust for Public Land will provide technical assistance to communities throughout
able, Duke Energy offers a Web-based the planning and design process. Catawba Lands Conservancy is the lead agency for
assessment tool for community leaders at the project.

www.global-community.org/duke-energy.

STUDENTS GET HANDS-ON TRAINING IN ARGENTINA

As part of its community relations and sustainability program, DEI Argentina started a
training school, Generar, to provide training on power plant operations, maintenance
and safety to technical school students. Through Generar, Duke Energy contributes to
the development and education of young men and women interested in a career in the
energy industry.

CINCINNATI ZOO AND
BOTANICAL GARDEN

Duke Energy was a significant
contributor to the Leadership in
Energy and Environmental Design
(LEED) certification for a new educa-
tion center. Solar panels should cut
the energy usage by 40 percent.
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TOP TO BOTTOM: KIM GLENN, SUPERVI-
SOR - DISTRIBUTION DESIGN AND CHIP
WOOD, VICE PRESIDENT, BUSINESS AND
COMMUNITY RELATIONS; BRIAN MEYER,
MANAGER, SUBSTATION ENGINEERING;
AND DELIA FISHER, MANAGER, PORTFOLIO
ADMINISTRATION. EMPLOYEES MAKE A DIF-
FERENCE BY PARTICIPATING IN NUMEROUS
COMMUNITY BEAUTIFICATION PROJECTS
DURING OUR GLOBAL SERVICE EVENT.
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Public safety outreach

Duke Energy launched a comprehensive
outreach and education campaign in 2007
to promote public safety and educate
people on how to avoid the dangers of
electricity and natural gas. The project was
a joint effort between Duke Energy’s public
safety team and various vendors.

As part of the outreach campaign, a
safety training kit was created for outside
contractors, emergency response agencies
and schools. Nearly 80,000 kits contain-
ing a safety brochure and poster were
distributed. The kits also included informa-
tion on how to receive additional safety
booklets, equipment decals and a DVD/CD
containing a video, PowerPoint slide show,
presenter notes and a trainer’s guide.

Duke Energy also uses bill inserts
on safety to reach customers. Radio ads
promote electric and natural gas safety,
complementing safety demonstrations.

We reached more than 11,000 individuals
with face-to-face presentations.

To learn more about public safety,
visit our Web site at: www.duke-energy.
com/safety/.

Diverse supplier spending

Spending for goods and services
provided by minority- and woman-
owned businesses increased considerably,
from $143.2 million in 2006 to $187
million in 2007. This 31 percent increase
significantly exceeded our goal of a
5 percent increase, or $150.4 million.
There were two major reasons: One
was a large increase in spending with a
principal supplier; the other was improved
record-keeping. We are consolidating data
from accounts payable systems used by
our Midwest and Carolinas operations and
have better data on small purchases made
with company credit cards. Both improve-
ments help us better track purchases from
diverse suppliers.

Global Service Event: part of the Duke Energy brand

Each spring, Duke Energy’s Global Service Event (GSE) encourages volunteerism and
teamwork by helping employees identify, plan and execute projects that make a difference
in their communities. 2007 was the 10th year of GSE — and the volunteer event
has become an integral part of our company’s brand.

During the 2007 GSE, more than 4,500 employees tackled 500 projects in 156
communities, benefiting 376 different nonprofits. To put this into perspective, Duke
Energy volunteers dedicated the equivalent of seven working years — roughly 15,000

hours — to community service projects.

Volunteerism and service to community continues after retirement. In 2007,
Duke Energy retirees in our 23 chapters volunteered an estimated 245,000 hours

to support hundreds of charitable projects.




2007 community giving summary

Duke Energy contributes to its communities through civic leadership, volunteerism
and contributions. While we often talk about the company’s giving in terms of the
Duke Energy Foundation, that's only part of the story.

Each year, we aggregate all of the contributions made by Duke Energy, including
Foundation and other cash contributions; in-kind gifts and services; and the contributions
and the value of volunteerism of our employees and retirees. In 2007, charitable giving
from the Duke Energy Foundation, Duke Energy Corporation and its employees and
retirees totaled more than $31 million.

FUNDING SOURCE $ MILLIONS ~ COMMENTS

Strategic charitable grants $18.2 Duke Energy charitable dollars are allocated across
supporting the Duke the states we serve, and are evaluated locally by
Energy Foundation’s regional contributions councils. Our direct charitable
philanthropic focus areas. giving supported these focus areas:

® Community vitality — 61%

® Economic development, including education
initiatives — 23%

= Environment and energy efficiency — 16%

Other contributions, goods ~ $2.4 Charitable sponsorships, donations of goods, property
and services and services.

Subtotal: Charitable $20.6 Each year we compare our charitable giving to industry
Giving benchmarks. Our total charitable giving of over $20

million in 2007 is on par with industry benchmarks at
just under 1 percent of pre-tax net income.

Leveraged funds and $10.8 Duke Energy employee and retirees also generously

value of volunteerism contribute volunteer time as well as cash contributions
through company supported programs such as matching
gifts, volunteer grants and United Way campaigns.

Total Giving $31.4

2007 HIGHLIGHTS healthcare or other services for victims
of accidents.
= |n 2007, Duke Energy, its employees

and retirees contributed nearly $5
million to United Way agencies in the
U.S. The United Way of Central Indiana
recognized Duke Energy for the largest
increase in corporate giving in 2007,
47 percent over the previous year.

= Duke Energy Kentucky recently received
the Outstanding Corporate Leadership —
Large Business Award at the 2007
Northern Kentucky Celebration of
Philanthropy.

In addition to the $31 million in charitable

contributions, Duke Energy invested over

m Duke Energy worked hard in 2007 to $17.5 million in our communities through
create positive outcomes in the safety regulatory and other business initiatives,
area by providing nearly $1.3 million to including:
charitable organizations that provided
educational programs on safety and
advocacy for safe work habits, and

= Duke Energy Carolinas’ shared
profits from bulk power marketing
(BPM) through a series of innovative
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programs with industrial custom-

ers, economic developers and public
assistance agencies in the Carolinas.
Contributions from BPM in 2007
totaled over $7.2 million, includ-

ing $2.65 million for programs for
low-income customers such as Share
the Warmth, Cooling Assistance and
Fan Relief; approximately $3 million to
the North Carolina Community College
Grant Program; and $1.58 million to
education in South Carolina through
AdvanceSC. Although the majority

of these dollars provided services in
2007, a portion of the dollars are held
in community funds to be distributed
in coming years.

Low-income energy assistance
programs in Ohio (HeatShare),
Kentucky (WinterCare), and Indiana
(Helping Hand) received over
$750,000 from Duke Energy and
close to an additional $225,000 from
employee and customer contributions.
Programs for low-income customers
in the Carolinas — Share the Warmth,
Cooling Assistance and Fan Relief —
are funded from a variety of sources,
including customer and employee
contributions, BPM profit sharing and
the Duke Energy Foundation.

We announced a unique partner-
ship, valued at $1.5 million, with
Furman University in South Carolina
to showcase the latest technology in
sustainability and energy efficiency.

As part of the Catawba-Wateree hydro
relicensing process, we donated $9.32
million to support the purchase of land
in the Catawba-Wateree River Basin by
the states of North Carolina and South
Carolina for public recreation, wildlife
habitat and/or compatible permanent
conservation.
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2007 CHALLENGE

B Earn the trust of our stakeholders

2007 OPPORTUNITIES

m Differentiate Duke Energy for its
strong governance practices

B Achieve synergies and competitive
advantages from the Cinergy merger

WHAT WE DID IN 2007

m Delivered total shareholder
return of more than 9 percent

B Continued to seek and use
feedback from stakeholders

WHAT WE DID IN 2007

®  Named one of the most ethical
companies in the world by
Ethisphere magazine

B Achieved high scores by variou

S

governance rating organizations

B Communicated our forecast to
achieve 5 to 7 percent growth

in

ongoing diluted earning per share

through 2012

Profitability is the foundation of any sustainable business. In 2007, total shareholder
return, or change in stock price plus dividends, was more than 9 percent. This exceeded

the S&P 500 index of 5.5 percent.

(IN MILLIONS EXCEPT FOR PER SHARE DATA) 2006 2007
Total Operating Revenues $10,607 $12,720
Total Operating Expenses $9,210 $10,222
Net Income $1,863 $1,500
Earnings per Share, Diluted $1.57 $1.18
Dividends per Share $1.26 $0.86
Total Assets $68,700 $49,704
Long-Term Debt $18,118 $9,498

See 2007 Summary Annual Report, “2007 Financial Highlights”

figures above.
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for detailed notes and explanations of

The greatest risks Duke Energy faces

are “stroke of the pen” risks from legisla-
tion and regulation. In 2007, we spent
approximately $2.8 million on federal
lobbying efforts to ensure the voices of our
company, shareholders and other stake-
holders were heard. Our lobbyists study
proposed bills and regulations, consult
with technical and financial specialists,
and provide information to lawmakers so
they can make informed decisions.

The Honest Leadership and Open
Government Act of 2007 was enacted in
September to amend parts of the Lobbying
Disclosure Act of 1995. Among other
provisions, the law now requires quarterly
reports of lobbying activity and funding.
Our first report under this law will be filed
in April 2008.

The importance of Duke Energy
participating in the political process
can be illustrated by the proposed
Lieberman-Warner climate legisla-
tion considered by Congress in
2007. If that proposal were to

be enacted in its current form,

our customers’ bills could increase
dramatically. We will continue

to work with Congress to craft
legislation that helps reduce
greenhouse gas emissions without
unfairly targeting customers who
rely primarily on coal for energy
generation.




Political involvement: DUKEPAC

DUKEPAC is a voluntary, nonpartisan political action committee that encourages
employee participation in the political process and makes contributions to qualified
candidates for public office. Administrative costs associated with operating DUKEPAC
are paid by Duke Energy, as allowed by law. Employee contributions, all of which are
voluntary, go to federal, state and local candidates. DUKEPAC is governed by a Board
of Trustees comprised of company employees. Any DUKEPAC member may make a
recommendation on candidates deserving support, but decisions on which candidates
receive contributions are made by the DUKEPAC Board.

DUKEPAC Contributions — 2007

LOCAL & REGIONAL OFFICE STATE OFFICE FEDERAL OFFICE
Indiana $500 $40,250 $0
Kentucky $0 $2,700 $0
North Carolina $0 $43,750 $0
Ohio $13,000 $84,150 $0
Pennsylvania $0 $2,000 $0
South Carolina $0 $52,000 $0
Various States $0 $0 $137,000
Political Parties $0 $28,950 $0
Leadership PACS $0 $0 $71,000
National Parties $0 $0 $45,000
Other $0 $600 $0
Total $13,500 $254,400 $253,000

Standards of business conduct

All Duke Energy employees are subject

to one or more specific codes of ethical
conduct. The company conducts computer-
based training and/or classes to ensure
understanding and compliance with
company policies and government
regulations. The more far-reaching codes
and the employees affected include:

u  Code of Business Ethics —
All employees

= Code of Business Conduct
and Ethics — Board of Directors

DUKE ENERGY 2007|2008 SUSTAINABILITY REPORT

= Federal Energy Regulatory Commission
Standards/Code of Conduct —
Employees with physical or electronic
access to transmission or marketing
information

= State Codes of Conduct — Employees
who purchase or account for goods
and services within or across state
jurisdictions

= State Ethics Acts — Employees who
interact with state public officials

= Honest Leadership and Open
Government Act (HLOGA) —
Lobbyists as defined by HLOGA

GRASSROOTS INVOLVEMENT
Voices in Politics (VIP) is Duke Energy’s
grassroots organization to educate
employees on political issues and

to seek their support on legislation
important to the company. The VIP
Web site for employees includes a
variety of information, from how to
register to vote to the most effective
ways to communicate with legislators.

WORLD’S MOST

ETHICAL COMPANIES

Duke Energy has been named one of
the World’s Most Ethical Companies
by Ethisphere magazine, a national
publication dedicated to the important
correlation between ethics and profit-
ability. Only three electric utilities
were selected and fewer than 100
companies were identified worldwide.

REPORTING CONCERNS

Duke Energy strives to provide an environ-
ment in which employees feel free to raise
work-related concerns without fear of
intimidation or retaliation. Employees are
encouraged to speak to their supervisors,
but may seek resolution by talking to other
members of management or to human
resource specialists. Those who wish to
remain anonymous have access to an
independent external reporting system.

All allegations are investigated and the
results are reported to the Audit Committee
of the board of directors.
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Board of directors

Clarification of the lead director’s
duties and responsibilities

An effective board of directors is considered =

one of the strongest indicators of share-

holder value and good governance. Elected 4

annually, the 2008 slate of directors

consists of 10 outside members in addition

to Jim Rogers, Duke Energy’s chairman,

president and CEO. Ann Maynard Gray

serves as lead director. In 2007, two new

directors, Daniel R. DiMicco and Philip

R. Sharp, were elected to the board.

Information on all board members is avail-

able at www.duke-energy.com/corporate-

governance/board-of-directors/board.asp. L]
Several corporate governance changes

and clarifications were made in 2007.

These changes and clarifications included:

public company boards on which
our directors may serve

= |Implementation of individual direc
annual self-assessments

= Implementation of an annual
recommendation by the board of

officer succession plan

compliance with the company’s st
ownership requirements

Governance ratings
A number of independent organizations evaluate corporate governance. While we do
not set goals for each rating, we do use them for benchmarking purposes.

Restriction on the number of other

tors’

directors regarding a chief executive

Prohibition on executive officers selling
company stock until such officer is in

ock

DUKE ENERGY DUKE ENERGY

RATING ORGANIZATION SCORE 2006 SCORE 2007 SCALE
The Corporate Library

m TCL Rating B B! A-F (no E)
= Governance Risk Assessment Low Low! Low, Moderate or High

RiskMetrics Group — Corporate Governance Quotient (CGQ)

®  Index Ranking 13.8 91.12 0-100
B Industry Ranking 30.7 93.62 0-100
GovernanceMetrics International

® OQverall Global 9.0 9.5% 0-10

1 As of Dec. 5, 2007. The TCL Rating and Governance Risk Assessment values are published by
permission from The Corporate Library LLC. For further explanation and information, go to
www.thecorporatelibrary.com.

2 As of Feb. 7, 2008. The CGQ scores are published by ISS Governance Services. For further
information, go to www.riskmetrics.com.

3 As of Nov. 30, 2007. GovernanceMetrics International score is published by GovernanceMetrics
International. For further information, go to www.gmiratings.com.
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Following the departure of board
members who became directors of
Spectra Energy Corp, the Duke Energy
board determined that Jim Rogers is its
only non-independent director. Additional
information on corporate governance
can be found at www.duke-energy.com/
investors/default.asp.

Collaboration and
stakeholder engagement

Building bridges from today to a low-
carbon future will require the best

minds — and best leadership — of our

time. Collaboration, communication and
stakeholder engagement are defining
characteristics of successful corporations.
We have actively engaged stakeholders in
energy efficiency collaboratives in each of
our five states, organized dialogues among
national advocacy groups, participated in
regional discussions with water-use stake-
holders and conducted regular focus group
sessions with customers. On page 41, we
summarize some of the expectations of our
stakeholders and how we respond to them.




Stakeholder expectations

Duke Energy is committed to balancing the interests of our stakeholders. We have
several pathways and programs to hear and respond to stakeholders’ needs.

STAKEHOLDERS EXPECTATIONS FULFILLMENTS
Customers B Reasonable costs B Strong management systems
m Reliable supply m Efficient cost control practices
® Good customer service B Business relations managers’
® Safe operations accessibility
B Minimal air and water B Customer satisfaction surveys
emissions = Environmental compliance
m Energy efficiency advice = Customer communication and
= Community involvement Web site information
B Volunteerism
Employees m Safe workplace m Safe work practice policies and training
® Competitive pay and benefits ~ ™ The Portal (online corporate information
® Open communications resource)
m Career development = Career training and development
opportunities B Benchmarking with industry peers
™ Fair and consistent treatment ™ Open Forums with executives
B Strong corporate reputation = Confidential ethics hotline
= Community involvement
Communities B Economic development B Business relations managers’
= Involvement with local involvement in communities
initiatives B Economic development assistance
B Public safety B Global Service Event and other
B Employment opportunities volunteer efforts
® Volunteerism  Duke Foundation grants
B Rapid service restoration = Cooperative service restoration
agreements with other utilities
Suppliers = Fair dealing = Supplier Code of Conduct
® Timely payment B Competitive bidding process
™ QOpportunities to grow their = Confidential ethics hotline
businesses = Minority/women/veterans business
procurement practices
Investors = Competitive returns = Strong financial performance
B Strong board governance 82 years of cash dividends
B Management accountability m Comprehensive management
 Regulatory compliance and ethics policies
B Strong corporate reputation = www.duke-energy.com/investors
® Transparent reporting B Investment grade credit ratings
® Strong balance sheet
Regulators  Reasonable cost and m Effective management policies

reliable supply

Regulatory compliance
Transparent reporting
Collaborative policy debates
Community involvement

and systems
B “No surprises” practices
= Policy leadership

Non-Government
Organizations

Transparent reporting
Accessibility
Problem-solving engagement
Research and policy
leadership

= Partnerships and collaboratives on
several issues and at various levels

® Annual sustainability and financial
reports

= Joint research projects

B Stakeholder dialogues

DUKE ENERGY 2007|2008 SUSTAINABILITY REPORT

GLOBAL REPORTING

INITIATIVE (GRI) BROAD

INDEX TO INDICATORS

Although this report is not structured
in strict conformity with the GRI guide-
lines, we provide a broad index below
and a more detailed index on our Web
site at http://www.duke-energy.com/
environment/global-reporting-initiative.
asp. With this report and online infor-
mation, we believe we meet Application
Level B.

Standard Disclosures
Inside front cover, 1-13, 30, 38-41

Economic Indicators
34-38

Environmental Indicators
20-27

Product Responsibility Indicators
18, 27, 28, 36

Labor Practices and
Decent Work Indicators
28-33

Human Rights Indicators

See our detailed index at
www.duke-energy.com/environment/
global-reporting-initiative.asp.

Society Indicators
27, 36-39
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Independent review

Duke Energy has invited Business for
Social Responsibility (BSR) to conduct
an independent review of the company’s
200712008 Sustainability Report. This
is the second year we have provided our
analysis of Duke Energy’s accomplish-
ments and areas for improvement in
reporting sustainability performance
following the merger of Cinergy and Duke
Energy. It should be noted that our review
neither verifies nor expresses an opinion
on the accuracy, materiality, or complete-
ness of information provided in this report.
The significant strengths and achieve-
ments we observed in this year’s report
include:

= Linking sustainability and business
strategy. This report moves beyond
general discussions of sustainability
risks and opportunities to show how
these considerations have shaped core
business decisions. For example, the
report highlights how sustainability
has informed investment in capital
improvements, spurred the creation of
a new business model, and is changing
the future of Duke Energy’s generation
portfolio.

®u  Response to stakeholder concerns
about coal and nuclear generation. The
CEO letter frankly acknowledges stake-
holder concern about the public health
and climate change impacts of the new
Cliffside 6 coal-fired plant and outlines
the steps the company is taking to
minimize and offset its CO, emissions.
The letter also discuses safe disposal of
nuclear waste and Duke Energy’s active
explorations of alternatives such as fuel
recycling.
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= Transparency. We observed several
instances of open and honest discus-
sion of challenging issues and criticism
in the report. Duke Energy success-
fully communicates the complexity
and uncertainty involved in striving to
reduce carbon emissions given current
business, technical, and regulatory
constraints (see p.8-9). The company
also directly responds to critics who
see a contradiction between its pursuit
of increased generation using coal
technology and its public commitment
to reducing climate change (p.6).

In future reports, we encourage
Duke Energy to strive for the following:

= Continued improvement in report-
ing performance. This year's report
describes the concrete actions taken
to achieve each sustainability goal
and reflects a key recommendation
from our last review to demonstrate

progress against the Sustainability Plan.

Next year we look for Duke Energy to
enhance its measurement of perfor-
mance by: including more indicators
of the impact of these activities, and
placing performance in context by
tracking these indicators over time and
against the social and environmental
outcomes the company seeks to
achieve.

= Integrate other voices and perspectives.
While the company has acknowledged
stakeholder criticism, we encourage
Duke to consider including commentar-
ies from independent, external voices
in future reports, especially on timely
and contentious conversations such

L |

Business for Social Responsibility

as the role of nuclear power, customer
rates, and US climate change policy.
By incorporating and responding to
different perspectives, the company
will deepen stakeholders’ knowledge
and understanding of how Duke Energy
approaches these issues.

®  Share how Duke Energy is creating

a ‘culture of sustainability’ to drive
innovation. Creating a “culture” of
sustainability in the company is identi-
fied in this report as a crucial part of
achieving the sustainability goals and
encouraging the innovation necessary
to meet the 2030 carbon challenge.
The establishment of a formal manage-
ment structure for sustainability is a
step in this direction. We look forward
to hearing how Duke Energy is cultivat-
ing a culture of sustainability amongst
all employees; finding ways to nurture
innovation internally to meet the 2030
challenge; and creatively drawing

on the expertise and imagination of
external stakeholders in pursuit of
these goals.

Anamaria Nino-Murcia

Manager, Energy & Extractives Practice
Business for Social Responsibility
March 19, 2008




Non-GAAP financial measures

2007 ONGOING DILUTED EARNINGS PER SHARE (“EPS”)

Duke Energy's 2007/2008 Sustainability Report references 2007 ongoing diluted EPS of $1.24. The
Sustainability Report also references the company’s 2007 employee incentive target of $1.15. The
EPS measure used for employee incentive bonuses is based on ongoing diluted EPS. Ongoing diluted
EPS is a non-GAAP (generally accepted accounting principles) financial measure, as it represents
diluted EPS from continuing operations, adjusted for the per-share impact of special items. Special
items represent certain charges and credits which management believes will not be recurring on a
regular basis. The following is a reconciliation of reported diluted EPS from continuing operations to
ongoing diluted EPS for 2007:

Diluted EPS from continuing operations, as reported $1.20
Diluted EPS from discontinued operations, as reported (0.02)
Diluted EPS, as reported 1.18
Adjustments to reported EPS:

Diluted EPS from discontinued operations 0.02
Diluted EPS impact of special items (see detail below) 0.04
Diluted EPS, ongoing $1.24

The following is the detail of the $(0.04) in special items impacting diluted EPS for 2007:

(In millions, except per-share amounts) Pre-Tax Tax 2007 Diluted

Amount Effect EPS Impact
Convertible debt costs associated with the spin-off of Spectra $(21) - $(0.02)
Costs to achieve the Cinergy merger (54) 19 (0.03)
IT severance costs (12) 4 -
Settlement reserves and adjustments 24 (©)] 0.01
Total Diluted EPS impact $(0.04)

ANTICIPATED ONGOING DILUTED EPS GROWTH RATES THROUGH 2012

Duke Energy’s 2007|2008 Sustainability Report references the expected range of growth of 5 to 7%
in ongoing diluted EPS through 2012 (on a compound annual growth rate (“CAGR”) basis). These
growth percentages are based on anticipated ongoing diluted EPS amounts for future periods. Ongoing
diluted EPS measure is a non-GAAP financial measure as it represents anticipated diluted EPS from
continuing operations, adjusted for the impact of special items. Special items represent certain
charges and credits which management believes will not be recurring on a regular basis. The most
directly comparable GAAP measure for ongoing diluted EPS is reported diluted EPS from continuing
operations which includes the impact of special items. Due to the forward-looking nature of ongoing
diluted EPS, and related growth rates, for future periods, information to reconcile such non-GAAP
financial measure to the most directly comparable GAAP financial measure is not available at this
time, as management is unable to forecast special items for future periods.

FORECASTED 2008 ONGOING SEGMENT AND TOTAL SEGMENT EBIT

Duke Energy’s 2007/2008 Sustainability Report includes a discussion of forecasted 2008 ongoing
EBIT for each of Duke Energy’s reportable segments as a percentage of forecasted 2008 ongoing total
segment EBIT. Forecasted 2008 ongoing segment and total segment EBIT amounts are non-GAAP
financial measures, as they reflect segment and total segment EBIT, adjusted for the impact of special
items. Special items represent certain charges and credits which management believes will not be
recurring on a regular basis. The most directly comparable GAAP measure for forecasted ongoing
segment EBIT is reported segment EBIT from continuing operations, which includes the impact

of special items. The most directly comparable GAAP measure for ongoing total segment EBIT is
reported total segment EBIT, which includes the impact of special items. Due to the forward-looking
nature of these non-GAAP financial measures for future periods, information to reconcile these
non-GAAP financial measures to the most directly comparable GAAP financial measures is not
available at this time, as management is unable to forecast special items for future periods.

CONTACT INFORMATION

We welcome your comments and
questions about this report. Send

any feedback to:

Roberta Bowman, Senior Vice President
and Chief Sustainability Officer

526 South Church Street

Mail Code: ECO6B

Charlotte, NC 28202
rbowman@duke-energy.com
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CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING INFORMATION

This document includes forward-looking state-
ments within the meaning of Section 27A of

the Securities Act of 1933 and Section 21E of
the Securities Exchange Act of 1934. Forward-
looking statements are based on management’s
beliefs and assumptions. These forward-looking
statements are identified by terms and phrases
such as “anticipate,” “believe,” “intend,”
“estimate,” “expect,” “continue,” “should,”
“could,” “may,” “plan,” “project,” “predict,”
“will,” “potential,” “forecast,” “target,” and similar
expressions. Forward-looking statements involve
risks and uncertainties that may cause actual
results to be materially different from the results
predicted. Factors that could cause actual results
to differ materially from those indicated in any
forward-looking statement include, but are not
limited to:

"o "o

= State, federal and foreign legislative and
regulatory initiatives, including costs of
compliance with existing and future
environmental requirements;

= State, federal and foreign legislative and
regulatory initiatives and rulings that affect
cost and investment recovery or have an
impact on rate structures;

B Costs and effects of legal and administrative
proceedings, settlements, investigations and
claims;

Industrial, commercial and residential growth
in Duke Energy Corporation’s (Duke Energy)
service territories;

Additional competition in electric markets
and continued industry consolidation;

Political and regulatory uncertainty in
other countries in which Duke Energy
conducts business;

The influence of weather and other natural
phenomena on Duke Energy’s operations,
including the economic, operational and
other effects of hurricanes, ice storms,
droughts and tornados;

The timing and extent of changes in
commaodity prices, interest rates and
foreign currency exchange rates;

Unscheduled generation outages, unusual
maintenance or repairs and electric
transmission system constraints;

The performance of electric generation and
of projects undertaken by Duke Energy’s
non-regulated businesses;

The results of financing efforts, including
Duke Energy’s ability to obtain financing
on favorable terms, which can be affected
by various factors, including Duke Energy’s
credit ratings and general economic
conditions;

® Declines in the market prices of equity
securities and resultant cash funding
requirements for Duke Energy’s defined
benefit pension plans;

= The level of credit worthiness of counter-
parties to Duke Energy’s transactions;

®  Employee workforce factors, including the
potential inability to attract and retain key
personnel;

= Growth in opportunities for Duke Energy’s
business units, including the timing and
success of efforts to develop domestic and
international power and other projects;

B The effect of accounting pronouncements
issued periodically by accounting standard-
setting bodies; and

= The ability to successfully complete merger,
acquisition or divestiture plans.

In light of these risks, uncertainties and
assumptions, the events described in the
forward-looking statements might not occur

or might occur to a different extent or at a
different time than Duke Energy has described.
Duke Energy undertakes no obligation to
publicly update or revise any forward-looking
statements, whether as a result of new
information, future events or otherwise.





