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Duke Energy Corperation (Duke Energy) is an energy company that provides its services through three businass segments, The
Company’s busingss segments are L.5. Franchised Flectric and Gas, Commercial Power and International Energy. During the year
gnded December 31, 2008, Crescent was a reportable business segment of Duke Energy. However, in 2008, the Company included
the cperatlons of Crescent: Other business segment. In September 2008, the Company acquired Catamaount Energy Corporation
from Dlamond Castte Partners, In June 2009, the Company's affillate acqulred Aguaytia Energy, LLC from The Maple Gas
Development Corporation, a partially owned subsidiary of Maple Energy pic.
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Key Facts

Kay Executives

Chairman of the Board, President, Chief Executive Officer: Jim

E. Rogers

Group Executive, Chief Financial Gfficer; Interim President of
Cammercial Busingsses: Lynn ). Gaod

Group Executive; President of Commercial Businesses: B, Keith

freat

Hey Financials

Currency:

Sales:

Sales Growth {1 year):
Last Reported Emnplayees
{Date):

Employees Growth (1

News

ushn

13,207.0G m
3.83%

18,250

{27 February 2009)

2.53%

Group Executive, President & Chief Operating Officer - U.5. year):
Franchised Electric and Gas: Jim L. Turner ] Deluitte & Touche, LLP {Deloitte
Selor Vice President, Treasurer: Stephen &. De May Last Reported Auditor Haskins & Sells)
(Date): (27 February 2009)
20,228.89 m
Market Cap (USD): © Uctc:ber 20093
et Intome: 1,362.00 m
Net Profit Margiin: 9.65%
EPS: i1.01
Audit Fees {(Including Non-
Audit Foes): 12,000,000.G0
Non-Audit Fees: a.0e

31 December 2008

Fiscal Year-End Date:

Source: Reuters
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! Peer Sroup
Nearest 10 by Sales

Dow Jones Industry: Electyic Power Generation
Total Number of Compantes: 512

Rank Company Name U;’g'?; Employees Markljéga::‘) Met I‘r:gﬁ)mrﬁ MNet Profie Margin
5 Edison SpA 15,857.46 2,961 9,140,446 511,59 3.27%
G Pacific Gas & Electric Company id,628.00 21,451 £.65 1,195 GG 0. 00%
7 FirstEnergy Corp. 13,G627.00 14,698 13,964.51 1,342.68% 3. 85%
8 Duke Energy Corporation 13,2G7.060 18,250 26,278.89 1,362,006 0.58%
g MidAmerican Engrgy Holding Company 12,668.00 15,800 6.00 3,850.00 (.00%
i Alpig Holding AG 12,358.62 10,253 13,211.82 580.80 5.59%
i1 Exelon Generation Company, 1LC 1, 754.00 9,540 0.40 2.278.00 23.00%
iz NTPC Limbed : §,027.53 23,398 37,246.48 1,666,121 16.98%
i3 Ameren Carporation 2,823,060 9,624 5,412.83 H05.00 8.22%
14 Electric Power Develapment Co., Ltd. 7,393.85 6,581 4,6606,07 203.84 2.77%

Competitien List frem Reuters Research

Saurce: Reuters

MNote: Based on publicly traded company data. ;
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Frmray Evonomist

ANALYSIS; US power
US power price cutlook weakens; Power sutput from US renewables has expanded as if the recession had never happened. Demand-side
management and energy efficiency measures have gathered momentum. The outlook for the power industry is now one of tepid demand

' growth and [ow prices. This might be temporary fallout from the recession, but it couid also reflect demand destruction that belies a more

fundamental structural shift in the US power market.
2627 words

1 September 2009
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ISSN: 0262-7108, Issue 335

English

Copyright 2009 McGraw-HIH, Inc,

Based on long-term trends in power usage and population growth, US demand for power is expected to continue growing at a rate of 1.0% a year on average
out te 2030, according te the Energy Information Administration, but it has falten steadily througheout the recession, The EIA expects electricity use to fall 2%
in 2009 after a 1.6% drop in 2008, before returning to growth of 0.8% in 2010, Some analysts believe even this small rebound could he negatively affected
by initiatives now under way at both state and federal level.

The récession, an expected cap-and-trade bill for carbon emissions, the success of shale gas, support for renewables and Demand-Side Management
inftiatives have combined to create a complex set of drivers for the US power industry. But in terms of output, there are already clear winners and losers from
the recessionary period, although prices are down for all. Comparing cutput in April with that two years earlier, the worst hit segment of the industry is cil-
fired generation, an already small and declinlng sector. While in April 2007 it provided just 1.26% of US electrical power, by April this year, actual output had
been cut by 58.15% from the period two years earlier.

However, it is coal that has seen the largest downtum In absclute terms. Electricity generated from coal, the United States' power industry mainstay, dropped
13.27% between April 2007 and April 2009, By contrast, output frem natural gas-fired plants rose 2.15%, supported by much lewer gas prices, and nuclear

© 3.19%. Conventional hydroelectyic generation was also up 5.58%.

But the big winner is renewables. Taken in isolation, the trend In US renewables power output gives no Indlcation that there has been a financial crisis or
recession at all. Renewables output continues to grow steadily. Power output from this segment in April was up 40.94%, compared with April 2007, while
total US power output dropped 4.64% over the same peried. Renewatles, though, remains a small portion ef the market, providing just 3% of US power in
2008.

However, all power producers have been hit by declining prices, In the Into Clnergy and PIM West regions, day-zhead prices have dropped frem over $90-
$120/MWh in July 2008 to just $30-$40/MWh in July this year. Although showing scme signs of recovery, the Palo Verde and Mid-C regions have also seen
day-ahead power prices half from July last year. In addition, the Housten pricing point in Texas’s ERCOT interconnection has seen a steady downward trend,
despite some recent huge but short-lived spikes.

: . Earnings slump

: ¢ The tough pricing environment has been reflected In second-quarter earnings. North Carolina-based Duke Energy, one the US" largest electrical power
I . companles, posted a small second-gquarter profit, but earnings were down 21% from a year earlier.
! combined capacity of 24,187 MW, reperted a second-quarter loss of $78 million, compared with a $157 million profit in second-quarter 2008,

which owns 62 gas-fired plants with a

Baltimare-based Constellation Energy reported income of $28.3 millllen, compared with $175 milllen In second-quarter 2008, owing principally to $123.8
estments, CEO Mayo Shattuck sald demand destructlon had occurred in nearly every market in the US, Texan company,

Haldings, which has & coal-heavy fleet, appears to be getting further into financial difficultles and saw its ratings lowered deeper into 'junk’
territory by ratings service Moody s In August. The company reported a $155 million foss in the second quarter.

PPL Corp., based in Pennsylvaniz, said that it made a $7 miltion loss in the second quarter, owing primarily to lower wholesale energy margins, lower
domestic electricity sales and unfavorable currency exchange rates. PPL also reduced its 2010 earnings projection based on expectations of [ower margins in
marketing and trading and the continued decline in 2010 wholesale electricity prices.

Texas's RRE Energy pested a loss of $103.7 million in the second quarter on its continuing eperations, although income from the sale of Reliant Fnergy to
NRG shored up its boeks for the quarter. CEQ Mark Jacobs pointed to plummeting gas prices negatlvely affecting the profitability ef the company's coal plants
a5 one of the factors driving down earnings. Allegheny Energy, which has a coal-heavy fleet serving mainly Pennsylvania and West Virginia, saw its second-
quarter income fall to $72.6 million from $154 millien in the year earlier period. Total sales were down 7.2% In the quarter, while the company's generation
fell 21.7%.

DSM impact

While the EIA is predicting a pick-up In eleciricity dermnand In 2010, capacity additions, as well as DSM initiatlves threaten to undermine any recovery in
electricity prices. Several states are implementing programs to cut demand for power. Te de so they are often changing the way utilities are rewarded for
their Investments. Minnesota law directs its utllities to cut electric demand by 1.5% & year. The state's Public Utilities Commisslon is also reviewing steps it
can take to glve utitities Incentives for cutting power use,

In Nevada, NV Energy, the state's only investor-owned utility, is allowed to earn an extra rate of return on its efficiency programs. NV Energy is spending $47
milllon in 2009 on energy efficiency and DSM programs, and plans to roughly double Its Investment in the efficiency arena. It is also seeking permission from
the Public Utilities Commission of Nevada to spend $95.8 milllon In 2010, $108.3 mllifon in 2011 and $124,3 million in 2012, The utility expects the programs
to reduce demand by 125 MW In 2010, 154 MW in 2011 and i66 MW in 2012.

At federal level, the government plans to Issue various apgliance efficlency standards over the next four years. Those standards alone could reduce power use
by 4% in the peried to 203G, according to a recent report by the Amerlcan Councll for an Energy-Efficient Economy. The standards could cut peak demand by
65 GW in 2030, the report said.

In addition, the American Reccvery and Reinvestment Act includes funding for a varlety of DSM and energy efficiency measures. The stimulus bill allocates
$16.8 billion for energy efficiency measures, including $3.1 blllion for state energy programs, $2.2 billion for energy efficiency block grants, $5 billion for
weatherlzailon asslstance programs, and $4.5 billion for a varlety of initiatlves under the rubric of 'smart grids',

Jean-Louls Poirier, senior skrategist at GF Energy, estimates that the smart grid allocations In the Recovery Act could add as much as 35 GW to 70 GW of
demand management and distributed generation resources to the grid by 2020. The net effect could be that peak demand is reduced by between 3% and
6%. A recent report by the Federal Energy Regulatory Commission estimated an even higher potential Impact from DSM pregrams. It estimated they could
reduce forecasted US peak electricity demand between 37 GW and 188 GW by 2019,

Page 1 of 2
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Demand destruction

These factors have prompted consulting firm Pace to lower Its demand estimates. Over the past several years, forecasting organizations, Including the North
American Electric Reliability Council and Pace, have projected US electricity demand growth te approach 2% per year over the next ten years and longer. Pace
now believes that demand grewth could be less than half that rate over the next ten years under some conditions and that the US rate of load growth could
continue to decline with efficlency improvements and mere aggressive demand-side management by utilities and load-serving entities.

These factors contribute to what Public Service Enterprise Graup, In an internal publication, called a double whammy. "Getting less money for every itam sold
certalnly hurts profits, but it is compounded when less of the product is sold as well. Unfortunately, that's the situation faced by PSEG Power," the company's
unrequlated generation unit, the report said.

Usually when prices go down it stimulates people to buy more of that product or service, but DSM could prompt a permanent downward shift in demand.
Spakesman Paul Rosengren said that PSEG is going to be watching carefully to see if "customer demand returns to more normal levels ar if there has been
significant demand destruction.”

On the regulated slde, Mark Kahrer, vice president of firance at Public Service Electric & Gas, noted that sales at the utility were down 1.5%, but that they
could drop by as much as 2%. Part; of the answer, Kahrer said, Is to get offsets from energy efficiency programs. PSERG's strategy Is "to continue to make
investments in energy efficiency so it becomes almost neutral.”

Renewable competition

On the supply side, some analysts argue that there is too much emphasis en renewables -- adding unecanomic generation in not just kad for prices, it could
have wider negative repercusslons, they say. If demand coatinues to decline or grow slowly, energy prices can be expected to follow, and that does not
provide a strong incentive for new renewable development, said Art Holland, vice president of utility and risk services at Pace.

The possible impact of new renewable generation capacity coming online Is also a concern for Paul Fremont, an analyst with Jeffri Ca. Much of the
renewable generation that is being built is not being driven by the economics of supply and demand, but Is belng built to satisfy regulatery and legislative
mandates, he sald. If environmentally friendly generation continues to be added irrespective of supply and demand, it could change the fundamentais, he
argues. "For merchants, the period of attractive pricing has been pushed out, and it may not occur,” he warned.

George Glven, head of giebal power for Wood Mackenzie, said in a recent repart that the confluence of negative load growth, a weak recovery and low fuel
prices Is compressing margins and creating a "perfect storm” for merchant generators. He said that significant amounts of new capacity, much of it ceal-fired,
are éxpected to come online by 2013, which would help sustain the overbuild and delay the rebound. Whether one sees new coal-fired plants or new
renewable additions tiiting the supply equation, If supply Is added and demand continues to weaken, It does not bode well for a rebound In power prices.

Even if output from renewables shows a strongly rising trend, It doesn't mean that renewable energy companles are escaping entirely unscathed frem the
recession. California-based wind turbine maker Clipper Windpower said in August that it expects 2009 full year margins to benefit from lower component,
manufacturing and remediation costs compared with 2008. But it noted that the US market for wind turbines remained depressed throughout first-half 2009,
owing to a significant decrease In project finance availabllity, resulting In & dramatic industry-wide decrease In turbine orders versus first-half 2008. The
sitration Is beglaning to improve, though, "as financing beglns to return to the market."

Clipper said it had delivered 127 wind turbines through June 30 and expects te dellver about 300 turblnes comprising 750 MW this year. The company also
reported its Britannia £0 MW offshore wind turbine "continues to advance with design completion scheduled by the end of 2009 and component testing
planned to start in 2310."

In another sign of uncertainty, power giant FPL Group sald It planned to cut back Its wind energy growth despite the strong performance of its renewables
affiliate. FPL said It would slash the amount of wing capacity it plans te build in 2010 by 28%. It painted to lower electricity demand, which It sald Is making
US utilities reluctant to sign long-term power purchase contracts, CFO Armando Pimentel said FPL now intends to construct 1 GW of wind projects [n 2010,
down from 1.4 GW planned earlier.

He said, "We contlnue to believe this is not the market to be buflding uncontracted plants." Pimental said FPL's decision to reduce Its planned wind capacity
expanslon Is a direct result of the economic recession that has cut US power use 4% year-over-year. But he noted that the situation could quickly change:
"The Senate cauld get more serious about a ¢climate bill, even a renewable energy portfolio standard, but based on today, we see a lower power purchase
agreement market in 2010."

Legislation establlshing a national cap-and-trade program for carbon emissions is the only way to ensure renewahle energy can compete with traditional
generating sources, FPL Chairman and CEO Lew Hay kold analysts. Although the US House of Representatives passed a broad energy and climate-change bill
in late June, the Senate has put off action untl it returns from Its recess in September.

FPL, through Its unregulated generating unit NextEra Energy, has 820 MW of wind capacity under construction or approved, and expects to add L GW in 2009,
Pimentel said, Next&ra, which describes itself as the largest wind and solar generator in North America, has 17 GW of renewables capacity in operation. In
releasing it quarterly results, FPL sald NextEra's net income grew $183 million, while net income at Its rate-regulated power utility, Florida Power & Light, fell
%4 milllon.

Structural shift

Renewables, other than conventlonal hydro, made up only 3% of total US power autput in 2008, but the sector s expanding despite the recession, sheltered
by stimulus spendlng, Incentlves and state level mandates for it5 use. Demand-side management is also a continuing growkh area and both i€ and renewables
are likely to benefit fram cap-and-trade leglslation. Although both small relative to the size of the overall US market, the bwo together could have a material
impact on the need for more traditional generating plant, and this Impact will be accentuated in a slow demand growth environment.

The fall back options, given cap-and-trade penalties that become tougher over time, are natural gas and nuclear, rather than coal. Owing to the success of
shale gas development, US gas reserves are on the rise, while the country still has significant resources that cauld be brought to the lower-48 market from
Alaska and Canada's MacKenzie Delta. Glven also mare than sufficlent LNG regasificatlon capacity, natural gas prices look likely to stay low, providing tough
competition far coal. Not only will cap-and-trade legistation make coal more expensive to develop and burn relatlve to natural gas, but more abundant gas in
the US could undermine cozl as the default aption In terms of enargy security.

Where this leaves nuclear Is more uncertaln. In a low growth, low price scenarlo, in which capital remalns hard to come by, nuclear financing is unlikely to
becomne any easier. Nuclear's praspects as a low-carbon technology are more likely to be driven by the need for plant replacement than to meet new demand
growth. Because of its current low market penetration, a lot of renewable power generation capacity could be added to US grids without the need for much
additlonal reserve capacity. This would alsa he helped by overall weak demand growth. Coal, nuclear and gas would then have to battle it out to see which
replaces the more aged sections of the US power fleet.
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Dow Jones Company Report for Duke Energy Corp

:Dynegy Ine.
The Southem Gompany’

American Electric Power Company, Inc,

PG&E Corporation o

Consoiidated Edison, Inc.

‘Pragress Efiergy, Iric, "= & haoomelT L e e o
‘Mirant Corporation

Ailegheny Energy, Inc.

Source: Reuters  FPublication Date: 07-00k-2008

Overview and History
Overview

Duke Energy Corporation (Duke Energy) is an energy company engaged in generation, transmission, and distribution of electricity. It is
also engaged in natural gas transportation, distribution, and storage, risk management, and energy marketing. The company primarily
operates in the US, The company is headquartered in Charlotte, North Carolina and employs about 17,800 peaple.

The company recorded revenues of $12,720 million during the financial year ended December 2007 (FY2007), an increase of 19.9%
over the financial year ended December 2006 (FY2006). The operating profit of the company was $2,493 milfion during FY2007, an
increase of 36.9% over FY2008, The net profit was $1,500 million in FY2007, a decrease of 19.5% compared with FY2008.

Dbuke Energy Corporation {Duke Energy) is an energy company engaged in generation, transmission, and
distribution of electricity. The company's key products and servicee include the following:

1S franchised electric and gas:

Power supply and delivery

Transmission and distribution

Asset planning and management

International energy:

Risk management

Power and natural gas sales and marketing (ocutside the US)
Energy.infrastructure management and operation

Commercial power:

Non-regulated merchant power plants management and cperation
Wholesdle marketing and procurement of electric powexr

(rescent Resources:

Commercial real estate development
Residential real estate develcopment
Land management

Other activities:

Commodity buying and selling
Insurance and reingurance services

History

Duke Energy Corporation (Duke Energy) was established in 1804 as the Catawba Power Company. In the same vear, the cormpany
founded the Catawba Mydro Station, located in York County, which becarne the first generating station on the Duke system. This was
followed in 1907 by the first steam plant operated by Duke Power, a 1500-kilowatt steam engine leased from the Highland Park Cotton

DOWIONES
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Duke Energy is the third largest electric
power holding company in the United
States, based on kilowatt-hour sales.
Our regulated utility operations serve
approximately 4 million customers
located in five states in the Southeast
and Midwest, representing a population
of approximately 11 million people.

Our commercial power and international
business segments own and operate
diverse power generation assets in North
America and Latin America, including a
growing portfolio of renewable energy
assets in the United States.
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this increase in energy efficiency has no
impact on their comfort and convenience.

In fact, in cther areas where this technology

is in use, cusiomers often aren't even awale

of it until they see the savings cn their monihly
electric bill.

This grid eptirization project is just one
way we are using new technologies to go
beyond the meter — to creats new pariner-
ships with our customers to significantly
increase energy efficiency and raduce our
environmential impact.

Reguiation Focus

Imagine a regulated utility where cusiorners
ate: charged for the value thay receive instead
would focus or lowering their coste and
delivering valuable services (o customers.

If the services don't produce value, the
customier doess't pay.

This is the hasic premise behing Duke
Energy's innovative save-a-watt approach in
enargy efficiency. Itis a fundamental shift
away from the traditional cost-of-service
maodel, focusing instead on a value-of-service
regulatory model. Under save-a-watt, Duke
Energy must ensure that its energy efficiency
programs produce value in the form of verifi-
able energy reductions in order for the
company to recove! its costs,

This simple concept changes the utility’s focus
from spending money o creating value for
customears. Such a transforation is not
simpte. In traditional cost-of-service reguiatory
madels, custorners pay a charge for every
kilowatt-hour they consume. Utilities recover
theis costs and earn a return for investments in
physical assets (such as power plants, poles
and meters}. Buf energy efficiency Lindermines
the utifity's profitability through reduced sales.

On the other hand, the save-a-watll modal
provides compensation based on the vaiue
created — a portion of the cost avoided from
iot building new plants. it also plovides

a comparable return on investments in
physical assets,

22 Duke Enerpy

Unlike other regulatory approaches to enargy
efficiency, save-g-watt ensures customers

only pay for actual reductions in energy use
because all programs underga & rigorous third-
party process io verify their energy savings.

Under maore fraditional repulatory madels,
customers pay for energy efficiency programs,
regardless of whether they achieve the
intended results. # power has io be sourced
to compensate for a shortfall in energy
efficiency, customers end up paying twice —
ehce for the energy efficiency programs and
again for the cost of the power. But under the
save-a-wall model, the utility takes the risk:

if the Intended energy efficiency resulis aren't
achievad, the customer doesn't pay.

&

From left to right:
Because retums ara based on customer
value and not on how much was spent on
the programs, the save-a-watt model ensures
that the ulility stays focused on fowering
costs and increasing energy reductions for
customers, This also encourages the ulility
to develop innovative energy-saving services
that will achieve mora energy reductions

and lower costs for customers.

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

Raiford Smith

Director,

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

Dick Stevie

Managing Director,

Customer Market Analytics
Corporate Strategy and Planning
Cincinnati, Ohio

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

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

the fong term, the utitity will be able 1o

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

The save-a-wall approach to anergy efficiency
will help custemers save money, create jobs
for our economy and reduce environmental
impacts. At the same time, it provides utilities
with a way to giow their business, I fruly is

a win for customers, the local community,
investors and the environment, Our save-a-
walt program was approved by Ohio regulators
fate fast vear. We continue (o seek its regula-
iory approval in the other states where we
have regulated utility operations.
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