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^ ^ Submitted Hold Orders (such excess being hereinafter referred to as the "Available Auction Rate 
Bonds"); and 

(B) from such Submitted Orders whether: 

(1) the aggregate principal amount of Outstanding Auction Rate Bonds 
subject to Submitted Bids by Potential Holders specifying one or more rates equal to or 
lower than the Maximum Auction Rate exceeds or is equal to the sum of: 

(2) the aggregate principal amount of Outstanding Auction Rate Bonds 
subject to Submitted Bids by Existing Holders specifying one or more rates higher than 
the Maximum Auction Rate; and 

(3) the aggregate principal amount of Outstanding Auction Rate Bonds 
subject to Submitted Sell Orders; 

(in the event such excess or such equality exists, other than because the sum of the principal 
amounts of Auction Rate Bonds in subclauses (2) and (3) above is zero because all of the 
Outstanding Auction Rate Bonds are subject to Submitted Hold Orders, such Submitted Bids in 
subclause (1) above being hereinafter referred to collectively as "Sufficient Clearing Bids"); and 

(C) if Sufficient Clearing Bids have been made, the lowest rate specified in such 
Submitted Bids (which will be the "Winning Bid Rate") such that if 

(I)(aa) each such Submitted Bid from Existing Holders specifying such lowest 
rate and (bb) all other Submitted Bids from Existing Holders specifying lower rates were 
rejected, thus entitling such Existing Holders to continue to hold the principal amount of 
Auction Rate Bonds subject to such Submitted Bids; and 

(II)(aa)each such Submitted Bid from Potential Holders specifying such lowest 
rate and (bb) all other Submitted Bids from Potential Holders specifying lower rates were 
accepted; the result would be that such Existing Holders described in subclause (1) above 
would continue to hold an aggregate principal amount of Outstanding Auction Rate 
Bonds which, when added to the aggregate principal amount of Outstanding Auction 
Rate Bonds to be purchased by such Potential Holders described in subclause (2) above, 
would equal not less than the Available Auction Rate Bonds. 

(ii) Promptly after the Auction Agent has made the determinations pursuant to 
paragraph (i) of this subsection (c), the Auction Agent will advise the Paying Agent and the 
Company of the Maximum Auction Rate and the All Hold Rate and the components thereof on 
the Auction Date and, based on such determinations, the Auction Rate for the next succeeding 
interest Period (the "Auction Rate ") as follows: 

(a) if Sufficient Clearing Bids have been made, that the Auction Rate for the 
next succeeding Interest Period will be equal to the Winning Bid Rate so determined; 

v^,-
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(b) if Sufficient Clearing Bids have not been made (other than because all of 
the Outstanding Auction Rate Bonds are subject to Submitted Hold Orders), that the 
Auction Rate for the next succeeding Interest Period will be equal to the Maximum 
Auction Rate; or 

(c) if all outstanding Auction Rate Bonds are subject to Submitted Hold 
Orders, that the Auction Rate for the next succeeding Interest Period will be equal to the 
All Hold Rate, 

(d) Existing Holders will continue to hold the Principal amount of Aucfion Rate 
Bonds that are subject to Submitted Hold Orders, and, based on the determinafions made 
pursuant to (c)(i) above, Submitted Bids and Submitted Sell Orders will be accepted or rejected 
and the Auction Agent will take such other action as set forth below: 

(i) If Sufficient Clearing Bids have been made, all Submitted Sell Orders will 
be accepted and, subject to the provisions of paragraph (iv) of this subsection (d), 
Submitted Bids will be accepted or rejected as follows in the following order of priorify 
and all other Submitted Bids will be rejected: 

(A) Existing Holders' Submitted Bids specifying any rate that is higher 
than the Winning Bid Rate will be accepted, thus requiring each such Existing 
Holder to sell the aggregate principal amount of Auction Rate Bonds subject to 
such Submitted Bids; 

(B) Existing Holders' Submitted Bids specifying any rate that is lower 
than the Winning Bid Rate will be rejected, thus entitling each such Existing 
Holder to continue to hold the aggregate principal amount of Auction Rate Bonds 
subject to such Submitted Bids; 

(C) Potential Holders' Submitted Bids specifying any rate that is lower 
than the Winning Bid Rate will be accepted, thus requiring such Potential Holder 
to purchase the aggregate principal amount of Auction Rate Bonds subject to such 
Submitted Bids; 

(D) Each Existing Holders' Submitted Bid specifying a rate that is 
equal to the Winning Bid Rate will be rejected, thus entitling such Existing 
Holder to continue to hold the aggregate principal amount of Auction Rate Bonds 
subject to such Submitted Bid, unless the aggregate principal amount of 
Outstanding Auction Rate Bonds subject to all such Submitted Bids will be 
greater than the principal amount of Auction Rate Bonds (the "remaining 
principal amount") equal to the excess of the Available Auction Rate Bonds over 
the aggregate principal amount of Auction Rate Bonds subject to Submitted Bids 
described in clauses (B) and (C) of this paragraph (i), in which event such 
Submitted Bid of such Existing Holder will be rejected in part, and such Existing 
Holder will be entUled to continue to hold the principal amount of Auction Rate 
Bonds subject to such Submitted Bid, but only in an amount equal to the 
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aggregate principal amount of Auction Rate Bonds obtained by multiplying the 
remaining principal amount by a fraction the numerator of which will be the 
principal amount of Outstanding Auction Rate Bonds held by such Existing 
Holder subject to such Submitted Bid and the denominator of which will be the 
sum of the principal amount of Outstanding Auction Rate Bonds subject to such 
Submitted Bids made by all such Existing Holders that specified a rate equal to 
the Winning Bid Rate; and 

(E) Each Potential Holder's Submitted Bid specifying a rate that is 
equal to the Winning Bid Rate will be accepted but only in an amount equal to the 
principal amount of Auction Rate Bonds obtained by multiplying the excess of the 
aggregate principal amount of Available Auction Rate Bonds over the aggregate 

. principal amount of Auction Rate Bonds subject to Submitted Bids described in 
clauses (B), (C) and (D) of this paragraph (i) by a fraction the numerator of which 
will be the aggregate principal amount of Outstanding Auction Rate Bonds 
subject to such Submitted Bid and the denominator of which will be the sum of 
the principal amounts of Outstanding Auction Rate Bonds subject to Submitted 
Bids made by all such Potential Holders that specified a rate equal to the Winning 
Bid Rate. 

(ii) If Sufficient Clearing Bids have not been made (other than because all of 
the Outstanding Auction Rate Bonds are subject to Submitted Hold Orders), subject to 
the provisions of paragraph (iv) of this subsection (d). Submitted Orders will be accepted 
or rejected as follows in the following order of priorify and all other Submitted Bids will 
be rejected: 

(A) Existing Holders' Submitted Bids specifying any rate that is equal 
to or lower than the Maximum Auction Rate will be rejected, thus requiring such 
Existing Holders to continue to hold the aggregate principal amount of Auction 
Rate Bonds subject to such Submitted Bids; 

(B) Potential Holders' Submitted Bids specifying any rate that is equal 
to or lower than the Maximum Auction Rate will be accepted, thus requiring each 
Potential Holder to purchase the aggregate principal amount of Auction Rate 
Bonds subject to such Submitted Bids; and 

(C) Each Existing Holder's Submitted Bid specifying any rate that is 
higher than the Maximum Auction Rate and the Submitted Sell Order of each 
Existing Holder will be accepted, thus entitling each Existing Holder that 
submitted any such Submitted Bid or Submitted Sell Order to sell the Auction 
Rate Bonds subject to such Submitted Bid or Submitted Sell Order, but in both 
cases only in an amount equal to the aggregate principal amount of Auction Rate 
Bonds obtained by multiplying the aggregate principal amount of Auction Rate 
Bonds subject to Submitted Bids described in clause (B) of this paragraph (ii) by a 
fraction the numerator of which will be the aggregate principal amount of 
Outstanding Auction Rate Bonds held by such Existing Holder subject to such 
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Submitted Bid or Submitted Sell Order and the denominator of which will be the 
aggregate principal amount of Outstanding Auction Rate Bonds subject to all such 
Submitted Bids and Submitted Sell Orders. 

(iii) If all Outstanding Auction Rate Bonds are subject to Submitted Hold 
Orders, all Submitted Bids will be rejected. 

(iv) If, as a result of the procedures described in paragraph (i) or (ii) of this 
subsection (d), any Existing Holder would be entUled or required to sell, or any Potential 
Holder would be entitled or required to purchase, a principal amount of Auction Rate 
Bonds that is not equal to an Authorized Denomination therefor the Auction Agent will, 
in such manner as it in its sole discretion determines, round up or down the principal 
amount of Auction Rate Bonds to be purchased or sold by any Existing Holder or 
Potential Holder so that the principal amount of Auction Rate Bonds purchased or sold by 
each Existing Holder or Potential Holder will be equal to an Authorized Denomination, 
even if such allocation results in one or more of such Potential Owners not purchasing 
any Auction Rate Bonds. 

(v) Based on the results of each Auction, the Auction Agent will determine 
the aggregate principal amount of Auction Rate Bonds to be purchased and the aggregate 
principal amount of Auction Rate Bonds to be sold by Potential Holders and Existing 
Holders on whose behalf each Broker-Dealer submitted Bids or Sell Orders and, with 
respect to each Broker-Dealer, to the extent that such aggregate principal amount of 
Auction Rate Bonds to be sold differs from such aggregate principal amount of Auction 
Rate Bonds to be purchased, determine to which other Broker-Dealer or Broker-Dealers 
acting for one or more purchasers such Broker-Dealer will deliver, or from which other 
Broker-Dealer or Broker-Dealers acting for one or more sellers such Broker-Dealer will 
receive, as the case may be. Auction Rate Bonds. 

Adjustment in Percentages. The Broker-Dealer will adjust the All Hold Rate and the 
Applicable Percentage used in determining the Maximum Auction Rate, if any such adjustment 
is necessary, in the good faith judgment of the Broker-Dealer, with the consent of the Company. 
In making any such adjustment, the Broker-Dealer will take the following factors into account: 

(i) short-term taxable and tax-exempt market rates and indices of such 
short-term rates; 

(ii) the market supply and demand for short-term tax-exempt securities; 

(iii) yield curves for short-term and long-term tax-exempt securities or 
obligations having a credit rating that is comparable to the Auction Rate Bonds; 

(iv) general economic condUions; and 

(v) economic and financial factors present in the securUies industry that 
may affect or that may be relevant to the Auction Rate Bonds. 
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The Broker-Dealer will effectuate an adjustment in the All Hold Rate and the 
Applicable Percentage used to determine the Maximum Auction Rate by delivering to the 
Company, the Trustee, the Paying Agent and the Auction Agent at least five days prior to the 
Auction Date on which the Broker-Dealer desires to effect such change a certificate in 
substantially the form as required by the Indenture, authorizing the adjustment of the All Hold 
Rate and the Applicable Percentage used to determine the Maximum Auction Rate, which will 
be specified in such certificate. 
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APPENDIX D 

SETTLEMENT PROCEDURES 

The following Settlement Procedures are as set forth in ExhibU A to the inifial Broker-
Dealer Agreement. 

(a) Not later than 3:00 P.M. on each Auction Date, the Auction Agent is required to 
notify by telephone or telecopy the Broker-Dealers that participated in the Auction held on such 
Auction Date and submitted an Order on behalf of any Existing Holder or Potential Holder of: 

(i) the Auction Rate fixed for the next Interest Period. 

(ii) whether there were Sufficient Clearing Bids in such Auction; 

(iii) if such Broker-Dealer (a "Seller's Broker-Dealer") submitted a Bid or a 
Sell Order on behalf of an Exisfing Holder, whether such Bid or Sell Order was accepted 
or rejected, in whole or in part, and the principal amount of Auction Rate Bonds, if any, 
to be sold by such Existing Holder; 

(iv) if such Broker-Dealer (a "Buyer's Broker-Dealer") submitted a Bid on 
behalf of a Potential Holder, whether such Bid was accepted or rejected, in whole or in 
part, and the principal amount of Auction Rate Bonds, if any, to be purchased by such 
Potential Holder; 

(v) if the aggregate principal amount of Auction Rate Bonds to be sold by all 
Existing Holders on whose behalf such Broker-Dealer submitted Bids or Sell Orders is 
different than the aggregate principal amount of Auction Rate Bonds to be purchased by 
all Potential Holders on whose behalf such Broker-Dealer submitted a Bid, the name or 
names of one or more other Buyer's Broker-Dealers (and the Participant, if any, of each 
such other Buyer's Broker-Dealer) acting for one or more purchasers of such excess 
principal amount of Auction Rate Bonds and the principal amount of Auction Rate Bonds 
to be purchased from one or more Existing Holders on whose behalf such Broker-Dealer 
acted by one or more Potential Holders on whose behalf each of such other Buyer's 
Broker-Dealers acted; and 

(vi) if the principal amount of Auction Rate Bonds to be purchased by all 
Potential Holders on whose behalf such Broker-Dealer submitted a Bid exceeds the 
amount of Auction Rate Bonds to be sold by all Existing Holders on whose behalf such 
Broker-Dealer submitted a Bid or a Sell Order, the name or names of one or more 
Seller's Broker-Dealers (and the name of the agent member, if any, of each such Seller's 
Broker-Dealer) acting for one or more sellers of such excess principal amount of Auction 
Rate Bonds and the principal amount of Auction Rate Bonds to be sold to one or more 
Potential Holders on whose behalf such Broker-Dealer acted by one or more Existing 
Holders on whose behalf of each of such Seller's Broker-Dealers acted; 
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(vii) unless previously provided, a list of all Applicable Auction Rate Bonds 
Rates and related Interest Periods (or portions thereof) since the last Interest Payment 
Date; and 

(viii) the Auction Date for the next succeeding Auction. 

(b) On each Auction Date, each Broker-Dealer that submitted an Order on behalf of 
any Existing Holder or Potential Holder shall: 

(i) advise each Existing Holder and Potential Holder on whose behalf such 
Broker-Dealer submitted a Bid or Sell Order in the Auction or such Auction Date 
whether such Bid or Sell Order was accepted or rejected, in whole or in part; 

(ii) instruct each Potential Holder on whose behalf such Broker-Dealer 
submitted a Bid that was accepted, in whole or in part, to instruct such Bidder's 
Participant to pay such Broker-Dealer (or its Participant) through DTC the amount 
necessary to purchase the principal amount of Auction Rate Bonds to be purchased 
pursuant to such Bid against receipt of such principal amount of Auction Rate Bonds; 

(iii) in the case of a Broker-Dealer that is a Seller's Broker-Dealer, instruct 
each Existing Holder on whose behalf such Broker-Dealer submitted a Sell Order that 
was accepted, in whole or in part, or a Bid that was accepted, in whole or in part, to 
instruct such Existing Holder's Participant to deliver to such Broker-Dealer (or its 
Participant) through DTC the principal amount of Auction Rate Bonds to be sold 
pursuant to such Bid or Sell Order against payment therefor; 

(iv) advise each Existing Holder on whose behalf such Broker-Dealer 
submitted an Order and each Potential Holder on whose behalf such Broker-Dealer 
submitted a Bid of the Auction Rate for the next Interest Period; 

(v) advise each Existing Holder on whose behalf such Broker-Dealer 
submitted an Order of the next Auction Date; and 

(vi) advise each Potential Holder on whose behalf such Broker-Dealer 
submitted a Bid that was accepted, in whole or in part, of the next Auction Date. 

(c) On basis of the information provided to it pursuant to paragraph (a) above, each 
Broker-Dealer that submitted a Bid or Sell Order in an Auction is required to allocate any funds 
received by it pursuant to paragraph (b)(ii) above, and any Auction Rate Bonds received by it 
pursuant to paragraph (b)(iii) above, among the Potential Holders, if any, on whose behalf such 
Broker-Dealer submitted Bids, the Existing Holders, if any, on whose behalf such Broker-Dealer 
submitted Bids or Sell Orders in such Auction, and any Broker-Dealers identified to U by the 
Auction Agent following such Auction pursuant to paragraph (a)(v) or (a)(vi) above. 

(d) On each Auction Date: 
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Date: 

(i) each Potential Holder and Existing Holder with an Order in the Auction on 
such Auction Date shall instruct its Participant as provided in (b)(ii) or (b)(iii) above, as 
the case may be; 

(ii) each Seller's Broker-Dealer that is not a Participant in DTC shall instruct 
is Participant to (A) pay through DTC to the Participant of the Existing Holder delivering 
Auction Rate Bonds to such Broker-Dealer following such Auction pursuant to (b)(iii) 
above the amount necessary, including accrued interest, if any, to purchase such Auction 
Rate Bonds against receipt of such Auction Rate Bonds, and (B) deliver such Auction 
Rate Bonds through DTC to a Buyer's Broker-Dealer (or its Participant) identified to 
such Seller's Broker-Dealer pursuant to (a)(v) above against payment therefor; and 

(iii) each Buyer's Broker-Dealer that is not a Participant in DTC shall instruct 
its Participant to (A) pay through DTC to a Seller's Broker-Dealer (or its Participant) 
identified following such Auction pursuant to (a)(vi) above the amount necessary, 
including accrued interest, if any, to purchase the Auction Rate Bonds to be purchased 
pursuant to (b)(ii) above against receipt of such Auction Rate Bonds, and (B) deliver such 
Auction Rate Bonds through DTC to the Participant of the purchaser thereof against 
payment therefor. 

(e) On the first Business Day of the Interest Period next succeeding each Auction 

(i) each Participant for a Bidder in the Auction on such Date referred to in 
(d)(i) above shall instruct DTC to execute the transactions described under (b)(ii) or 
(b)(iii) above for such Auction, and DTC shall execute such transaction; 

(ii) each Seller's Broker-Dealer or its Participant shall instruct DTC to execute 
the transactions described in (d)(ii) above for such Auction, and DTC shall execute such 
transaction; and 

(iii) each Buyer's Broker-Dealer or its Participant shall instruct DTC to 
execute the transactions described in (d)(iii) above for such Auction, and DTC shall 
execute such transactions. 

(f) If an Existing Holder selling Auction Rate Bonds in an Auction fails to deliver 
such Auction Rate Bonds (by authorized book-entry), a Broker-Dealer may deliver to the 
Potential Holder on behalf of which it submitted a Bid that was accepted a principal amount of 
Auction Rate Bonds that is less than the principal amount of Auction Rate Bonds that otherwise 
was to be purchased by such Potential Holder. In such event, the principal amount of Auction 
Rate Bonds to be so delivered shall be determined solely by such Broker-Dealer. Delivery of 
such lesser principal amount of Auction Rate Bonds shall constitute good delivery. 
Notwithstanding the foregoing terms of this paragraph (f), any delivery or nondelivery of 
Auction Rate Bonds which shall represent any departure from the results of an Auction, as 
determined by the Auction Agent, shall be of no effect unless and until the Auction Agent shall 
have been notified of such delivery or nondelivery in accordance with the provisions of the 
Auction Agent and the Broker-Dealer Agreement. 
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V.̂ _ .̂- APPENDIX E l 

PROPOSED FORM OF BOND COUNSEL OPINION 

November 18,2004 

Banc of America SecurUies LLC 
New York, New York 

Ohio Air Qualify Development Authority 
Columbus, Ohio 

The Cincinnati Gas & Electric Company 
Cincinnati, Ohio 

Deutsche Bank National Trust Company, as Tmstee 
Cincinnati, Ohio 

We have examined the transcript of proceedings (the "Transcripf) relating to the 
issuance by the Ohio Air Quality Development Authority (the "Issuer") of $47,000,000 
aggregate principal amount of State of Ohio Air Quality Development Revenue Bonds, 2004 
Series A (The Cincinnati Gas & Electric Company Project) (the "Bonds"). The Bonds are being 
issued for the purpose of making a loan to The Cincinnati Gas & Electtic Company (the 
"Company") to assist in financing its portion of the costs of the acquisition, construction and 
installation of certain facilities comprising "air qualify facilities" as defined in Section 3706.01 
of the Ohio Revised Code. The Bonds are more particularly described in the Trust Indenture (the 
"Indenture"), dated as of November 1, 2004, between the Issuer and Deutsche Bank National 
Trust Company, as trustee (the "Trustee"). The Transcript documents include an executed 
counterpart of the Indenture and the Loan Agreement (the "Agreement"), dated as of November 
1, 2004, between the Issuer and the Company. We also have examined a copy of an executed 
Bond. 

Based on such examination, we are of the opinion that, under the law existing on the date 
of this opinion: 

1. The Bonds, the Indenture and the Agreement are legal, valid, binding and 
enforceable in accordance with their respective terms, except that the binding effect and 
enforceability thereof are subject to bankruptcy laws and other laws affecting creditors' rights 
and to the exercise of judicial discretion. 

2. The Bonds constitute special obligations of the State of Ohio, and the principal of 
and interest and any premium (collectively, "debt service") on the Bonds are payable solely from 
the revenues and other moneys assigned by the Indenture to secure that payment. Those revenues 
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and other moneys include the payments required to be made by the Company under the 
Agreement. The Bonds do not constitute a debt or pledge of the faith and credit of the Issuer or 
the State of Ohio or any political subdivision thereof, and the holders or owners thereof have no 
right to have taxes levied by the General Assembly of the State of Ohio for the payment of debt 
service, 

3. The interest on the Bonds is excluded from gross income for federal income tax 
purposes under Section 103(a) of the Internal Revenue Code of 1986, as amended (the "Code"), 
except interest on any Bond for any period during which U is held by a "substantial user" or a 
"related person" as those terms are used in Section 147(a) of the Code. Interest on the Bonds is 
an hem of tax preference under Section 57 of the Code and therefore may be subject to the 
alternative minimum tax imposed on individuals and corporations under the Code. The interest 
on the Bonds and any profit made on the sale, exchange or other disposition thereof are exempt 
from Ohio personal income tax, the net income base of the Ohio corporate franchise tax and 
municipal and school district income taxes in Ohio. We express no opinion as to any other tax 
consequences regarding the Bonds. 

Under the Code, interest on the Bonds may be subject to a branch profits tax imposed on 
certain foreign corporations doing business in the United States and to a tax imposed on excess 
net passive income of certain S corporations. 

In giving the foregoing opinion, we have assumed and relied upon compliance with the 
covenants of the Issuer and the Company and the accuracy, which we have not independently 
verified, of the representations and certifications of the Issuer and of the Company contained in 
the Transcript. The accuracy of certain of those representations and certifications, and 
compliance by the Issuer and the Company with certain of those covenants, may be necessary for 
the interest on the Bonds to be and to remain excluded from gross income for federal income tax 
purposes. Failure to comply with certain requirements with respect to the Bonds subsequent to 
the issuance of the Bonds could cause the interest on the Bonds to be included in gross income 
for federal income tax purposes retroactively to their date of issuance. We also have relied upon 
the opinion of upon the opinion of J. William DuMond, Esq., Senior Counsel, of Cinergy Services, 
Inc., the service company subsidiary of Cinergy Corp. and its affiliates, including the Company, as to 
al! matters concerning the due authorization, execufion and delivery by, and the binding effect 
upon and enforceability against, the Company of the Agreement, We have also assumed for 
purposes of this opinion the due authorization, execution and delivery by, and the binding effect 
upon and enforceability against, the Trustee of the Indenture. 

We express no opinion as to the Statement of Insurance printed on the Bonds referring to 
the Bond Insurance Policy (as defined in the Indenture) issued by XL Capital Assurance Inc. or 
as to that Bond Insurance Policy referred to in that Statement. 

Respectfully submitted. 
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APPENDIX E-2 

PROPOSED FORM OF BOND COUNSEL OPINION 

November 18,2004 

Lehman Brothers Inc. 
New York, New York 

Ohio Air Quality Development Authority 
Columbus, Ohio 

The Cincinnati Gas & Electric Company 
Cincinnati, Ohio 

Deutsche Bank National Trust Company, as Tmstee 
Cincinnati, Ohio 

We have examined the transcript of proceedings (the "Transcript") relating to the 
issuance by the Ohio Air Quality Development Authority (the "Issuer") of $47,000,000 
aggregate principal amount of State of Ohio Air Quality Development Revenue Bonds, 2004 
Series B (The Cincinnati Gas & Electric Company Project) (the "Bonds"). The Bonds are being 
issued for the purpose of making a loan to The Cincinnati Gas & Electric Company (the 
"Company") to assist in financing its portion of the costs of the acquisition, construction and 
installation of certain facilities comprising "air quality facilities" as defined in Section 3706.01 
of the Ohio Revised Code. The Bonds are more particularly described in the Trust Indenture (the 
"Indenture"), dated as of November 1, 2004, between the Issuer and Deutsche Bank National 
Trust Company, as trustee (the "Trustee"). The Transcript documents include an executed 
counterpart of the Indenture and the Loan Agreement (the "Agreemenf), dated as of November 
1, 2004, between the Issuer and the Company. We also have examined a copy of an executed 
Bond. 

Based on such examination, we are of the opinion that, under the law existing on the date 
of this opinion: 

1. The Bonds, the Indenture and the Agreement are legal, valid, binding and 
enforceable in accordance with their respective terms, except that the binding effect and 
enforceability thereof are subject to bankruptcy laws and other laws affecting creditors' rights 
and to the exercise of judicial discretion. 

2. The Bonds constitute special obligations of the State of Ohio, and the principal of 
and interest and any premium (collectively, "debt service") on the Bonds are payable solely from 
the revenues and other moneys assigned by the Indenture to secure that payment. Those revenues 
and other moneys include the payments required to be made by the Company under the 
Agreement. The Bonds do not constitute a debt or pledge of the faith and credU of the Issuer or 
the State of Ohio or any polUical subdivision thereof, and the holders or owners thereof have no 
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right to have taxes levied by the General Assembly of the State of Ohio for the payment of debt 
service. 

3. The interest on the Bonds is excluded from gross income for federal income tax 
purposes under Section 103(a) of the Internal Revenue Code of 1986, as amended (the "Code"), 
except interest on any Bond for any period during which U is held by a "substantial user" or a 
"related person" as those terms are used in Section 147(a) of the Code. Interest on the Bonds is 
an item of tax preference under Section 57 of the Code and therefore may be subject to the 
alternative minimum tax imposed on individuals and corporations under the Code. The interest 
on the Bonds and any profit made on the sale, exchange or other disposUion thereof are exempt 
from Ohio personal income tax, the net income base of the Ohio corporate franchise tax and 
municipal and school district income taxes in Ohio. We express no opinion as to any other tax 
consequences regarding the Bonds. 

Under the Code, interest on the Bonds may be subject to a branch profits tax imposed on 
certain foreign corporations doing business in the United States and to a tax imposed on excess 
net passive income of certain S corporations. 

In giving the foregoing opinion, we have assumed and relied upon compliance with the 
covenants of the Issuer and the Company and the accuracy, which we have not independently 
verified, of the representations and certifications of the Issuer and of the Company contained in 
the Transcript. The accuracy of certain of those representations and certifications, and 
compliance by the Issuer and the Company with certain of those covenants, may be necessary for 
the interest on the Bonds to be and to remain excluded from gross income for federal income tax 
purposes. Failure to comply with certain requirements with respect to the Bonds subsequent to 
the issuance of the Bonds could cause the interest on the Bonds to be included in gross income 
for federal income tax purposes retroactively to their date of issuance. We also have relied upon 
the opinion of upon the opinion of J. William DuMond, Esq., Senior Counsel, of Cinergy Services, 
Inc., the service company subsidiary of Cinergy Corp. and its affiliates, including the Company, as to 
all matters concerning the due authorization, execution and delivery by, and the binding effect 
upon and enforceabilify against, the Company of the Agreement. We have also assumed for 
purposes of this opinion the due authorization, execution and delivery by, and the binding effect 
upon and enforceability against, the Trustee of the Indenture. 

We express no opinion as to the Statement of Insurance printed on the Bonds referring to 
the Bond Insurance Policy (as defined in the Indenture) issued by XL Capital Assurance Inc. or 
as to that Bond Insurance Policy referred to in that Statement. 

Respectfully submitted. 
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SPECIMEN BOND INSURANCE POLICY 
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X4L CAPITAL ASSURANCE 

MUNICIPAL BOND 
INSURANCE POLICY 

1221 Avenue of the Amencas 
New York, New York 10020 
Telephone: (212)478-3400 

ISSUER: I ] 

BONDS: t ] 

Policy No: [ ] 

Effective Date: [ I 

XL Capital Assurance Inc. (XLCA), a New York stock insurance comp, 
premium and subject to the terms of this Policy (which includes each 
unconditionally and irrevocably to pay to the trustee (the "Trustee") or the^ 
the documentation providing for the issuance of and securing the BondsJ 
election of XLCA, to each Owner, that portion of the principal and it;rteres 
but shall be unpaid by reason of Nonpayment. 

sm^ration of the payment of the 
hereto), hereby agrees 
Agent") (as set forth in 

f the Bonds or, at the 
come Due for Payment 

XLCA will pay such amounts to or for the benefi 
interest becomes Due for Payment or one (1) Business 
Notice of Nonpayment (provided that Notice 
a.m. New York time on such Business Day; 
receipt by XLCA, in a form reasonably 
principal or interest then Due for Paymen 
the Owner's rights with respect to paym 
XLCA. Upon such disbursement 
right to receipt of payment of pRJricip; 
including the Owner's right tp-Ki^ 
by XLCA to the Trustee 0|4*a^ina>Afcent 
XLCA under this Policy 

day on which such principal and 
which XLCA shall have received 

)iness Day if it is received prior to 10:00 
on the next Business Day), but only upon 

the Owner's right to receive payment of the 
appropriate instruments of assignment, that all of 

iterest that is Due for Payment shall thereupon vest in 
Bond, any appurtenant coupon to the Bond or the 

and shall be fully subrogated to the rights of the Owner, 
the extent of any payment by XLCA hereunder. Payment 

Owners shall, to the extent thereof, discharge the obligation of 

In the event the Trusiee-aTPaying Agent has notice that any payment of principal or interest on a Bond which has 
become Due for Payment and whidiSs^iade to an Owner by or on behalf of the Issuer of the Bonds has been recovered from 
the Owner pursuant to a final JuogQierit^y a court of competent Jurisdiction that such payment constitutes an avoidable 
preference to such Owner within the meaning of any applicable bankruptcy law, such Owner will be entitled to payment from 
XLCA to the extent of such recovery if sufficient funds are not otherwise available. 

The following terms shall have the meanings specified for all purposes of this Policy, except to the extent such terms 
are expressly modified by an endorsement to this Policy. "Business Day" means any day other than (a) a Saturday or Sunday 
or (b) a day on which banking institutions in the State of New York or the Insurer's Fiscal Agent are authorized or required 
by law or executive order to remain closed. "Due for Payment", when referring to the principal of Bonds, is when the stated 
maturity date or a mandatory redemption date for the application of a required sinking ftind installment has been reached and 
does not refer to any earlier date on which payment is due by reason of call for redemption (other than by application of 
required sinking f\md installments), acceleration or other advancement of maturity, unless XLCA shall elect, in its sole 
discretion, to pay such principal due upon such acceleration; and, when referring to interest on the Bonds, is when the stated 
date for payment of interest has been reached. "Nonpayment" means the failure of the Issuer to have provided sufficient 
funds to the Trustee or Paying Agent for payment in full of all principal and interest on the Bonds which are Due for 
Payment. "Notice" means telephonic or telecopied nofice, subsequently confirmed in a signed writing, or written notice by 
registered or certified mail, from an Owner, the Trustee or the Paying Agent to XLCA which notice shall specify (a) the 
person or entity making the claim, (b) the Policy Number, (c) the claimed amount and (d) the date such claimed amount 
became Due for Payment. "Owner" means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is 
entitled under the terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer or any person or 
entity whose direct or indirect obligation constitutes the underlying security for the Bonds. 
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XLCA may, by giving written notice to the Trustee and the Paying Agent, appoint a fiscal agent (the "Insurer's 
Fiscal Agent") for purposes of this Policy. From and after the date of receipt by the Trustee and the Paying Agent of such 
notice, which shall specify the name and notice address of the Insurer's Fiscal Agent, (a) copies of all notices required to be 
delivered to XLCA pursuant to this Policy shall be simultaneously delivered to the Insurer's Fiscal Agent and to XCLA and 
shall not be deemed received until received by both and (b) all payments required to be made by XLCA under this Policy 
may be made directly by XLCA or by the Insurer's Fiscal Agent on behalf of XLCA. The Insurer's Fiscal Agent is the agent 
of XLCA only and the Insurer's Fiscal Agent shall in no event be liable to any Owner for any act of the Insurer's Fiscal Agent 
or any failure of XLCA to deposit or cause to be deposited sufficient funds to make payrp€t^s due hereunder. 

Except to the extent expressly modified by an endorsement hereto, (a) tl 
(b) the Premium on this Policy Is not reftindable for any reason. This Policy^jdoe^ 
or other acceleration payment which at any time may become due in resj 
XLCA, nor against any risk other than Nonpayment. This Policy sets^ 
modified, altered or affected by any other agreement or instrument, ineludi> 

Notices. All notices to be given hereunder shall be 
shall specifically refer the number of this policy and 
XLCA as follows: 

Each such notice 
by XLCA. XLCA may spe 

Any person who, with in. 
application or files a claim contain 

cancelable by XLCA, and 
ain^t loss of any prepayment 

at the sole option of 
CA and shall not be 

ox amendment thereto. 

bcifically provided herein), 
or^rsonally delivered or telecopy to 

lission, delivery or communication shall be effective only upon actual receipt 
is or addresses by a written instrument mailed or delivered to the Holder. 

'•aud or knowing that he is facilitating a fraud against an insurer, submits an 
f^lse or deceptive statement is guilty of insurance fr^aud. 

In witness whereof, XLCA has caused this Policy to be executed on its behalf by its duly authorized officers. 

SPECIMEN SPECIMEN 
Name: 
Title: 

Name: 
Title: 
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>I<|L CAPITAL ASSURANCE 

ENDORSEMENT 

ISSUER: [ ] 

BONDS: [ ] 

1221 Avenue of the Americas 
New York, New York 10020 
Telephone: (212)478-3400 

Policy No: [ ] 

Effective Date: [ ] 

Attached to Policy No. Policy") issued 
("XLCA") to the Trustee referred to in the Policy with re; 
(the "Bonds"). 

Notwithstanding the terms and condition 
that in the event all or a portion of the Bonds^ec 
to Section 4.01(b) of the Indenture follo>Yi 
the principal of and interest on such Bo 
for Payment within the meaning of 
means the Trust Indenture dated 
and Deutsche Bank National^r 
Taxability" has the meani 

This 
inception date 

IN 
attested on 

T Capital Assurance Inc. 
tonds designated above 

s further understood 
ry redemption pursuant 

a i/etermination of Taxability, 
redemption shall be deemed Due 
ndorsement, the term "Indenture" 

between the Issuer designated above 
stee; and the term "Determination of 

n 1.01 of the Indenture. 

paIt^6f-4be^Policy to which it is attached, effective on the 

OF, A L C A has caused this endorsement to be executed and 
authorized officers. 

SPECIMEN SPECIMEN 
Name: 
Title: 

Name: 
Title: 

65156S 



DUK Equity 9_2002.txt 
<DOCUMENT> 
<TYPE>424B5 
<SEQUENCE>1 
<FlLENAME>y64111e424b5.txt 
<DESCRIPTION>DUKE ENERGY CORPORATION 
<TEXT> 
<PAGE> Fi led Pursuant to Rule 424(b)C5) 

Registrat ion No. 333-85486 

PROSPECTUS SUPPLEMENT 

(To Prospectus dated August 27, 2002) 

54,500,000 SHARES 

[DUKE ENERGY LOGO] 

COMMON STOCK 

Duke Energy Corporation is offering 54,500,000 shares of its common stock. 

Our common stock is listed on the New York stock Exchange under the trading 
symbol "DUK." On September 25, 2002, the reported last sale price of our common 
stock on the New York Stock Exchange was $18.35 per share. 

INVESTING IN OUR COMMON STOCK INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING ON 
PAGE 5-7 OF THIS PROSPECTUS SUPPLEMENT. 

PRICE $18.35 A SHARE 

<Table> 
<caption> 

UNDERWRITING 

AND PROCEEDS TO 

COMMISSIONS DUKE ENERGY 

<S> 
<c> 

Per Share 
$17.89125 

Total 
$975,073,125 

</Table> 

PRICE TO PUBLIC 

<C> 

$18.35 

$1,000,075,000 

DISCOUNTS 

<C> 

$0.45875 

$25,001,875 

We have granted the underwriters the right to purchase up to an additional 
8,175,000 shares to cover over-allotments. 

The Securities and Exchange Commission and state securities regulators have not 
approved or disapproved these securities or determined if this prospectus 
supplement or the accompanying prospectus is truthful or complete. Any 
representation to the contrary is a criminal offense. 

The underwriters expect to deliver the shares to purchasers on or about October 
1, 2002. 
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You should rely only on the information contained in or incorporated by 

reference in this prospectus supplement and the accompanying prospectus, we have 
not authorized anyone to provide you with information that is different, we are 
not making an offer to sell these securities in any jurisdiction where the offer 
is not permitted. You should not assume that the information provided by or 
incorporated by reference in this prospectus supplement or the accompanying 
prospectus is accurate as of any date other than the date of the document 
containing the information. 
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ABOUT THIS PROSPECTUS SUPPLEMENT 

This document is in two parts. The first part is this prospectus 
supplement, which describes the specific terms of this common stock offering. 
The second part, the accompanying prospectus, gives more general information, 
some of which may not apply to this offering. 

If the description of the offering varies between this prospectus 
supplement and the accompanying prospectus, you should rely on the information 
contained in or incorporated by reference into this prospectus supplement. 

Unless we have indicated otherwise, or the context otherwise requires, 
references in this prospectus supplement and the accompanying prospectus to 
"Duke Energy," "we, "us" and "our" or similar terms are to Duke Energy 
Corporation and its subsidiaries. 

i 
<PAGE> 

FORWARD-LOOKING STATEMENTS 

This prospectus supplement and the accompanying prospectus contain or 
incorporate by reference statements that do not directly or exclusively relate 
to historical facts, such statements are "forward-looking statements" within the 
meaning of the Private Securities Litigation Reform Act of 1995. You can 
typically identify forward-looking statements by the use of forward-looking 
words, such as "may," "will," "could," "project," "believe," "anticipate," 
"expect," "estimate," "continue," "potential," "plan," "forecast" and the like. 
Those statements represent our intentions, plans, expectations, assumptions and 
beliefs about future events and are subject to risks, uncertainties and other 
factors. Many of those factors are outside our control and could cause actual 
results to differ materially from the results expressed or implied by those 
forward-looking statements. Those factors include: 

- state, federal and foreign legislative and regulatory initiatives that 
affect cost and investment recovery, have an impact on rate structures, 
and affect the speed at and degree to which competition enters the 
electric and natural gas industries; 

- the outcomes of litigation and regulatory proceedings or inquiries; 

- industrial, commercial and residential growth in our service territories; 

- the weather and other natural phenomena; 

- the timing and extent of changes in commodity prices, interest rates and 
foreign currency exchange rates; 
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- general economic conditions; 

- changes in environmental and other laws and regulations to which we and 
our subsidiaries are subject or other external factors over which we have 
no control; 

- the results of financing efforts, including our ability to obtain 
financing on favorable terms, which can be affected by various factors, 
including our credit ratings and general economic conditions; 

- the level of creditworthiness of counterparties to our transactions; 

- the amount of collateral required to be posted from time to time in our 
transactions; 

- growth opportunities for our business units, including the timing and 
success of efforts to develop domestic and international power, pipeline, 
gathering, processing and other infrastructure projects; 

- the performance of our electric generation, pipeline and gas processing 
facilities; 

- the extent of our success in connecting natural gas supplies to gathering 
and processing systems and in connecting and expanding our gas and 
electric markets; and 

- the effect on our results of accounting principles issued periodically by 
accounting standard-setting bodies. 

In light of these risks, uncertainties and assumptions, the forward-looking 
events referred to in this prospectus supplement and the accompanying prospectus 
might not occur or might occur to a different extent or at a different time than 
we have described, we undertake no obligation to publicly update or revise any 
forward-looking statements, whether as a result of new information, future 
events or otherwise. 

S-1 
<PAGE> 

PROSPECTUS SUPPLEMENT SUMMARY 

The f o l l o w i n g i s q u a l i f i e d i n i t s e n t i r e t y by, and should be read t oge the r 
w i t h , the more d e t a i l e d i n f o r m a t i o n , i n c l u d i n g "R isk F a c t o r s , " and f i n a n c i a l 
s tatements i nc luded or i nco rpo ra ted by reference i n t h i s prospectus supplement 
and the accompanying prospec tus . Unless otherwise i n d i c a t e d , a l l o f the 
f o l l o w i n g i n f o r m a t i o n assumes t h a t the underwr i te rs have not exerc ised t h e i r 
o v e r - a l l o t m e n t o p t i o n . 

DUKE ENERGY CORPORATION 

OVERVIEW 

We are a leading integrated energy and energy services provider with the 
ability to offer physical delivery and management of both electricity and 
natural gas throughout the United States and in certain countries abroad. We own 
and operate one of the world's largest portfolios of generating plants, one of 
the nation's largest natural gas pipeline systems and an active energy trading 
and marketing operation, we are also the largest producer of natural gas 
liquids, or NGLs, in the United States. The services and products we provide are 
offered through the following seven business segments: 

FRANCHISED ELECTRIC generates, transmits, distributes and sells electricity 
Page 4 
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in central and western North Carolina and western South Carolina. We currently 
operate 20,500 megawatts (MW) of generation capacity and serve over two million 
customers in the Carolinas. Franchised Electric conducts operations primarily 
through Duke Power and Nantahala Power and Light. 

NATURAL GAS TRANSMISSION provides transportation, storage and distribution 
of natural gas for customers throughout the east coast and southern portion of 
the United states and Canada. Natural Gas Transmission also provides gas 
gathering, processing and transportation services to customers located in 
British Columbia, Canada and in the Pacific northwest region of the United 
States. Following our acquisition of westcoast Energy, inc. on March 14, 2002, 
we currently have approximately 19,000 miles of natural gas pipelines. Natural 
Gas Transmission does business primarily through Duke Energy Gas Transmission 
Corporation. 

FIELD SERVICES gathers, processes, transports, markets and stores natural 
gas and produces, transports, markets and stores NGLs. We currently produce 
approximately 400 million barrels per day of natural gas liquids. Field services 
conducts operations primarily through Duke Energy Field services, LLC, which is 
approximately 30% owned by ConocoPhillips. Field Services operates gathering 
systems in western Canada and 11 contiguous states in the United States. Those 
systems serve major natural gas-producing regions in the Rocky Mountains, 
Permian Basin, Mid-Continent, East Texas-Austin Chalk-North Louisiana, and 
onshore and offshore Gulf Coast areas. 

DUKE ENERGY NORTH AMERICA, or DENA, develops, operates and manages merchant 
generation facilities and engages in commodity sales and services related to 
natural gas and electric power, our current merchant generation portfolio totals 
approximately 15,300 MW. Duke Energy North America conducts business throughout 
the united states and Canada through Duke Energy North America, LLC and Duke 
Energy Trading and Marketing, LLC. Duke Energy Trading and Marketing is 
approximately 40% owned by Exxon Mobil Corporation. Prior to April 1, 2002, the 
Duke Energy North America business segment was combined with Duke Energy 
Merchants Holdings, LLC to form a segment called North American wholesale 
Energy. As of June 30, 2002, management combined Duke Energy Merchants Holdings 
with the other Energy Services segment. Management separated Duke Energy North 
America for increased reporting transparency. Previous periods have been 
reclassified to conform to the current presentation. As of August 1, 2002, Duke 
Energy's North American trading and marketing functions that were in DENA and 
Duke Energy Merchants Holdings, including Duke Energy Trading and Marketing and 
the Canadian trading operations, were consolidated into one group. 

INTERNATIONAL ENERGY develops, operates and manages natural gas 
transportation and power generation facilities and engages in energy trading and 
marketing of natural gas and electric power. Our current operating portfolio 
includes approximately 5,300 MW of power generation facilities and approximately 

S-2 
<PAGE> 

2,200 miles of natural gas pipelines. International Energy conducts operations 
primarily through Duke Energy international, LLC and its activities target the 
Latin American, Asia-Pacific and European regions. 

OTHER ENERGY SERVICES is composed of diverse energy businesses, operating 
primarily through Duke Energy Merchants Holdings, Duke/Fluor Daniel and Energy 
Delivery services. Duke Energy Merchants Holdings engages in commodity buying 
and selling, and risk management and financial services in the energy commodity 
markets other than natural gas and power (such as refined products, liquefied 
petroleum gas, residual fuels, crude oil and coal). Duke/Fluor Daniel provides 
comprehensive engineering, procurement, construction, commissioning and 
operating plant services for fossil-fueled electric power generating facilities 
worldwide. It is a 50/50 partnership between Duke Energy and Fluor Enterprises, 
Inc., a wholly owned subsidiary of Fluor corporation. Energy Delivery Services 
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is an engineering, construction, maintenance and technical services firm 

^ specializing in electric transmission and distribution lines and substation 
projects. It was formed in the second quarter of 2002 from the power delivery 
services component of Duke Engineering & services, inc. This unit was excluded 
from the sale of Duke Engineering & Services on April 30, 2002. other Energy 
Services also retained the portion of DukeSolutions, inc. that was not sold on 
May 1, 2002. Duke Engineering & Services and DukeSolutions were included in 
Other Energy Services through the date of their sale. 

DUKE VENTURES is composed of other diverse businesses, operating primarily 
through crescent Resources, LLC, DukeNet Communications, LLC and Duke capital 
Partners, LLC. Crescent Resources develops high-quality commercial, residential 
and multi-family real estate projects and manages land holdings primarily in the 
southeastern and southwestern united states. DukeNet communications develops and 
manages fiber optic communications systems for wireless, local and long distance 
communications companies and selected educational, governmental, financial and 
health care entities. Duke Capital Partners, a wholly owned merchant banking 
company, provides debt and equity capital and financial advisory services 
primarily to the energy industry. 

BUSINESS STRATEGY 

Our Strategy is to develop, operate and actively manage integrated energy 
businesses in targeted regions where our extensive capabilities in developing 
energy assets, operating electric power, natural gas and NGL facilities, 
optimizing commercial operations and managing risk can provide comprehensive 
energy solutions for our customers and create value for our shareholders. The 
key elements of our strategy include: 

DELIVER ENERGY AND ENERGY-RELATED PRODUCTS AND SERVICES TO CUSTOMERS 
1 WORLDWIDE. In North America, we own and operate natural gas pipeline 
V^^ infrastructure, regulated and merchant power generation facilities, and natural 

gas gathering and processing facilities, we also market and trade a variety of 
energy commodities, including natural gas, power, NGLs and refined products. We 
provide structured origination and risk management expertise to customers across 
the energy spectrum, internationally, we own and operate integrated electric and 
natural gas businesses in markets such as Latin America, Asia Pacific and 
Europe, where deregulation, privatization and liberalization are opening energy 
markets to competition. 

ACTIVELY MANAGE OUR ASSET PORTFOLIO. We utilize a portfolio management 
strategy, rather than focusing on stand-alone projects or assets, that strives 
to capture the greatest value by seeking opportunities to invest in energy 
assets in markets that have capacity needs and to divest other assets when 
significant value can be realized. This strategy enables us to monetize certain 
assets and maintain financial flexibility to pursue other attractive 
opportunities. Additionally, this strategy prevents the institutionalized 
ownership of any asset by encouraging us to continually optimize our asset 
portfolio. 

MITIGATE EXPOSURE THROUGH DISCIPLINED RISK MANAGEMENT POLICIES. Through 
our enterprise risk management group, we actively manage the risks that our 
business segments face, we believe managing risk at the corporate level is 
consistent with the portfolio approach we use with our assets. Our risk 
management policies are designed to help determine lines of business offering 
attractive risk returns, assess current and future risk/return characteristics 
of the enterprise and recommend appropriate strategic modifications, we actively 
manage our commodity, interest rate, foreign currency and credit risks through 

S-3 
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established policies that limit our exposure and require daily reporting to 
V.-̂- management of potential financial exposure. Our risk management policies are 
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designed t o m i t i g a t e our downside exposures w h i l e complementing the opera t ions 
o f each o f our business segments. 

RECENT DEVELOPMENTS 

On September 20, 2002, Duke Energy announced a reduction in earnings 
estimates for 2002. we currently estimate earnings for 2002 to be $1.95 to $2.05 
per share, before the effect of the one-time charges discussed below. This 
reduction in estimated earnings was driven primarily by the severely weakened 
merchant energy markets served by DENA. We estimate that ongoing earnings for 
the second half of 2002 will most likely be split approximately 60% for the 
third quarter and approximately 40% for the fourth quarter. 

We also announced that we have reduced our capital expenditure plans in 
response to prevailing market conditions in order to maintain financial 
flexibility. While capital spending of between $6 billion and $8 billion was 
initially expected for 2002, we have determined that our capital expenditure 
plans for the year will be $6.2 billion, excluding the acquisition of westcoast 
Energy, capital spending for the year 2003 has also been reduced to a planned 
$3.5 billion, all of which the Company intends to fund through internal cash 
flow, after dividend payments, and including limited asset sales. 

We also announced our decision to defer construction of three DENA natural 
gas-fueled generating facilities slated for commercial operation in 2003 in 
response to the current conditions in the wholesale energy market in the western 
United States. The deferrals will remain in place until market conditions and 
demand for additional generation in the region improves. The facilities include 
the Grays Harbor Facility in Grays Harbor County, Washington, the Deming Energy 
Facility in Luna County, New Mexico and the Moapa Energy Facility in Clark 
county, Nevada. However, we will continue construction activities of the Fayette 
Energy Facility in Fayette county, Pennsylvania and the Hanging Rock Energy 
Facility in Lawrence county, Ohio. 

In addition, we will be negotiating new terms for the purchase of turbines 
and associated equipment from General Electric. This renegotiation, along with 
the construction deferrals and the write-off of associated demobilization costs 
and certain site development costs, could result in a one-time charge in the 
range of $250 to $300 million to be taken against Duke Energy's earnings for the 
thi rd quarter 2002. 

<PAGE> 
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THE OFFERING 

Common stock offered 54,500,000 shares 

Common stock to be outstanding 
after this offering 888,884,877 shares 

Use of proceeds Repayment of indebtedness incurred in 
connection with our acquisition of Westcoast. 

New York stock Exchange 
symbol "DUK" 

The number of shares of common stock offered and to be outstanding after 
this offering does not include 8,175,000 shares of common stock that the 
underwriters have an option to purchase from us within 30 days of the date of 
this prospectus supplement to cover over-allotments. 

The number of shares of common stock to be outstanding after this offering 
is based on 834,384,877 shares outstanding as of August 31, 2002. 
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION 

The summary consolidated financial information set forth below should be 
read in conjunction with our consolidated financial statements and the related 
notes and other financial and operating data incorporated by reference in this 
prospectus supplement and the accompanying prospectus. 

<Table> 
<caption> 

SIX MONTHS ENDED 
JUNE 30, 

YEARS ENDED 
DECEMBER 31, 

1999(2) 
2002 2001 2001 2000(1) 

DATA) 
<S> 
<C> 
CONSOLIDATED STATEMENTS OF INCOME DATA: 
operati ng revenues 
$21,766 
Earnings before in te res t and taxes 

2,043 
Earnings avai lab le for common 
stockholders 
1,487(4) 

Weighted-average common shares 
outstanding(5) 
729 

Earnings per common share (before 
extraordinary item and cumulative 
effect of change in accounting 
principle)(5) 
Basic 

$ 1.13 
Di 1 uted 
1.13 

Earnings per common share(5) 
Basic 

$ 2.04(4) 
Di 1uted 
2.03(4) 

Dividends per common share(5) 
1.10 

</Table> 

<Tab1e> 
<caption> 

31, 

(IN MILLIONS, EXCEPT PER SHARE 

<c> <c> <c> <c> 

$28,218 $32,071 $59,503 $49,318 

1,808 2,156 4,256 4,014 

<S> 

849 

809 

869 

759 

1,884(3) 1,757 

767 

1.05 $ 1.27 $ 2.58 

1.04 1.26 2.56 

736 

$ 2.39 

2.38 

$ 1.05 $ 1.14 $ 2.45(3) $ 2.39 

1.04 1.13 2.44(3) 2.38 

0.825 0.825 1.10 1.10 

AS OF AS OF 
JUNE 30, DECEMBER 

2002 2001 

<c> 
(IN MILLIONS) 

<C> 
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CONSOLIDATED BALANCE SHEET DATA: 

^ - ^ T o t a l assets $65,192 $48,375 
Sho r t - t e rm debt , i n c l u d i n g commercial paper 2,673 1,603 
Long-term debt , i n c l u d i n g c u r r e n t m a t u r i t i e s 19,337 12,582 
Guaranteed p re fe r red b e n e f i c i a l i n t e r e s t s i n subord inated 

notes o f Duke Energy or s u b s i d i a r i e s 1,407 1,407 
M i n o r i t y i n t e r e s t s , 2,996 2,246 
P re fe r red and preference s tock , i n c l u d i n g cu r ren t s i n k i n g 

fund obi i g a t i ons 247 247 
Common s tockho lde rs ' e q u i t y 14,887 12,689 
</Table> 

(1) Reflects a pre-tax $407 million gain on the sale of our investment in 
BellSouth PCS. The effect per basic share of common stock of this gain was 
$0.34. 

(2) Reflects a pre-tax $800 million charge for estimated injury and damages 
claims. The effect per basic share of common stock of this charge was $0.67 

(3) Reflects a net-of-tax cumulative effect adjustment of $96 million, or $0.13 
per basic share of common stock, as a reduction in earnings in accordance 
with our adoption o f statement of Financial Accounting standards No. 133. 

(4) Reflects a one-time after-tax extraordinary gain of approximately $660 
million, or $0.91 per basic share of common stock, attributable to the sale 
of certain pipeline operations on March 29, 1999. 

(5) Years ended December 31, 1999 and 2000 have been restated to reflect the 
two-for-one common stock split effective January 26, 2001. 

<PAGE> 
s-6 

RISK FACTORS 

Before purchasing our common s tock , you should c a r e f u l l y cons ider the 
f o l l o w i n g r i s k f a c t o r s as w e l l as the o ther i n f o r m a t i o n conta ined i n t h i s 
prospectus supplement, t he accompanying prospectus and the i n f o r m a t i o n 
i n c o r p o r a t e d by re fe rence i n o rder t o eva luate an investment i n our common 
s t o c k . 

RISKS RELATED TO THE MARKET CYCLE OF OUR INDUSTRY 

OUR SALES AND RESULTS OF OPERATIONS MAY BE NEGATIVELY AFFECTED BY SUSTAINED 
LOW LEVELS IN THE MARKET PRICES OF COMMODITIES THAT ARE BEYOND OUR CONTROL. 

We sell power from our generation facilities into the spot market or other 
competitive power markets on a contractual basis, we also enter into contracts 
to purchase and sell electricity, natural gas and NGLs as part of our power 
marketing and energy trading operations. With respect to such transactions, we 
are not guaranteed any rate of return on our capital investments through 
mandated rates, and our revenues and results of operations are likely to depend, 
in large part, upon prevailing market prices for power in our regional markets 
and other competitive markets. These market prices may fluctuate substantially 
over relatively short periods of time. It is reasonable to expect that trading 
margins will erode as new entrants enter the market, thus leading to an 
oversupply in the market, and that there may be diminished opportunities for 
gain should low prices decline further. These factors could reduce our revenues 
and margins and therefore diminish our results of operations. 

Low market prices for electricity, natural gas and NGLS result from 
Page 9 
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mul t ip le fac to rs , inc lud ing : 

- weather conditions; 

- seasonality; 

- supply of and demand for energy commodities; 

- illiquid markets; 

- general economic conditions, including downturns in the U.S. or other 
economies which impacts consumption; 

- transmission or transportation constraints or inefficiencies; 

- availability of competitively priced alternative energy sources; 

- natural gas, crude oil, refined products and coal production levels; 

- electric generation capacity; 

- capacity and transmission service into, or out of, our markets; 

- natural disasters, wars, embargoes and other catastrophic events; and 

- federal, state and foreign energy and environmental regulation and 
legislation. 

RECENT DEVELOPMENTS AFFECTING THE WHOLESALE POWER AND ENERGY TRADING 
MARKETS HAVE REDUCED MARKET ACTIVITY AND LIQUIDITY AND MAY CONTINUE TO ADVERSELY 
AFFECT OUR RESULTS OF OPERATIONS. 

As a result of the energy crisis in California during the summer of 2001, 
the recent decline of natural gas prices in North America, the filing of 
bankruptcy by Enron Corporation, and investigations by governmental authorities 
into energy trading activities and increased litigation related to such 
inquiries, companies generally in the regulated and unregulated utility 
businesses have been impacted negatively, in addition, certain participants have 
been forced to exit from the energy trading markets, leading to a reduction in 
the number of trading partners and lower trading revenues. Recent short term, 
depressed spot and forward wholesale power prices during the past summer months 
have resulted in substantially reduced revenues in our merchant energy business 
and may continue to affect our earnings. 

s-7 
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WE MAY NOT BE ABLE TO SUCCESSFULLY MANAGE THE RISKS ASSOCIATED WITH SELLING 
AND MARKETING PRODUCTS IN THE WHOLESALE POWER MARKETS. 

We purchase and sell power at the wholesale level under the Federal Energy 
Regulatory Commission's, or FERC's, market-based tariffs throughout the United 
states and also enter into short-term agreements to market available energy and 
capacity from our generation assets with the expectation of profiting from 
market price fluctuations. If we are unable to deliver firm capacity and energy 
under these agreements, then we could be required to pay damages. These damages 
would be based on the difference between the market price to acquire replacement 
capacity or energy and the contract price of the undelivered capacity or energy. 
Depending on price volatility in the wholesale energy markets, such damages 
could be significant. 

In the absence or upon expiration of power sales agreements, we must sell 
all or a portion of the energy, capacity and other products from our facilities 
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i n to the competitive wholesale power markets. Unlike most other commodities, 
e l e c t r i c i t y cannot be stored and must be produced concurrently wi th i t s use. As 
a resu l t , the wholesale power markets are subject to s ign i f i can t pr ice 
f luc tuat ions over r e l a t i ve l y short periods of time and can be unpredictable, i n 
add i t ion , the price we can obtain fo r power sales may not change at the same 
rate as changes in fuel costs. Given the v o l a t i l i t y and potent ia l fo r material 
di f ferences between actual power prices and fuel costs, i f we are unable to 
secure long-term purchase agreements for our power generation f a c i l i t i e s , our 
revenues would be subject to increased v o l a t i l i t y and our f inanc ia l resul ts may 
be mater ia l ly adversely af fected. 

OUR RISK MANAGEMENT PROCEDURES MAY NOT PREVENT LOSSES. 

We actively manage the commodity price risk inherent in our energy, debt 
and foreign currency positions. Although we have sophisticated risk management 
systems in place that use advanced methodologies to quantify risk, these systems 
may not always be followed or may not always work as planned. If prices 
significantly deviate from historic prices, our risk management systems may not 
protect us from significant losses. Adverse changes in energy prices, interest 
rates and foreign currency exchange rates may result in economic losses in our 
earnings and cash flows and our balance sheet under applicable accounting rules. 
Although we devote a considerable amount of management effort to our trading, 
marketing and risk management systems, their effectiveness remains uncertain. 

OUR HEDGING PROCEDURES MAY NOT PROTECT OUR SALES AND NET INCOME FROM 
VOLATILITY. 

TO lower our financial exposure related to commodity price fluctuations, 
our marketing, trading and risk management operations routinely enter into 
contracts to hedge the value of our assets and operations. As part of this 
strategy, we routinely utilize fixed-price, forward, physical purchase and sales 
contracts, futures, financial swaps and option contracts traded in the 
over-the-counter markets or on exchanges. However, we do not always cover the 
entire exposure of our assets or our positions to market price volatility and 
the coverage will vary over time. To the extent we have unhedged positions or 
our hedging procedures do not work as planned, fluctuating commodity prices 
could cause our sales and net income to be volatile. 

WE ARE EXPOSED TO MARKET RISK AND MAY INCUR LOSSES FROM OUR MARKETING AND 
TRADING OPERATIONS. 

Our trading portfolios consist of contracts to buy and sell commodities, 
including contracts for electricity, natural gas, NGLs and other commodities 
that are settled by the delivery of the commodity or cash, if the values of 
these contracts change in a direction or manner that we do not anticipate, we 
could realize material losses from our trading activities. 

In the past, certain marketing and trading companies have experienced 
severe financial problems due to price volatility in the energy commodity 
markets, in certain instances this volatility has caused companies to be unable 
to deliver power that they had guaranteed under contract. These defaults 
severely and adversely impacted the financial condition of these companies and, 
in some cases, have resulted in losses to their trading partners. 
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We have marketing and trading operations which target the U.S., Canada and 
Latin American, Asia-Pacific and European regions, we incur similar trading 
risks and market exposures in these foreign markets. If our trading volumes in 
these regions increase, we will be exposed to increased market risks. 

OUR PROFITABILITY MAY DECLINE IF THE COUNTERPARTIES TO OUR TRANSACTIONS 
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FAIL TO PERFORM IN ACCORDANCE WITH OUR AGREEMENTS WITH THEM. 

our marketing, trading and risk management operations are exposed to the 
risk that counterparties to our transactions will not perform their obligations. 
Should the counterparties to these arrangements fail to perform, we might be 
forced to acquire alternative hedging arrangements, honor the underlying 
commitment at then-current market prices or return a significant portion of the 
consideration received for unused electricity or gas under a long-term contract. 
In such event, we might incur additional losses to the extent of amounts, if 
any, already paid to, or received from, counterparties. In addition, in our 
marketing and trading activities, we often extend credit to our trading 
counterparties. Despite performing credit analysis prior to extending credit, we 
are exposed to the risk that we may not be able to collect amounts owed to us. 
If the counterparty to such a financing transaction fails to perform and any 
collateral we have secured is inadequate, we will lose money. 

In 2000 and 2001, tight supply and increased demand resulted in higher 
wholesale power prices to utilities, particularly in California. At the same 
time, two of the three major utilities in California operated under a retail 
rate freeze. As a result, there has been significant under-recovery of costs by 
these utilities, resulting in the filing by one utility under Chapter 11 of the 
U.S. Bankruptcy code. Some utilities have suspended payments to their creditors. 
If any industry participants are adversely affected by the situation in 
California or other similar situations that may develop in the future in other 
markets, such participants may default on obligations to us, which would affect 
the profitability of our marketing and trading business. 

COMPETITION IN THE WHOLESALE POWER AND ENERGY TRADING MARKETS MAY ADVERSELY 
AFFECT THE GROWTH AND PROFITABILITY OF OUR BUSINESS. 

While companies in the regulated and unregulated utility business have been 
universally negatively affected by recent events in the energy markets, it is 
possible that in the future we may be vulnerable to competition from new 
competitors that have greater financial resources than we do, seeking attractive 
opportunities to acquire or develop energy assets or energy trading operations 
both in the united states and abroad. These new competitors may include 
sophisticated financial institutions, some of which are already entering the 
energy trading and marketing sector, and international energy players. This 
competition may adversely affect our ability to make investments or 
acquisitions. 

We may not be able to respond in a timely or effective manner to the many 
changes intended to increase competition in the electricity industry. To the 
extent competitive pressures increase and the pricing and sale of electricity 
assumes more characteristics of a commodity business, the economics of our 
business may come under long-term pressure. 

Although demand for electricity is generally increasing throughout the 
united States, the rate of construction and development of new, more efficient 
electric generation facilities may exceed increases in demand in some regional 
electric markets and have an adverse impact on our results of operations. Also, 
industry restructuring in regions in which we have substantial operations could 
affect our operations in a mar)ner that is difficult to predict. 

S-9 
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OUR OPERATING RESULTS MAY FLUCTUATE ON A SEASONAL AND QUARTERLY BASIS. 

Electric power generation and gas transmission are generally seasonal 
businesses. In many parts of the country, demand for power peaks during the hot 
summer months, with market prices also peaking at that time. In other areas, 
demand for power peaks during the winter, in addition, demand for gas and other 
fuels peaks during the winter, especially for our Westcoast business in Canada. 
As a result, our overall operating results in the future may fluctuate 
substantially on a seasonal basis. The pattern of this fluctuation may change 
depending on the nature and location of our facilities and pipeline systems and 
the terms of power sale contracts and gas transmission arrangements we enter 
into. 

RISKS RELATED TO LEGAL PROCEEDINGS AND REGULATORY INVESTIGATIONS 

WE MAY BE ADVERSELY AFFECTED BY LEGAL PROCEEDINGS ARISING OUT OF THE 
ELECTRICITY SUPPLY SITUATION IN CALIFORNIA AND OTHER WESTERN STATES. 

Litigation arising out of the California electricity supply situation has 
been filed with the FERC and in California courts against sel lers of energy to 
the California independent System Operator. The plaintiffs and intervenors in 
these proceedings allege abuse of market power, manipulation of market prices, 
unfair trade practices and violations of state antitrust laws, among other 
things, and seek price caps on wholesale sales in California and other western 
power markets, refunds of excess profits allegedly earned on these sales, and 
other relief, including treble damages and attorneys' fees. Duke Energy and some 
of its subsidiaries have been named as defendants, among other corporate and 
individual defendants, in one or more of a total of 14 lawsuits brought by or on 
behalf of electricity purchasers in California, with one suit filed on behalf of 
a Washington State electricity purchaser, in addition to lawsuits, several 
investigations and regulatory proceedings at the state and federal levels are 
looking into the causes of high wholesale electricity prices in the western U.S. 
An investigation by the California Public utilities Commission recently alleged 
that we were among five energy companies that withheld electricity from their 
California plants, resulting in sharp increases in California electricity 
prices, we cannot predict the outcome of any such proceedings or whether the 
ultimate impact on us of the electricity supply situation in California and 
other western states will be material. 

WE MAY BE ADVERSELY AFFECTED BY REGULATORY INVESTIGATIONS AND ANY RELATED 
LEGAL PROCEEDINGS RELATED TO THE CONDUCTING OF ANY "ROUNDTRIP" TRADES BY OUR 
ENERGY TRADING BUSINESS. 

Public and regulatory scrutiny of the energy industry and of the capital 
markets has resulted in increased regulation being either proposed or 

iponding 
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id power trading activities from the Houston office of the U.S. Attorney 

relating to a Houston grand jury inquiry, which involve the same issues and time 
period covered by the SEC requests, and from the Commodity Futures Trading 
commission. 
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Such inquiries are ongoing and continue to adversely affect the energy 

trading business as a whole. We may see these adverse effects continue as a 
result of the uncertainty of these ongoing inquiries or additional inquiries by 
other federal or state regulatory agencies, in addition, we cannot predict the 
outcome of any of these inquiries, including the grand jury inquiry, or whether 
these inquiries will lead to additional legal proceedings against us, civil or 
criminal fines or penalties, or other regulatory action, including legislation, 
which may be materially adverse to the operation of our trading business and our 
trading revenues and net income or increase our operating costs in other ways. 
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Also, several class act ion lawsuits have been f i l e d against us, and others 
may be f i l e d , claiming that investors suffered damages as a resu l t of the 
alleged roundtr ip trades i n f l a t i n g our revenue and earnings, such lawsuits could 
lead to settlements, c i v i l damages or other l i t i g a t i o n costs that could be 
adverse to our business. 

RISKS RELATED TO THE REGULATION OF OUR BUSINESSES 

ELECTRIC 

OUR BUSINESSES IN NORTH AMERICA ARE SUBJECT TO COMPLEX GOVERNMENT 
REGULATIONS. THE ECONOMICS, INCLUDING THE COSTS, OF OPERATING OUR GENERATING 
FACILITIES MAY BE ADVERSELY AFFECTED BY CHANGES IN THESE REGULATIONS OR IN THEIR 
INTERPRETATION OR IMPLEMENTATION. 

The regulatory environment applicable to the electric power industry has 
recently undergone substantial changes, both on a federal and a state level, 
which have had a significant impact on the nature of the industry and the manner 
in which its participants conduct their businesses. These changes are ongoing 
and we cannot predict the future course of changes in this regulatory 
environment or the ultimate effect that this changing regulatory environment 
will have on our business. 

We are subject to regulation by the SEC under the Public Utility Holding 
Company Act, or PUHCA, and the Federal Power Act, or FPA, which regulate public 
utility holding companies and their subsidiaries and place certain constraints 
on the conduct of their business. The rates charged by our domestic utility 
subsidiaries are approved by the FERC, the North Carolina Utilities Commission, 
or the NCUC, and the south Carolina Public Service Commission, or the SCPSC. The 
NCUC and the SCPSC regulate many aspects of our utility operations including 
siting and construction of facilities, customer service and the rates that we 
can charge customers. The FERC regulates wholesale electricity operations and 
transmission rates and the state commissions regulate retail generation and 
distribution rates. The Public utility Regulatory Policies Act of 1978, or 
PURPA, provides qualifying facilities with exemptions from some federal and 
state laws and regulations, including PUHCA and most provisions of the FPA. The 
Energy Policy Act of 1992, or the Energy Act, also provides relief from 
regulation under PUHCA to "exempt wholesale generators." Maintaining the status 
of our facilities as qualifying facilities or exempt wholesale generators i 
conditioned on those facilities continuing to meet statutory criteria. Unde 
current law, we are not and will not be subject to regulation as a register 
holding company under PUHCA as long as the domestic power plants we "*•'" •""-
qualifying facilities under PURPA or are exempt wholesale generator.. _. ..̂  
subject to these regulations, the economics and operations of our generating 
facilities could be negatively affected by the increased costs associated with 
upgrading our facilities and taking other actions to comply with these 
regulations. While we are currently exempt from registration under PUHCA, we may 
lose that exemption if we fail to comply with our exemptive order from the SEC. 
If we were to lose our exemption, we would have the alternatives of registering 
as a holding company which would subject us to more extensive regulation, or 
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divesting or changing the nature of some of our foreign utility holdings, 
including some facilities acquired in our westcoast purchase. 

Existing regulations may be revised or reinterpreted, new laws and 
regulations may be adopted or become applicable to us or our facilities, and 
future changes in laws and regulations may have a detrimental effect on our 
business, certain restructured markets have recently experienced supply problems 
and price volatility. These supply problems and volatility have been the subject 
of a significant amount of press coverage, much of which has been critical of 
the restructuring initiatives, in some of these markets, including California, 
proposals have been made by governmental agencies and other interested parties 
to re-regulate areas of these markets which have previously been deregulated. We 
cannot assure you that other proposals to re-regulate will not be made or that 
legislative or other attention to the electric power restructuring process will 
not cause the deregulation process to be delayed or reversed, if the current 
trend towards competitive restructuring of the wholesale and retail power 
markets is reversed, discontinued or delayed, our business models may be 
inaccurate and we may face difficulty in growing our business and generating 
revenues in accordance with our current business plans. 

The FERC has proposed to broaden its regulations that restrict relations 
between jurisdictional electric and natural gas companies, or "jurisdictional 
companies," and marketing affiliates. The proposed 
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rules would limit communications between a jurisdictional company and all our 
affiliates engaged in energy activities. The rulemaking is pending at the FERC 
and the precise scope and effect of the rule is unclear, if adopted as proposed, 
the rule could adversely affect our ability to coordinate and manage our energy 
activities. 

OUR SALES MAY DECREASE IF WE ARE UNABLE TO GAIN ADEQUATE, RELIABLE AND 
AFFORDABLE ACCESS TO TRANSMISSION AND DISTRIBUTION ASSETS DUE TO THE FERC AND 
REGIONAL REGULATION OF WHOLESALE MARKET TRANSACTIONS FOR ELECTRICITY AND GAS. 

We depend on transmission and distribution facilities owned and operated by 
utilities and other energy companies to deliver the electricity and natural gas 
we sell to the wholesale market, as well as the natural gas we purchase to 
supply some of our electric generation facilities. If transmission is disrupted, 
or if capacity is inadequate, our ability to sell and deliver products may be 
hindered. 

The FERC has issued power transmission regulations that require wholesale 
electric transmission services to be offered on an open-access, 
non-discriminatory basis. Although these regulations are designed to encourage 
competition in wholesale market transactions for electricity, some companies 
have failed to provide fair and equal access to their transmission systems or 
have not provided sufficient transmission capacity to enable other companies to 
transmit electric power. We cannot predict whether and to what extent the 
industry will comply with these initiatives, or whether the regulations will 
fully accomplish their objectives, in addition, other companies' ability to 
access and compete for our existing "native-load" transmission customers may 
negatively affect our business leading to declining prices for transmission 
services as a result of this competition. 

In addition, the independent system operators who oversee the transmission 
systems in regional power markets, such as California, have in the past been 
authorized to impose, and may continue to impose, price limitations and other 
mechanisms to address volatility in the power markets. These types of price 
limitations and other mechanisms may adversely impact the profitability of our 
wholesale power marketing and trading. Given the extreme volatility and lack of 
meaningful long-term price history in many of these markets and the imposition 
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of price limitations by regulators, independent system operators or other market 
operators, we can offer no assurance that we will be able to operate profitably 
in all wholesale power markets. 

IN THE FUTURE, WE MAY NOT BE ABLE TO SECURE LONG-TERM PURCHASE AGREEMENTS 
FOR OUR POWER GENERATION FACILITIES, AND OUR EXISTING POWER PURCHASE AGREEMENTS 
MAY NOT BE ENFORCEABLE, EITHER OF WHICH WOULD SUBJECT OUR SALES TO INCREASED 
VOLATILITY. 

Historically, power from generation facilities has been sold under 
long-term power purchase agreements pursuant to which all energy and capacity 
was generally sold to a single party at fixed prices. Because of changes in the 
industry, the percentage of facilities with these types of long-term power 
purchase agreements has decreased, and it is likely that most of our facilities 
will operate without these agreements, without the benefit of long-term power 
purchase agreements, we cannot assure you that we will be able to sell the power 
generated by our facilities or that our facilities will be able to operate 
profitably. 

Recently, some entities have brought litigation or regulatory proceedings 
aimed at forcing the renegotiation or termination of power purchase agreements 
requiring payments to owners of generating facilities that are qualifying 
facilities under PURPA. Many qualifying facilities sell their electric output to 
utilities and other entities pursuant to long-term contracts at prices that are 
based upon the incremental cost that, at the time of contracting, it was 
estimated that it would cost the utility or entity to generate or purchase the 
power from another source, in some cases, these prices are now substantially in 
excess of market prices, in addition, in the future, utilities and other 
entities, with the approval of federal or state regulatory authorities, could 
seek to abrogate their existing power purchase agreements with qualifying 
facilities or with other power generators, some of our power purchase agreements 
for power generated from our independent power projects and generation assets 
could be subject to similar efforts by the 
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entities who contract to purchase power from our facilities. If those efforts 
were to be successful, our sales could decrease or be subject to increased 
volatility. 

THE DIFFERENT REGIONAL POWER MARKETS IN WHICH WE COMPETE OR WILL COMPETE IN 
THE FUTURE HAVE CHANGING REGULATORY STRUCTURES, WHICH COULD AFFECT OUR GROWTH 
AND PERFORMANCE IN THESE REGIONS. 

Our results are likely to be affected by differences in the market and 
transmission regulatory structures in various regional power markets. Problems 
or delays that may arise in the formation and operation of new regional 
transmission organizations, or RTOs, may restrict our ability to sell power 
produced by our generating capacity to certain markets if there is insufficient 
transmission capacity otherwise available. The rules governing the various 
regional power markets may also change from time to time which could affect our 
costs or revenues. Because it remains unclear which companies will be 
participating in the various regional power markets, or how RTOs will develop or 
what regions they will cover^ we are unable to assess fully the impact that 
these power markets may have on our business. 

Currently, Franchised Electric operates with exclusive rights to supply 
electricity in a franchised service territory of 22,000 square miles in North 
Carolina and South Carolina, our financial performance in our franchised service 
territory is likely to be affected by differences in the market and regulatory 
structures in various regional power markets. Problems that may arise in the 
formation and operation of new RTOS, may result in delayed or disputed 
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collection of revenues. The rules governing the various regional power markets 
may also change from time to time which could affect our costs or revenues. 
Because it remains unclear which companies will be participating in the various 
regional power markets, or how RTOs will develop or what regions they will 
cover, we are unable to assess fully the impact that these power markets may 
have on our business. 

THE RECENTLY ENACTED RATE FREEZE AFFECTING OUR NORTH CAROLINA UTILITY WILL 
LIMIT OUR ABILITY TO PASS ON TO OUR CUSTOMERS OUR COST OF PRODUCING ELECTRICITY. 

In June 2002, the state of North Carolina passed new clean air legislation 
that freezes electric utility rates from June 20, 2002 to December 31, 2007, in 
order for North Carolina electric utilities, including Duke Energy, to make 
significant reductions in emissions of sulfur dioxide and nitrogen oxides from 
the state's coal-fired power plants over the next ten years, we estimate the 
cost of achieving the proposed emission reductions to be approximately $1.5 
billion, while we expect to recover 70% of the total estimated costs of plant 
improvements through the terms of the legislation, there is no guarantee that we 
will recover such amount. In addition, it is unclear how the NCUC will determine 
how any remaining costs will be recovered. As a result of the rate freeze, we 
will be limited in the amount of revenue our North Carolina utility generates in 
relation to operational costs and the amount of recovery for our costs of 
emission reductions. 

GAS 

OUR GAS TRANSMISSION AND STORAGE OPERATIONS ARE SUBJECT TO GOVERNMENT 
REGULATIONS AND RATE PROCEEDINGS THAT COULD HAVE AN ADVERSE IMPACT ON OUR 
ABILITY TO RECOVER THE COSTS OF OPERATING OUR PIPELINE FACILITIES. 

Our U.S. interstate gas transmission and storage operations conducted 
through Duke Energy Gas Transmission Corporation and its subsidiaries are 
subject to the FERC's rules and regulations in accordance with the Natural Gas 
Act of 1938 and the Natural Gas Policy Act of 1978. The FERC's regulatory 
authority extends to: 

- transportation of natural gas; 

- rates and charges; 

- construction; 

- acquisition, extension or abandonment of services or facilities; 

- accounts and records; 
S-13 
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- depreciation and amortization policies; and 

- operating terms and conditions of service. 
The FERC has taken certain actions to strengthen market forces in the 

natural gas pipeline industry which has led to increased competition throughout 
the industry, in a number of key markets, interstate pipelines are now facing 
competitive pressure from other major pipeline systems, enabling local 
distribution companies and end users to choose a supplier or switch suppliers 
based on the short-term price of gas and the cost of transportation. 

in 2000, the FERC issued Order 637, which sets forth 
policies gi 
our pi pel 
in the Di 
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various aspects of the order. Based on the court's order, FERC issued an interim 
policy on certain of the issues remanded by the court and has requested comments 
on the remanded issues, we have filed comments with the FERC, and the matter is 
now pending before the FERC we made an order 637 compliance filing with the 
FERC during 2001. The FERC issued orders approving, subject to modifications, 
the pro forma tariff sheets submitted by us. However, we have filed for 
rehearing of the order with respect to certain issues. The matter is now pending 
before the FERC. Given the extent of the FERC's regulatory power, we cannot give 
any assurance regarding the likely regulations under which we will operate our 
natural gas transmission and storage business in the future or the effect of 
regulation on our financial position and results of operations, in addition, the 
FERC has proposed to broaden its regulations on jurisdictional companies, as 
described above. The proposed rules would limit communications between a 
jurisdictional company and all our affiliates engaged in energy activities. The 
rulemaking is pending at the FERC and the precise scope and effect of the rule 
is unclear, if adopted as proposed, the rule could adversely affect our ability 
to coordinate and manage our energy activities. 

Texas Eastern and Algonquin currently have in effect rate settlements 
approved by FERC which prevent those companies or third parties from modifying 
Texas Eastern and Algonquin's rates, except for certain allowed adjustments. 
These settlements do not preclude the FERC from taking action on its own to 
modify the rates. The Texas Eastern settlement will expire on December 31, 2003 
and the Algonquin settlement will expire on May 1, 2003, at which time the 
companies or third parties may institute actions at the FERC to modify the 
companies' rates. It is not possible to determine at this time whether any such 
actions would be instituted or what the outcome would be but such proceedings 
could result in either Texas Eastern or Algonquin being required to adjust its 
rates. 

POSSIBLE CHANGES AND DEVELOPMENTS IN THE CANADIAN REGULATORY ENVIRONMENT 
COULD RESULT IN A NEGATIVE IMPACT ON WESTCOAST'S BUSINESS AND OPERATIONS. 

Through the acquisition of westcoast, we added a significant network of 
mostly Canadian-based natural gas assets, including transmission pipeline, 
gathering and processing facilities, storage facilities and distribution 
systems. The majority of these assets are subject to various degrees of 
regulation. Currently, westcoast's interprovincial gathering, processing and 
transmission facilities and operations, are regulated by the National Energy 
Board and its storage and distribution facilities and operations are regulated 
by various provincial regulatory authorities. Changes in the regulation of 
Westcoast's facilities and operations may be beyond its control and may impact 
its capacity to conduct its business effectively and sustain or increase 
profitability. Furthermore, as the regulatory environment within which westcoast 
conducts its business and operates its facilities continues to evolve from a 
traditional cost recovery model to a more competitive, market-based approach, 
there is increasing competition among pipeline companies, we cannot predict the 
timing or scope of these changes and developments in the regulatory environment 
or the impact they may ultimately have on westcoast's business and operations. 

A toll settlement approved by the National Energy Board establishes methods 
for setting Westcoast's revenue requirements and tolls for transmission services 
for a two-year period ending December 31, 2003. upon its expiration, westcoast 
may renegotiate the toll settlement and/or apply to the National Energy 
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Board to modify i t s t o l l s . I t i s not possible to predict the impact of these 
a l te rna t i ve courses of act ion on Westcoast's t o l l s fo r transmission services 

Westcoast's southern mainline and the Fort Nelson mainline systems are 
current ly f u l l y contracted. The Fort St. John mainline continues to be 
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under-utilized by approximately 159 MMcf per day or 24% of its total 
contractible capacity, shippers with firm transmission service that expires on 
October 31 of any year may give notice to westcoast, prior to September 30 of 
the previous year, to renew such service effective November 1. Approximately 55% 
by volume of transmission service on the southern mainline and 40% by volume of 
transmission service on the northern mainline is subject to renewal effective 
November 1, 2003 and the balance at varying times thereafter. 

Aboriginal groups have claimed aboriginal and treaty rights over a 
substantial portion of the lands on which westcoast's facilities in British 
Columbia and Alberta and the gas supply areas served by those facilities are 
located. The existence of these claims, which range from the assertion of rights 
of limited use up to aboriginal title, has given rise to some uncertainty 
regarding access to public lands for future development purposes. 

RISKS RELATED TO OUR BUSINESS GENERALLY AND OUR INDUSTRY 

ENVIRONMENTAL REGULATION AND LIABILITY 

OUR BUSINESS WILL BE SUBJECT TO ENVIRONMENTAL LEGISLATION IN ALL 
JURISDICTIONS IN WHICH IT OPERATES AND ANY CHANGES IN SUCH LEGISLATION COULD 
NEGATIVELY AFFECT THE RESULTS OF OPERATIONS. 

Our operations are subject to extensive environmental regulation pursuant 
to a variety of U.S., Canadian, and other federal, provincial, state and 
municipal laws and regulations, such environmental legislation imposes, among 
other things, restrictions, liabilities and obligations in connection with the 
generation, handling, use, storage, transportation, treatment and disposal of 
hazardous substances and waste and in connection with spills, releases and 
emissions of various substances into the environment. Environmental legislation 
also requires that our facilities, sites and other properties associated with 
our operations be operated, maintained, abandoned and reclaimed to the 
satisfaction of applicable regulatory authorities. 

Existing environmental regulations could also be revised or reinterpreted, 
new laws and regulations could be adopted or become applicable to us or our 
facilities, and future changes in environmental laws and regulations could 
occur. The federal government and several states recently have proposed 
increased environmental regulation of many industrial activities, including 
increased regulation of air quality, water quality and solid waste management. 
For example, the U.S. Environmental Protection Agency has recently promulgated 
more stringent air quality standards for particulate matter emitted from power 
plants and is developing new policies concerning the protection of endangered 
species and sediment contamination based on new interpretations of the clean 
Water Act. with the trend toward stricter standards, greater regulation, more 
extensive permit requirements and an increase in the number and types of assets 
operated by us subject to environmental regulation, we expect our environmental 
expenditures to be substantial in the future. 

compliance with environmental legislation can require significant 
expenditures, including expenditures for clean up costs and damages arising out 
of contaminated properties and failure to comply with environmental legislation 
may result in the imposition of fines and penalties. The steps we take to bring 
our facilities into compliance could be prohibitively expensive, and we may be 
required to shut down or alter the operation of our facilities, which may cause 
us to incur losses. Further, our regulatory rate structure and our contracts 
with clients may not necessarily allow us to recover capital costs we incur to 
comply with new environmental regulations such as the rate freeze being imposed 
by the NCUC. Also, we may not be able to obtain or maintain from time to time 
all required environmental regulatory approvals for certain development 
projects, if there is a delay in obtaining anyrequired environmental regulatory 
approvals or if we fail to obtain and comply with them, the operation of our 
facilities could be prevented or become subject to additional costs, should we 
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f a i l to comply wi th a l l applicable environmental laws, we 
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may be subject to penalties and fines imposed against us by regulatory 
authorities. Although it is not expected that the costs of complying with 
current environmental legislation will have a material adverse effect on our 
financial condition or results of operations, no assurance can be made that the 
costs of complying with environmental legislation in the future will not have 
such an effect. 

WE COULD INCUR MATERIAL LOSSES IF WE ARE HELD LIABLE FOR THE ENVIRONMENTAL 
CONDITION OF ANY OF OUR ASSETS. 

We are generally responsible fo r a l l on-s i te l i a b i l i t i e s associated wi th 
the environmental condit ion of our power generation f a c i l i t i e s and natural gas 
assets which we-have acquired or developed, regardless of when the l i a b i l i t i e s 
arose and whether they are known or unknown, in add i t ion , in connection wi th 
certa in acquis i t ions and sales of assets, we may obta in, or be required to 
provide, indemnif icat ion against cer ta in environmental l i a b i l i t i e s , i f we incur 
a material l i a b i l i t y , or the other party to a t ransact ion f a i l s to meet i t s 
indemnif icat ion obl igat ions to us, we could suf fer material losses. 

ACCOUNTING POLICY RISKS 

POTENTIAL CHANGES IN ACCOUNTING PRACTICES FOR THE ENERGY INDUSTRY MAY CAUSE 
US TO REVISE OUR FINANCIAL DISCLOSURE IN THE FUTURE, WHICH MAY CHANGE THE WAY 
ANALYSTS MEASURE OUR BUSINESS OR FINANCIAL PERFORMANCE. 

Recently discovered accounting irregularities in various industries have 
forced regulators and legislators to take a renewed look at accounting 
practices, financial disclosures, companies' relationships with thei r 
independent auditors and retirement plan practices. While it is still unclear 
what laws or regulations will develop, we cannot predict the ultimate impact of 
any future changes in accounting regulations or practices in general with 
respect to public companies or the energy industry or in our operations 
specifically. 

In addition, new accounting standards could be enacted by the Financial 
Accounting standards Board or the SEC which could impact the way we are required 
to record revenues, assets and liabilities. For instance, SFAS No. 143, 
"Accounting for Asset Retirement obligations," which we must implement by 
January 1, 2003, will require that the fair value of a liability for an asset 
retirement obligation be recognized in the period in which it is incurred, if a 
reasonable estimate can be made. Such change in recognition could lead to an 
increase in our liabilities related to certain assets, therefore reducing our 
overall reported assets. Other future changes in accounting standards could lead 
to negative impacts on reported earnings or increases in liabilities which in 
turn could affect our reported results of operations. 

FINANCING RISK 

OUR BUSINESS IS DEPENDENT ON OUR ABILITY TO SUCCESSFULLY ACCESS CAPITAL 
MARKETS. OUR INABILITY TO ACCESS CAPITAL MAY LIMIT OUR ABILITY TO EXECUTE OUR 
BUSINESS PLAN OR PURSUE IMPROVEMENTS. 

We rely on access to both short-term money markets and longer-term capital 
markets as a source of liquidity for capital requirements not satisfied by the 
cash flow from our operations. If we are not able to access capital at 
competitive rates, our ability to implement our strategy will be adversely 
affected. Certain market disruptions or a downgrade of our credit rating may 
increase our cost of borrowing or adversely affect our ability to access one or 
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more f i n a n c i a l markets . Such d i s r u p t i o n s cou ld i n c l u d e : 

- further economic downturns; 

- the bankruptcy of an unrelated energy company; 

- capital market conditions generally; 

- market prices for electricity and gas; 

- terrorist attacks or threatened attacks on our facilities or unrelated 
energy companies; or 

- the overall health of the utility industry. 

Restrictions on our ability to access financial markets may affect our 
ability to execute our business plan as scheduled. An inability to access 
capital may limit our ability to pursue improvements or acquisitions that we may 
otherwise rely on for future growth. 
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INCREASES IN OUR LEVERAGE COULD ADVERSELY AFFECT OUR COMPETITIVE POSITION, 
BUSINESS PLANNING AND FLEXIBILITY, FINANCIAL CONDITION, ABILITY TO SERVICE OUR 
DEBT OBLIGATIONS AND TO PAY DIVIDENDS ON OUR COMMON STOCK, AND ABILITY TO ACCESS 
CAPITAL ON FAVORABLE TERMS. 

Our cash requirements arise primarily from the capital intensive nature of 
our electric utilities, as well as the expansion of our diversified businesses, 
in addition to operating cash flows, we rely heavily on our commercial paper and 
long-term debt, our credit lines impose various limitations that could impact 
our liquidity and result in a material adverse impact on our business strategy 
and our ongoing financing needs, changes in economic conditions could result in 
higher interest rates, which would increase our interest expense on our floating 
rate debt and reduce funds available to us for our current plans. Additionally, 
an increase in our leverage could adversely affect us by: 

- increasing the cost of future debt financing; 

- prohibiting the payment of dividends on our common stock or adversely 
impacting our ability to pay such dividends at the current rate; 

- making it more difficult for us to satisfy our existing financial 
obligations; 

- limiting our ability to obtain additional financing, if we need it, for 
working capital, acquisitions, debt service requirements or other 
purposes; 

- increasing our vulnerability to adverse economic and industry conditions; 

- requiring us to dedicate a substantial portion of our cash flow from 
operations to payments on our debt, which would reduce funds available to 
us for operations, future business opportunities or other purposes; and 

- limiting our flexibility in planning for, or reacting to, changes in our 
business and the industry in which we compete. 

A DOWNGRADE IN OUR CREDIT RATING COULD NEGATIVELY AFFECT OUR ABILITY TO 
ACCESS CAPITAL AND/OR TO OPERATE OUR POWER AND GAS TRADING BUSINESSES. 

Standard & Poor 's Ratings Group, a d i v i s i o n o f The McGraw-Hil l companies, 
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I nc . , and Moody's investors Service, Inc . rate our senior, unsecured debt at A 
and A l , respect ively, w i th our Moody's ra t ing on review for potent ia l downgrade. 
I f Moody's or standard & Poor's were to downgrade our long-term ra t i ng , 
pa r t i cu la r l y below investment grade, our borrowing costs would increase which 
would diminish our f i nanc ia l resu l ts , i n add i t ion , we would l i k e l y be required 
to pay a high i n te res t rate i n fu ture f inancings, and our potent ia l pool of 
investors and funding sources would l i k e l y decrease. Further, i f our short-term 
ra t ing were to f a l l below A - l or P-1, the current rat ings assigned by Standard & 
Poor's and Moody's, respect ive ly , i t would s i g n i f i c a n t l y l i m i t our access to the 
commercial paper market. 

Our power and gas t rad ing businesses re ly on our investment grade ra t ings. 
Most of our counterpart ies require the creditworthiness of an investment grade 
en t i t y to stand behind t ransact ions. I f our rat ings were to decline below 
investment grade, our a b i l i t y to p ro f i t ab l y operate our power and gas t rading 
businesses would be diminished because we would l i k e l y have to deposit 
co l la te ra l of cash or cash related instruments which would reduce our p r o f i t s . 

OPERATIONAL RISKS 

IF WE DO NOT SUCCESSFULLY INTEGRATE RECENTLY ACQUIRED OR NEW ASSETS INTO 
OUR OPERATIONS, WE MAY INCUR SIGNIFICANT EXPENSES AND LOSSES. 

We may not be able to successfully or profitably integrate, operate, 
maintain and manage our recently acquired or developed assets in a competitive 
environment, our ability to successfully integrate acquired assets into our 
operations, such as westcoast, will depend on, among other things, the adequacy 
of our implementation plans and the ability to achieve desired operating 
efficiencies. Successful business combinations require management and other 
personnel to devote significant amounts of time to integrating the acquired 
business with existing operations. These efforts may distract their attention 
from day-to-day business, the development or acquisition of new properties and 
other business opportunities. Unexpected 
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costs or challenges may also arise whenever businesses with different operations 
and management are combined, we will experience increased costs and losses on 
our investments if we are unable to successfully integrate new assets into our 
operations. 

OUR INVESTMENTS AND PROJECTS LOCATED OUTSIDE OF THE UNITED STATES EXPOSE US 
TO RISKS RELATED TO LAWS OF OTHER COUNTRIES, TAXES, ECONOMIC CONDITIONS, 
FLUCTUATIONS IN CURRENCY RATES, POLITICAL CONDITIONS AND POLICIES OF FOREIGN 
GOVERNMENTS. THESE RISKS MAY DELAY OR REDUCE OUR REALIZATION OF VALUE FROM OUR 
INTERNATIONAL PROJECTS. 

We currently own and may acquire and/or dispose of material energy-related 
investments and projects outside the united States. The economic and political 
conditions in certain countries where we have interests or in which we may 
explore development, acquisition or investment opportunities present risks of 
delays in construction and interruption of business, as well as risks of war, 
expropriation, nationalization, renegotiation, trade sanctions or nullification 
of existing contracts and changes in law or tax policy, that are greater than in 
the United states. The uncertainty of the legal environment in certain foreign 
countries in which we develop or acquire projects or make investments could make 
it more difficult to obtain non-recourse project or other financing on suitable 
terms, could adversely affect the ability of certain customers to honor their 
obligations with respect to such projects or investments and could impair our 
ability to enforce our rights under agreements relating to such projects or 
investments. 
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Operations in foreign countries also can present currency exchange rate and 

convertibility, inflation and repatriation risk, in certain conditions under 
which we develop or acquire projects, or make investments, economic and monetary 
conditions and other factors could affect our ability to convert our earnings 
denominated in foreign currencies, in addition, risk from fluctuations in 
currency exchange rates can arise when our foreign subsidiaries expend or borrow 
funds in one type of currency but receive revenue in another, in such cases, an 
adverse change in exchange rates can reduce our ability to meet expenses, 
including debt service obligations. Foreign currency risk can also arise when 
the revenues received by our foreign subsidiaries are not in U.S. dollars, in 
such cases, a strengthening of the U.S. dollar could reduce the amount of cash 
and income we receive from these foreign subsidiaries, while we believe we have 
hedges and contracts in place to mitigate our most significant short-term 
foreign currency exchange risks, our hedges may not be sufficient or we may have 
some exposures that are not hedged which could result in losses or volatility in 
our revenues. 

THE LONG-TERM FINANCIAL CONDITION OF OUR U.S. AND CANADIAN NATURAL GAS 
TRANSMISSION BUSINESSES ARE DEPENDENT ON THE CONTINUED AVAILABILITY OF NATURAL 
GAS RESERVES. 

The development of additional natural gas reserves requires significant 
capital expenditures by others for exploration and development drilling and the 
installation of production, gathering, storage, transportation and other 
facilities and permit natural gas to be produced and delivered to our pipeline 
systems. Low prices for natural gas, regulatory limitations, or the lack of 
available capital for these projects could adversely affect the development of 
additional reserves and production, gathering, storage and pipeline transmission 
and import and export of natural gas supplies. Additional natural gas reserves 
may not be developed in commercial quantities and in sufficient amounts to fill 
the capacities of our pipeline systems. 

GATHERING, PROCESSING AND TRANSPORTING ACTIVITIES INVOLVE NUMEROUS RISKS 
THAT MAY RESULT IN ACCIDENTS AND OTHER OPERATING RISKS AND COSTS. 

There are inherent in our gas gathering, processing and transporting 
properties a variety of hazards and operating risks, such as leaks, explosions 
and mechanical problems, that could cause substantial financial losses, in 
addition, these risks could result in loss of human life, significant damage to 
property, environmental pollution, impairment of our operations and substantial 
losses to us. in accordance with customary industry practice, we maintain 
insurance against some, but not all, of these risks and losses. The occurrence 
of any of these events not fully covered by insurance could have a material 
adverse effect on our financial position and results of operations. The location 
of pipelines near populated areas, including residential areas, commercial 
business centers and industrial sites, could increase the level of damages 
resulting from these risks. 
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WE ARE SUBJECT TO THE RISKS OF NUCLEAR GENERATION. 

Our three nuclear stations, Oconee, Catawba and McGuire subject us to the 
risks of nuclear generation, which include: 

- the potential harmful effects on the environment and human health 
resulting from the operation of nuclear facilities and the storage, 
handling and disposal of radioactive materials; 

- limitations on the amounts and types of insurance commercially available 
to cover losses that might arise in connection with nuclear operations; 
and 
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- uncertainties with respect to the technological and financial aspects of 
decommissioning nuclear plants at the end of their licensed lives. 

The Nuclear Regulatory commission has broad authority under federal law to 
impose licensing and safety-related requirements for the operation of nuclear 
generation facilities, in the event of non-compliance, the Nuclear Regulatory 
Commission has the authority to impose fines or shut down a unit, or both, 
depending upon its assessment of the severity of the situation, until compliance 
is achieved. Revised safety requirements promulgated by the Nuclear Regulatory 
Commission could necessitate substantial capital expenditures at our nuclear 
plants, in addition, although we have no reason to anticipate a serious nuclear 
incident, if an incident did occur, it could have a material adverse effect on 
our results of operations or financial condition. Furthermore, the 
non-compliance of other nuclear facilities operators with applicable regulations 
or the occurrence of a serious nuclear incident at other facilities could result 
in increased regulation of the industry as a whole, which could then increase 
our compliance costs and impact the results of operations of our facilities. 

FIELD SERVICES ACCOUNTING ADJUSTMENTS IN 2002 COULD AFFECT OUR RESULTS OF 
OPERATIONS. 

Field services has been conducting an internal review of various balance 
sheet accounts and anticipates completing this review by December 31, 2002. As 
previously disclosed, this review has already resulted in Field services booking 
reserves for gas imbalances, making adjustments to gas inventories and recording 
other miscellaneous charges of $13 million in the first quarter of 2002 and $34 
million in the second quarter of 2002. Field Services anticipates additional 
adjustments could be required prior to the er)d of 2002. Although the effect of 
these adjustments has not yet been determined, based on the facts known today, 
any such adjustments are not expected to be material to Duke Energy Corporation. 
The impact to us of these adjustments would reflect our approximate 70% 
ownership of Field Services. 

RECENT TERRORIST ACTIVITIES AND THE POTENTIAL FOR MILITARY AND OTHER 
ACTIONS COULD ADVERSELY AFFECT OUR BUSINESS. 

On September 11, 2001, the United states was the target of terrorist 
attacks of unprecedented scope. The continued threat of terrorism and the impact 
of retaliatory military and other action by the united states and its allies may 
lead to increased political, economic and financial market instability and 
volatility in prices for natural gas which could affect the market for our gas 
operations, in addition, future acts of terrorism could be directed against 
companies operating in the United states, in particular, nuclear generation 
facilities such as our nuclear plants could be potential targets of terrorist 
activities. These developments have subjected our operations to increased risks 
and, depending on their ultimate magnitude, could have a material adverse effect 
on our business, in particular, we may experience increased capital or operating 
costs to implement increased security for our plants, including our nuclear 
power plants under the Nuclear Regulatory Commission's design basis threat 
requirements, such as additional physical plant security and additional security 
personnel. 

The insurance industry has also been disrupted by these events. As a 
result, the availability of insurance covering risks we and our competitors 
typically insure against may decrease, in addition, the insurance we are able to 
obtain may have higher deductibles, higher premiums and more restrictive policy 
terms. 
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USE OF PROCEEDS 
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Our net proceeds from the sale of shares of our common stock in this 
offering are estimated to be approximately $974 million (approximately $1,120 
billion if the underwriters' over-allotment option is exercised in full) after 
deducting underwriting discounts and commissions and estimated offering expenses 
payable by us. We expect to use the net proceeds from the offering of common 
stock primarily to make a capital contribution to Duke Capital Corporation so 
that Duke capital can repay outstanding commercial paper which originally was 
issued to fund a portion of the cash consideration paid in the acquisition of 
Westcoast. At September 20, 2002, Duke Capital had approximately $1,528 billion 
of commercial paper outstanding which had a weighted average interest rate of 
1.96% and maturities of approximately four months or less. 
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PRICE RANGE OF COMMON STOCK 

Our common stock trades on the New York stock Exchange, or NYSE, under the 
symbol "DUK." The following table sets forth on a per share basis the high and 
low intra-day prices for our common stock for the periods indicated. 

<Table> 
<Caption> 

COMMON STOCK 
PRICE 

HIGH LOW 

<s> <c> <c> 
2000: 
First Quarter $28.97 $22,88 
second Quarter 31.38 25.94 
Third Quarter 43.69 28.22 
Fourth Quarter 45.22 39.41 
2001: 
First Quarter 40.40 32.12 
Second Quarter 39.20 29.09 
Third Quarter 42.85 34.39 
Fourth Quarter 41.35 32.22 
2002: 
First Quarter 40.00 31.99 
Second Quarter 39.60 28.50 
Third Quarter (through September 25, 2002) 31.10 17.81 
</Table> 

The reported last sale price of our common stock on September 25, 2002 on 
the NYSE was $18.35 per share. As of August 31, 2002, there were approximately 
149,142 holders of record of our common stock. 

DIVIDENDS 

We have paid cash dividends on our common stock without interruption since 
1926. we paid a quarterly dividend of $0,275 per share in each of 2000 and 2001 
and each of the first, second and third quarters of 2002. Future dividends will 
depend upon our future earnings, financial condition and other factors affecting 
dividend policy. 

We have an investorDirect choice Plan pursuant to which holders of our 
common stock may automatically reinvest their common stock dividends in shares 
of our common stock. Holders who become participants in the plan may also make 
optional cash payments (not more than $100,000 per calendar year) to be invested 
in shares of our common stock. For information concerning the InvestorDirect 
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Choice Plan, write us at Duke Energy corporation, investor Relations Department, 
P.O. Box 1005, Charlotte, NC 28201-1005. 
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CAPITALIZATION 

The following table sets forth our capitalization as of June 30, 2002: 

- on an actual basis; and 

- on an as adjusted basis to give effect to the sale of the 54,500,000 
shares of our common stock in this offering and the application of the 
net proceeds as described under "use of Proceeds". 

You should read the information in this table together with our 
consolidated financial statements and the related notes incorporated by 
reference in this prospectus supplement and accompanying prospectus. 

<Table> 
<Caption> 

AS OF JUNE 30, 2002 

ACTUAL AS ADJUSTED 

( IN MILLIONS) 
<s> <c> <c> 
s h o r t - t e r m debt , i n c l u d i n g commercial paper $ 2,673 $ 1,699 

Long-term debt , i n c l u d i n g cu r ren t m a t u r i t i e s : 
F i r s t and re fund ing mortgage bonds 
Other l ong- te rm debt 
Long-term debt o f s u b s i d i a r i e s 

To ta l long term debt 

Guaranteed p r e f e r r e d b e n e f i c i a l i n t e r e s t s i n subord ina ted 
notes o f Duke Energy or s u b s i d i a r i e s 

M i n o r i t y i n t e r e s t s 

Pre fe r red and pre fe rence s tock ; i n c l u d i n g c u r r e n t s i n k i n g 
fund o b l i g a t i o n s : 
w i t h s i n k i n g fund r e q u i r e m e n t s . . . 
w i t hou t s i n k i n g fund requirements 

790 
3,665 
14,882 

19,337 

1,407 

2,996 

38 
209 

790 
3,665 
14,882 

19,337 

1,407 

2,996 

38 
209 

To ta l p r e f e r r e d s tock , i n c l u d i n g c u r r e n t s i n k i n g fund 
o b l i g a t i o n s 247 247 

Common s t o c k h o l d e r s ' e q u i t y : 
Common s tock , no par ; 2 b i l l i o n shares a u t h o r i z e d ; 

832 m i l l i o n shares ou t s t and ing , ac tua l and 887 m i l l i o n 
shares o u t s t a n d i n g , as ad jus ted 

Retai ned earn i ngs 
Accumulated o ther comprehensive income 

8,184 
6,553 
150 

9,158 
6,553 
150 

Tota l common s tockho lde rs ' equ i t y 14,887 15,861 

Tota l c a p i t a l i z a t i o n $41,547 $41,547 

</Table> 
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CERTAIN UNITED STATES TAX CONSEQUENCES TO NON-UNITED STATES HOLDERS 

The following summary describes the material united States federal income 
tax consequences of the ownership of common stock by a Non-United states Holder 
(as defined below) as of the date hereof. This discussion does not address all 
aspects of United states federal income taxes and does not deal with foreign, 
state and local tax consequences that may be relevant to such Non-united states 
Holders in light of their personal circumstances, special rules may apply to 
certain Non-United states Holders, such as certain united states expatriates, 
"controlled foreign corporations," "passive foreign investment companies," 
"foreign personal holding companies" and corporations that accumulate earnings 
to avoid united states federal income tax, that are subject to special treatment 
under the internal Revenue Code of 1986, as amended (the "code"). Such 
Non-United states Holders should consult their own tax advisors to determine the 
united states federal, state, local and other tax consequences that may be 
relevant to them. Furthermore, the discussion below is based upon the provisions 
of the code, and regulations, rulings and judicial decisions thereunder as of 
the date hereof, and such authorities may be repealed, revoked or modified so as 
to result in united States federal income tax consequences different from those 
discussed below. 

If a partnership holds common stock, the tax treatment of a partner will 
generally depend on the status of the partner and the activities of the 
partnership. Persons who are partners of partnerships holding common stock 
should consult their own tax advisors. 

As used herein, a "united states Holder" of common stock means a holder 
that for united States federal income tax purposes is (i) a citizen or resident 
of the United states, (ii) a corporation or partnership created or organized in 
or under the laws of the united States or any political subdivision thereof, 
(iii) an estate the income of which is subject to United States federal income 
taxation regardless of its source or (iv) a trust if (1) it is subject to the 
primary supervision of a court within the united states and one or more United 
States persons have the authority to control all substantial decisions of the 
trust or (2) it has a valid election in effect under applicable U.S. Treasury 
regulations to be treated as a united states person. A "Non-United States 
Holder" is a holder that is not a united states Holder. 

PERSONS CONSIDERING THE PURCHASE, OWNERSHIP OR DISPOSITION OF COMMON STOCK 
SHOULD CONSULT THEIR OWN TAX ADVISORS CONCERNING THE UNITED STATES FEDERAL 
INCOME TAX CONSEQUENCES IN LIGHT OF THEIR PARTICULAR SITUATIONS AS WELL AS ANY 
CONSEQUENCES ARISING UNDER THE LAWS OF ANY OTHER TAXING JURISDICTION. 

DIVIDENDS 

Dividends paid to a Non-United States Holder of common stock generally will 
be subject to withholding of United States federal income tax at a 30% rate or 
such lower rate as may be specified by an applicable income tax treaty. However, 
dividends that are effectively connected with the conduct of a trade or business 
by the Non-United States Holder within the United States, and, where a tax 
treaty applies, are attributable to a United States permanent establishment of 
the Non-United States Holder, are not subject to the withholding tax, but 
instead are subject to United states federal income tax on a net income basis at 
applicable graduated individual or corporate rates. Certain certification and 
disclosure requirements must be satisfied in order for effectively connected 
income to be exempt from withholding. Any such effectively connected dividends 
received by a foreign corporation may be subject to an additional "branch 
profits tax" at a 30% rate or such lower rate as may be specified by an 
applicable income tax treaty. 
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A Non-United s t a t e s Holder o f common s tock who wishes t o c l a im the b e n e f i t 

o f an a p p l i c a b l e t r e a t y ra te (and avo id backup w i t h h o l d i n g as d iscussed below) 
f o r d i v i dends paid w i l l be requ i red (a) t o complete i n t e r n a l Revenue Service 
( " IRS") Form W-8BEN (or o ther a p p l i c a b l e form) and c e r t i f y under p e n a l t i e s o f 
p e r j u r y t h a t such ho lder i s not a un i t ed Sta tes person or (b) i f the common 
stock i s he ld through c e r t a i n f o r e i g n i n t e r m e d i a r i e s , t o s a t i s f y the re levan t 
c e r t i f i c a t i o n requirements o f a p p l i c a b l e U.S. Treasury r e g u l a t i o n s . Special 
c e r t i f i c a t i o n and o the r requirements apply t o c e r t a i n Non-un i ted s ta tes Holders 
t h a t are e n t i t i e s r a t h e r than i n d i v i d u a l s . 
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A Non-United states Holder of common stock eligible for a reduced rate of 
united states withholding tax pursuant to an income tax treaty may obtain a 
refund of any excess amounts withheld by filing an appropriate claim for refund 
with the IRS. 

GAIN ON DISPOSITION OF COMMON STOCK 

A Non-United States Holder generally will not be subject to united states 
federal income tax with respect to gain recognized on a sale or other 
disposition of common stock unless (i) the gain is effectively connected with a 
trade or business of the Non-united States Holder in the United States, and, 
where a tax treaty applies, is attributable to a United States permanent 
establishment of the Non-united states Holder, (ii) in the case of a Non-united 
states Holder who is an individual and holds the common stock as a capital 
asset, such holder is present in the united states for 183 or more days in the 
taxable year of the sale or other disposition and certain other conditions are 
met, or (iii) we are or have been a "united states real property holding 
corporation" for United States federal income tax purposes. 

A Non-United States Holder described in clause (i) above will be subject to 
tax on the net gain derived from the sale under regular graduated united states 
federal income tax rates, and, if it is a corporation, may be subject to the 
branch profits tax on such gain at a 30% rate or such lower rate as may be 
specified by an applicable income tax treaty. An individual Non-United States 
Holder described in clause (ii) above will be subject to a flat 30% tax on the 
gain derived from the sale, which tax may be offset by U.S. source capital 
Tosses (even though the individual is not considered a resident of the United 
States). 

We have not determined whether we are a "United States real property 
holding corporation" for United States federal income tax purposes, if we are or 
become a United States real property holding corporation, provided that the 
common stock is regularly traded on an established securities market, only a 
Non-United states Holder who actually or constructively holds or held (at any 
time during the shorter of the five-year period preceding the date of 
disposition or the holder's holding period) more than five percent of the common 
stock will be subject to United States federal income tax on the disposition of 
the common stock. 

FEDERAL ESTATE TAX 

Common stock held by an ind iv idual Non-United States Holder at the time of 
death w i l l be included in such holder 's gross estate fo r United States federal 
estate tax purposes, unless an appl icable estate tax t rea ty provides otherwise. 

INFORMATION REPORTING AND BACKUP WITHHOLDING 

We must report annually to the iRS and to each Non-United States Holder the 
amount of dividends paid to such holder and the tax withheld, if any, with 
respect to such dividends, regardless of whether withholding was required. 
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Copies o f the i n f o r m a t i o n r e t u r n s r e p o r t i n g such d iv idends and w i t h h o l d i n g may 
a lso be made a v a i l a b l e t o the t ax a u t h o r i t i e s i n t he count ry i n which the 
Non-un i ted s ta tes Holder res ides under the p r o v i s i o n s o f an a p p l i c a b l e income 
tax t r e a t y . 

A Non-United s t a t e s Holder w i l l be sub jec t t o backup w i t h h o l d i n g unless 
a p p l i c a b l e c e r t i f i c a t i o n requirements are met. 

Payment o f the proceeds o f a sa le o f common stock w i t h i n t he Uni ted s ta tes 
or conducted through c e r t a i n U . S . - r e l a t e d f i n a n c i a l i n t e r m e d i a r i e s i s sub jec t t o 
both backup w i t h h o l d i n g and i n f o r m a t i o n r e p o r t i n g unless the b e n e f i c i a l owner 
c e r t i f i e s under p e n a l t i e s o f p e r j u r y t h a t i t i s a Non-uni ted s t a t e s Holder (and 
the payor does not have ac tua l knowledge or reason t o know t h a t t he b e n e f i c i a l 
owner i s a Uni ted s t a t e s person) or the ho lder o therw ise e s t a b l i s h e s an 
exempt ion. 

Any amounts w i t h h e l d under the backup w i t h h o l d i n g ru les may be a l lowed as a 
refund or a c r e d i t aga ins t such h o l d e r ' s Uni ted States f ede ra l income tax 
l i a b i l i t y prov ided the requ i red i n f o r m a t i o n i s f u rn i shed t o the iRS. 
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UNDERWRITING 

Under the terms and subject to the conditions contained in an underwriting 
agreement dated the date of this prospectus supplement, the underwriters named 
below, for whom Morgan Stanley & Co. incorporated is acting as representative, 
have severally agreed to purchase, and we have agreed to sell to them, 
severally, the number of shares of common stock indicated below: 

<Table> 
<caption> 

NAME 
NUMBER OF 
SHARES 

<S> <C> 
Morgan Stanley & Co. i nco rpo ra ted 21,810,900 
Banc o f America s e c u r i t i e s LLC 2,904,850 
Deutsche Bank S e c u r i t i e s i n c 2,904,850 
Goldman, Sachs & Co 2,904,850 
J .P. Morgan s e c u r i t i e s i nc 2,904,850 
Salomon smith Barney inc 2,904,850 
Wachovia s e c u r i t i e s , i n c 2,904,850 
ABN AMRO Rothsch i l d LLC 1,635,000 
CIBC wor ld Markets Corp 1,635,000 
c r e d i t Suisse F i r s t Boston c o r p o r a t i o n 1,635,000 
Sco t ia c a p i t a l (USA) i nc 1,635,000 
TD s e c u r i t i e s (USA) Inc 1,635,000 
UBS Warburg LLC 1,635,000 
Barc lays Bank PLC 545,000 
B lay lock & Par tne rs , L.P 136,250 
BNP Paribas s e c u r i t i e s Corp 272,500 
Commerzbank c a p i t a l Markets c o r p o r a t i o n 545,000 
C r e d i t Lyonnais s e c u r i t i e s (USA) inc 545,000 
Dresdner K le inwor t Wasserste in S e c u r i t i e s LLC 545,000 
Mizuho I n t e r n a t i o n a l PLC 545,000 
RBC C a p i t a l Markets 545,000 
SG cowen s e c u r i t i e s Corpora t ion 545,000 
SunTrust c a p i t a l Markets, i n c 272,500 
Tokyo-Mi tsub ish i s e c u r i t i e s (USA), i n c 545,000 
westLB Panmure Ltd 272,500 
The Wi l l i ams c a p i t a l Group, L.P 136,250 
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Total 54,500,000 

</Table> 

The underwriters are offering the shares of common stock subject to their 
acceptance of the shares from us and subject to prior sale. The underwriting 
agreement provides that the several obligations of the underwriters to pay for 
and accept delivery of the shares of common stock offered by this prospectus 
supplement are subject to the approval of certain legal matters by their counsel 
and to other conditions. The underwriters are obligated to take and pay for all 
of the shares of common stock offered by this prospectus supplement if any are 
taken. However, the underwriters are not required to take or pay for the shares 
of common stock covered by the underwriters' over-allotment option described 
below. 

The underwriters initially propose to offer some of the shares of common 
stock directly to the public at the public offering price listed on the cover 
page of this prospectus supplement. The underwriters may also offer some of the 
shares of common stock to securities dealers at a price that represents a 
concession not in excess of $0.30 per share. After the initial offering of the 
shares of common stock, the offering price 
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and other selling terms may from time to time be changed by Morgan Stanley & Co. 
incorporated on behalf of the underwriters. 

We have granted to the underwriters an option to purchase from us within 30 
days from the date of this prospectus supplement up to an aggregate of 8,175,000 
additional shares of common stock at the public offering price listed on the 
cover page of this prospectus supplement less underwriting discounts and 
commissions. The underwriters may exercise this option solely to cover 
over-allotments, if any, made in connection with this offering, if the option is 
exercised, each underwriter will become obligated, subject to certain 
conditions, to purchase approximately the same percentage of additional shares 
of common stock as the number listed next to the underwriter's name in the 
preceding table bears to the total number of shares of common stock offered by 
all the underwriters, if the underwriters' over-allotment option is exercised in 
full, the total public offering price would be approximately $1,150 billion, the 
total underwriting discounts and commissions would be approximately $29 million 
and the total proceeds to us, before offering expenses, would be approximately 
$1,121 billion. 

We estimate that the total expenses of this offering payable by us, 
excluding underwriting discounts and commissions, will be approximately $1 
mi 11i on. 

Our common stock is listed on the New York stock Exchange and trades under 
the symbol "DUK," and the shares of common stock offered hereby have been 
approved for listing subject to official notice of issuance. No underwriter is 
obligated to make a market in our common stock and any market making may be 
discontinued at any time without notice. 

in connection with this offering, certain of the underwriters may 
distribute prospectuses electronically. 

we have agreed to indemnify the underwriters against certain liabilities, 
including liabilities under the Securities Act of 1933, and to contribute to 
payments the underwriters may be required to make under the securities Act of 
1933. 

we and our executive officers have each agreed that subject to certain 
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exceptions, without the prior written consent of Morgan Stanley & Co. 
Incorporated on behalf of the underwriters, we and our executive officers will 
not, during the 60-day period after the date of this prospectus supplement: 

- offer, pledge, sell or contract to sell any shares of common stock, 

- sell any option or contract to purchase any shares of common stock, 

- purchase any option or contract to sell any shares of common stock, 

- grant any option, right or warrant for the sale of any shares of common 
stock, 

- lend or otherwise dispose of or transfer any shares of common stock, or 

- enter into any swap or other agreement that transfers, in whole or in 
part, the economic consequence of ownership of any shares of common 
stock, whether any such swap or transaction is to be settled by delivery 
of shares or other securities, in cash or otherwise. 

This lock-up provision applies to shares of common stock and to securities 
convertible into or exchangeable or exercisable for or repayable with shares of 
common stock, it also applies to shares of common stock owned now or acquired 
later by the person executing the agreement or for which the person executing 
the agreement later acquires the power of disposition. This agreement does not 
apply to issuances under our employee or director compensation plans or our 
employee or other investment plans. Morgan Stanley & Co. Incorporated on behalf 
of the underwriters, in its sole discretion, may release any of the securities 
subject to these lock-up agreements at any time without notice. 

In order to facilitate the offering of the common stock, the underwriters 
may engage in transactions that stabilize, maintain or otherwise affect the 
price of the common stock. Specifically, the underwriters may over-allot in 
connection with the offering, creating a short position in the common stock for 
their own account. A short sale is covered if the short position is no greater 
than the number of shares of common stock available for purchase by the 
underwriters under the over-allotment option. The underwriters can 
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close out a covered short sale by exercising the over-allotment option or 
purchasing common stock in the open market. In determining the source of common 
stock to close out a covered short sale, the underwriters will consider, among 
other things, the open market price of the common stock compared to the price 
available under the over-allotment option. The underwriters may also sell common 
stock in excess of the over-allotment option, creating a naked short position. 
The underwriters must close out any naked short position by purchasing common 
stock in the open market. A naked short position is more likely to be created if 
the underwriters are concerned that there may be downward pressure on the price 
of the common stock in the open market after pricing that could adversely affect 
investors who purchase shares of common stock in the offering. As an additional 
means of facilitating the offering of common stock, the underwriters may bid for 
and purchase any shares of common stock in the open market to stabilize the 
price of the common stock. Finally, the underwriting syndicate may reclaim 
selling concessions allowed to an underwriter or a dealer for distributing the 
shares of common stock in the offering, if the syndicate repurchases previously 
distributed shares of common stock in transactions to cover syndicate short 
positions, in stabilization transactions or otherwise. Any of these activities 
may stabilize or maintain the market price of the common stock above independent 
market levels or prevent or retard a decline in the market price of the common 
stock. The underwriters are not required to engage in these activities, and may 
end any of these activities at any time. 
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From time to t ime, some of the underwriters and the i r a f f i l i a t e s have 

provided, and continue to provide, investment banking and commercial banking 
services to us and our a f f i l i a t e s . 

EXPERTS 

The consolidated financial statements and the related financial statement 
schedule incorporated in this prospectus supplement by reference from Duke 
Energy's Annual Report on Form 10-K for the year ended December 31, 2001 have 
been audited by Deloitte & Touche LLP, as independent auditors, as stated in 
their report, which is incorporated herein by reference, and have been so 
incorporated in reliance upon the report of such firm given upon their authority 
as experts in accounting and auditing. 

LEGAL MATTERS 

Certain legal matters with respect to the offering of the common stock will 
be passed on for us by Edward M. Marsh, jr., Esq., who is our Deputy General 
Counsel and Assistant secretary, and by Simpson Thacher & Bartlett, New York, 
New York, and for the underwriters by sidley Austin Brown & wood LLP, New York, 
New York. In rendering their opinions, Simpson Thacher & Bartlett and sidley 
Austin Brown & Wood LLP will rely upon Mr. Marsh as to all matters of North 
Carolina law. As of September 23, 2002, Mr. Marsh owned 10,512 shares of our 
common stock or common stock units and options to purchase 36,350 shares, 10,800 
of which were exercisable. 
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PROSPECTUS 

$2,000,000,000 

DUKE ENERGY CORPORATION 

SENIOR NOTES 
JUNIOR SUBORDINATED NOTES 

FIRST AND REFUNDING MORTGAGE BONDS 
COMMON STOCK 

STOCK PURCHASE CONTRACTS 
STOCK PURCHASE UNITS 

DUKE ENERGY CAPITAL TRUST III 

DUKE ENERGY CAPITAL TRUST IV 

DUKE ENERGY CAPITAL TRUST V 

TRUST PREFERRED SECURITIES 
GUARANTEED, TO THE EXTENT DESCRIBED HEREIN, BY 

DUKE ENERGY CORPORATION 

This prospectus contains summaries of the general terms of these 
securities. You will find the specific terms of these securities, and the manner 
in which they are being offered, in supplements to this prospectus. You should 
read this prospectus and the applicable prospectus supplement carefully before 
you invest. 
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The common stock of Duke Energy is listed on the New York Stock Exchange 

under the symbol "DUK." 

Neither the securities and Exchange commission nor any state securities 
commission has approved or disapproved of these securities or passed upon the 
adequacy or accuracy of this prospectus. Any representation to the contrary is 
criminal offense. 

This prospectus is dated August 27, 2002. 
<PAGE> 

ABOUT THIS PROSPECTUS 

This prospectus is part of a registration statement that Duke Energy, Duke 
Energy Capital Trust III, Duke Energy Capital Trust iv and Duke Energy capital 
Trust v filed with the SEC utilizing a "shelf" registration process, under the 
shelf registration process, Duke Energy may issue senior Notes, Junior 
Subordinated Notes, First and Refunding Mortgage Bonds, common stock, stock 
Purchase contracts and stock purchase Units and the Trusts may issue Preferred 
Securities in one or more offerings up to a total dollar amount of 
$2,000,000,000. 

This prospectus provides general descriptions of the securities Duke Energy 
and the Trusts may offer. Each time securities are sold, a prospectus supplement 
will provide specific information about the terms of that offering. The 
prospectus supplement may also add, update or change information contained in 
this prospectus. The registration statement filed with the SEC includes exhibits 
that provide more details about the matters discussed in this prospectus. You 
should read this prospectus, the related exhibits filed with the SEC and any 
prospectus supplement, together with the additional information described under 
the caption "where You Can Find More Information." 

<PAGE> 

DUKE ENERGY CORPORATION 

Duke Energy, together with its subsidiaries, an integrated provider of 
energy and energy services, offers physical delivery and management of both 
electricity and natural gas throughout the United States and abroad. Duke 
Energy, together with its subsidiaries, provides these and other services 
through seven business segments: 

o Franchised Electric 

o Natural Gas Transmission 

o Field Services 

o North American Wholesale Energy 

0 International Energy 

0 other Energy services 

o Duke Ventures 

Franchised Electric generates, transmits, distributes and sells electricity 
in central and western North Carolina and western south Carolina, it conducts 
operations primarily through Duke Power and Nantahala Power and Light. These 
electric operations are subject to the rules and regulations of the Federal 
Energy Regulatory commission ("FERC"), the North Carolina Utilities commission 
and the Public service commission of south Carolina. 
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Natural Gas Transmission provides transportation, storage and distribution 
of natural gas for customers throughout the east coast and southern portion of 
the United states and Canada. Natural Gas Transmission provides gas gathering, 
processing and transportation services to customers located in British Columbia, 
Canada and in the Pacific northwest region of the united states. Natural Gas 
Transmission does business primarily through Duke Energy Gas Transmission 
corporation. Duke Energy acquired westcoast Energy, inc. on March 14, 2002. 
Interstate natural gas transmission and storage operations in the united States 
are subject to the FERC's rules and regulations while natural gas gathering, 
processing, transmission, distribution and storage operations in Canada are 
subject to the rules and regulations of the National Energy Board, the Ontario 
Energy Board and the British Columbia utilities Commission. 

Field Services gathers, processes, transports, markets and stores natural 
gas and produces, transports, markets and stores natural gas liquids, it 
conducts operations primarily through Duke Energy Field Services, LLC, which is 
approximately 30% owned by Phillips Petroleum. Field services operates gathering 
systems in western Canada and 11 contiguous states in the united states. Those 
systems serve major natural gas-producing regions in the Rocky Mountains, 
Permian Basin, Mid-Continent, East Texas-Austin Chalk-North Louisiana, and 
onshore and offshore Gulf coast areas. 

Duke Energy North America develops, operates and manages merchant 
generation facilities and engages in commodity sales and services related to 
natural gas and electric power. Duke Energy North America conducts business 
throughout the United States and Canada through Duke Energy North America, LLC 
and Duke Energy Trading and Marketing, LLC. Duke Energy Trading and Marketing is 
approximately 40% owned by Exxon Mobil Corporation. Prior to April 1, 2002, the 
Duke Energy North America business segment was combined with Duke Energy 
Merchants Holdings, LLC to form a segment called North American wholesale 
Energy. As of June 30, 2002, management combined Duke Energy Merchants Holdings 
with the Other Energy Services segment. Management separated Duke Energy North 
America for increased reporting transparency. Previous periods have been 
reclassified to conform to the current presentation. As of August 1, 2002, Duke 
Energy's North American trading and marketing functions currently in Duke Energy 
North America and Duke Energy Merchants Holdings, including Duke Energy Trading 
and Marketing and the Canadian trading operations, were consolidated into one 
group. 

International Energy develops, operates and manages natural gas 
transportation and power generation facilities and engages in energy trading and 
marketing of natural gas and electric power. It conducts 

3 
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operations primarily through Duke Energy International, LLC and its activities 
target the Latin American, Asia-Pacific and European regions. 

Other Energy services is composed of diverse energy businesses, operating 
primarily through Duke Energy Merchants Holdings, Duke/Fluor Daniel and Energy 
Delivery Services. Duke Energy Merchants Holdings engages in commodity buying 
and selling, and risk management and financial services in the energy commodity 
markets other than natural gas and power (such as refined products, liquefied 
petroleum gas, residual fuels, crude oil and coal). 

Duke/Fluor Daniel provides comprehensive engineering, procurement, 
construction, commissioning and operating plant services for fossil-fueled 
electric power generating facilities worldwide. It is a 50/50 partnership 
between Duke Energy and Fluor Enterprises, inc., a wholly owned subsidiary of 
Fluor Corporation. Energy Delivery services is an engineering, construction, 
maintenance and technical services firm specializing in electric transmission 

Page 34 



DUK Equity 9_2002.txt 
and distribution lines and substation projects, it was formed in the second 
quarter of 2002 from the power delivery services component of Duke Engineering 
Services, inc. This segment was excluded 
services on April 30, 2002. Other Energy 
DukeSolutions, inc. that was not sold on 
Services and DukeSolutions were included 
date of thei r sale. 

from the sale of Duke Engineering & 
Services also retained the portion of 
May 1, 2002. Duke Engineering & 
in Other Energy Services through the 

& 

Duke Ventures is composed of other diverse businesses, operating primarily 
through Crescent Resources, LLC, DukeNet Communications, LLC and Duke Capital 
Partners, LLC. Crescent Resources develops high-quality commercial, residential 
and multi-family real estate projects and manages land holdings primarily in the 
southeastern and southwestern united states. DukeNet communications develops and 
manages fiber optic communications systems for wireless, local and long distance 
communications companies and selected educational, governmental, financial and 
health care entities. Duke Capital Partners, a wholly owned merchant banking 
company, provides debt and equity capital and financial advisory services 
primarily to the energy industry. 

The forei 
a genera 

jgoing information about Duke Energ 
only a general summary and is not intended to be (_uiiitJi cucna i vc. rui auuiLiundi 
information about Duke Energy and its business segments, you should refer to t 
information described under the caption "where You can Find More information." 

y and its business segments is 
e comprehensive. For additional 

should refer to the 

Duke Energy is a North Carolina corporation. Its principal executive 
offices are located at 526 south church Street, charlotte. North Carolina 
(telephone (704) 594-6200). 
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RATIO OF EARNINGS TO FIXED CHARGES 
(UNAUDITED) 

<Table> 
<Caption> 

MONTHS 

JUNE 30, 

2002 

<S> 
Ratio of Earnings 
2.7 
</Table> 

to Fixed Che irges. . . 

YEAR ENDED 

1997(1) 

<c> 
4.0 

1998 

<c> 
4.5 

DECEMBER 31, 

1999 

<C> 
2.7 

2000 

<c> 
3.6 

200: 

<c> 
3.8 

SIX 

ENDED 

<C> 

For purposes of this ratio (a) earnings consist of income from continuing 
operations before income taxes and fixed charges, and (b) fixed charges consist 
of all interest deductions, the interest component of rentals and preference 
security dividends of consolidated subsidiaries. 

(1) Data reflects accounting for the stock-for-stock merger of Duke Energy and 
PanEnergy Corp on June 18, 1997 as a pooling of interests. As a result, the 
data gives effect to the merger as if it had occurred as of January 1, 1997 

<PAGE> 

USE OF PROCEEDS 

Unless Duke Energy states otherwise in the accompanying prospectus 
supplement, Duke Energy intends to use the net proceeds from the sale of any 
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offered securities: 

o to redeem or purchase from time to time presently outstanding securities 
when it anticipates those transactions will result in an overall cost 
savings; 

o to repay maturing securities; 

o to finance its ongoing construction program; or 

o for general corporate purposes. 

The proceeds from the sale of Preferred securities by a Trust will be 
invested in Junior subordinated Notes issued by Duke Energy. Except as Duke 
Energy may otherwise describe in the related prospectus supplement, Duke Energy 
expects to use the net proceeds from the sale of such Junior Subordinated Notes 
to the applicable Trust for the above purposes. 

RECENT DEVELOPMENTS 

Duke Energy adopted SFAS No. 142, "Goodwill and Other Intangible Assets," 
as of January 1, 2002. SFAS No. 142 requires that goodwill no longer be 
amortized over an estimated useful life, as previously required, instead, 
goodwill amounts are subject to a fair-value-based annual impairment assessment. 
Duke Energy did not recognize any material impairment due to the implementation 
of SFAS No. 142. The Standard also requires certain identifiable intangible 
assets to be recognized separately and amortized as appropriate upon 
reassessment. No adjustments to intangibles were identified by Duke Energy at 
transition. 

The following table shows what net income and earnings per share would have 
been if amortization (including any related tax effects) related to goodwill 
that is no longer being amortized had been excluded from prior periods. 

<Table> 
<caption> 
<s> <c> <c> <c> 
<Caption> 

FOR THE YEAR 
ENDED 

2001 2000 
1999 

(IN MILLIONS, EXCEPT 
PER SHARE 

AMOUNTS) 
<s> <c> <c> 
<c> 
Income Before Extraordinary item and cumulative Effect of 
Change in Accounting principle $1,994 $1,776 

$ 847 
Extraordinary Gain, net of tax 

660 
Cumulative Effect of change in Accounting Principle, net of 
tax (96) 

Reported net income 1,898 1,776 
1,507 
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Add back: Goodwill amortization, net oî  tax 
39 

75 56 

Adjusted net income 
$1,546 

$1,973 $1,832 

BASIC EARNINGS PER SHARE (BEFORE EXTRAORDINARY ITEM AND 
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE) 
Reported earnings per share 

$ 1.13 
Goodwill amortization , 
0.05 

$ 2.58 

0.10 

$ 2.39 

0.07 

Adjusted earnings per share 
$1 .18 -

$2.68 $ 2.46 

DILUTED EARNINGS PER SHARE (BEFORE EXTRAORDINARY ITEM AND 
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE) 
Reported earnings per share 

$ 1.13 
Goodwi11 amorti zati on 
0.05 

$2.56 $ 2.38 

0.10 0.07 

Adjusted earnings per share 
$ 1.18 

$2.66 $ 2.45 

</Table> 

<PAGE> 

<Table> 
<caption> 

ENDED 
FOR THE YEAR 

1999 

PER SHARE 

<S> 
<c> 
BASIC EARNINGS PER SHARE 
Reported earnings per share 

$2.04 
Goodwi11 amorti zati on 
0.05 

2001 2000 

(IN MILLIONS, EXCEPT 

<C> 

$ 2.45 

0.10 

AMOUNTS) 
<C> 

$ 2.39 

0.07 

Adjusted earnings per share 
$2.09 

$ 2.55 $ 2.46 
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DILUTED EARNINGS PER SHARE 
Reported earnings per share $ 2.44 $ 2.38 

$ 2.03 
Goodwi 11 amorti zati on 0.10 0.07 
0.05 

Adjusted earnings per share $ 2.54 $ 2.45 
$2.08 

</Table> 

THE TRUSTS 

Duke Energy formed each Trust as a statutory business trust under Delaware 
law. Each Trust's business is defined in a trust agreement executed by Duke 
Energy, as depositor, and Chase Manhattan Bank USA, National Association 
(formerly known as chase Manhattan Bank Delaware). Each trust agreement will be 
amended when Preferred Securities are issued under it and will be in 
substantially the form filed as an exhibit to the registration statement, of 
which this prospectus is a part. An amended trust agreement is called a "Trust 
Agreement" in this prospectus. 

The Preferred Securities and the common securities of each Trust represent 
undivided beneficial interests in the assets of that Trust. The Preferred 
securities and the Common Securities together are sometimes called the "Trust 
Securities" in this prospectus. 

The trustees of each Trust will conduct that Trust's business and affairs. 
Duke Energy, as the holder of the Common securities of each Trust, will appoint 
the trustees of that Trust. The trustees of each Trust will consist of: 

o two o f f i ce rs o f Duke Energy as Administrative Trustees; 

o The JPMorgan chase Bank as Property Trustee; and 

o Chase Manhattan Bank USA, National Association as Delaware Trustee. 

The prospectus supplement relating to the Preferred Securities of a Trust 
will provide further information concerning that Trust. 

No separate financial statements of any Trust are included in this 
prospectus. Duke Energy considers that such statements would not be material to 
holders of the Preferred securities because no Trust has any independent 
operations and the sole purpose of each Trust is investing the proceeds of the 
sale of its Trust securities in Junior subordinated Notes. Duke Energy does not 
expect that any of the Trusts will be filing annual, quarterly or special 
reports with the SEC. 

The principal place of business of each Trust will be c/o Duke Energy 
Corporation, 526 south church Street, charlotte. North Carolina 28202, telephone 
(704) 594-6200. 

ACCOUNTING TREATMENT 

Each Trust will be treated as a subsidiary of Duke Energy for financial 
reporting purposes. Accordingly, Duke Energy's consolidated financial statements 
will include the accounts of each Trust. The Preferred securities, along with 
other trust preferred securities that Duke Energy guarantees on an equivalent 
basis, will be presented as a separate line item in Duke Energy's consolidated 
balance sheets, entitled "Guaranteed Preferred Beneficial interests in 
Subordinated Notes of Duke Energy Corporation or 
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Subsidiaries." Duke Energy will record distributions that each Trust pays on the 
Preferred Securities as an expense in its consolidated statement of income. 

DESCRIPTION OF THE SENIOR NOTES 

Duke Energy will issue the Senior Notes in one or more series under its 
senior indenture dated as of September 1, 1998 between Duke Energy and JPMorgan 
Chase Bank (formerly known as The chase Manhattan Bank), as Trustee, as 
supplemented from time to time. The senior indenture is an exhibit to the 
registration statement, of which this prospectus is a part. 

The Senior Notes are unsecured and unsubordinated obligations and will rank 
equally with all of Duke Energy's other unsecured and unsubordinated 
indebtedness. The First and Refunding Mortgage Bonds are effectively senior to 
the senior Notes to the extent of the value of the properties securing them. As 
of June 30, 2002, there were approximately $790,000,000 in aggregate principal 
amount of First and Refunding Mortgage Bonds outstanding. 

Duke Energy conducts it 
electric operations outside 
subsidiaries. Accordingly, i 
Notes is partly dependent on 
and the ability of those sub 
funds to Duke Energy, in add 
would have to participate in 
subsidiary's liquidation or 
of the subsidiary's creditor 
incurred substantial amounts 
Duke Energy anticipates that 
future. 

s non-electric operations, and certain of its 
its service area in the Carolinas, through 
ts ability to meet its obligations under the senior 
the earnings and cash flows of those subsidiaries 
si diaries to pay dividends or to advance or repay 
ition, the rights that Duke Energy and its creditors 
the assets of any such subsidiary upon the 
recapitalization will be subject to the prior claims 
s. Certain of Duke Energy's subsidiaries have 
of debt in the expansion of their businesses, and 
certain of its subsidiaries will do so in the 

The following description of the senior Notes is only a 
intended to be comprehensive. For additional information you 
senior Indenture. 

General 

summary and is not 
should refer to the 

The Senior indenture does not limit the amount of senior Notes that Duke 
Energy may issue under it. Duke Energy may issue senior Notes from time to time 
under the senior indenture in one or more series by entering into supplemental 
indentures or by its Board of Directors or a duly authorized committee 
authorizing the issuance. The form of supplemental indenture to the Senior 
Indenture is an exhibit to the registration statement, of which this prospectus 
is a part. 

The Senior Notes of a series need not be issued 
interest at the same rate or mature on the same date 

at the same time, bear 

The Senior indenture does not protect the holders of Senior Notes if Duke 
Energy engages in a highly leveraged transaction. 

Provisions Applicable to Particular series 

The prospectus supplement for a particular series of Senior Notes being 
offered will disclose the specific terms related to the offering, including the 
price or prices at which the senior Notes to be offered will be issued. Those 
terms may include some or all of the following: 

0 the title of the series; 
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o the total principal amount of the senior Notes of the series; 

o the date or dates on which principal is payable or the method for 
determining the date or dates, and any right that Duke Energy has to 
change the date on which principal is payable; 

o the interest rate or rates, if any, or the method for determining the 
rate or rates, and the date or dates from which interest will accrue; 
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o any interest payment dates and the regular record date for the interest 
payable on each interest payment date, if any; 

o whether Duke Energy may extend the interest payment periods and, if so, 
the terms of the extension; 

o the place or places where payments will be made; 

o whether Duke Energy has the option to redeem the senior Notes and, if so, 
the terms of its redemption option; 

o any obligation that Duke Energy has to redeem the senior Notes through a 
sinking fund or to purchase the senior Notes through a purchase fund or 
at the option of the holder; 

o whether the provisions described under "Defeasance and Covenant 
Defeasance" will not apply to the Senior Notes; 

o the currency in which payments will be made if other than U.S. dollars, 
and the manner of determining the equivalent of those amounts in U.S. 
dollars; 

o if payments may be made, at Duke Energy's election or at the holder's 
election, in a currency other than that in which the Senior Notes are 
stated to be payable, then the currency in which those payments may be 
made, the terms and conditions of the election and the manner of 
determining those amounts; 

o the portion of the principal payable upon acceleration of maturity, if 
other than the entire principal; 

o whether the senior Notes will be issuable as global securities and, if 
so, the securities depositary; 

o any changes in the events of default or covenants with respect to the 
senior Notes; 

o any index or formula used for determining principal, premium or interest; 

o if the principal payable on the maturity date will not be determinable on 
one or more dates prior to the maturity date, the amount which will be 
deemed to be such principal amount or the manner of determining it; and 

o any other terms. 

Unless Duke Energy states otherwise in the applicable prospectus 
supplement, Duke Energy will issue the Senior Notes only in fully registered 
form without coupons, and there will be no service charge for any registration 
of transfer or exchange of the Senior Notes. Duke Energy may, however, require 
payment to cover any tax or other governmental charge payable in connection with 

Page 40 



DUK Equity 9„2002.txt 
any transfer or exchange, subject to the terms of the Senior indenture and the 
limitations applicable to global securities, transfers and exchanges of the 
Senior Notes may be made at JPMorgan chase Bank, 450 west 33rd street. New York, 
New York 10001 or at any other office or agency maintained by Duke Energy for 
such purpose. 

The Senior Notes will be issuable in denominations o f $1,000 and any 
integral multiples of $1,000, unless Duke Energy states otherwise in the 
applicable prospectus supplement. 

Duke Energy may offer and sell the senior Notes, including original issue 
discount Senior Notes, at a substantialdiscount below their principal amount. 

describe special United States federal 

to 

<PAGE> 

Global securities 

Duke Energy may issue some or all of the senior Notes as book-entry 
securities. Any such book-entry securities will be represented by one or more 
fully registered global securities. Duke Energy will register each global 
security with or on behalf of a securities depositary identified in the 
applicable prospectus supplement. Each global security will be deposited with 
the securities depositary or its nominee or a custodian for the securities 
depositary. 

As long as the securities depositary or its nominee is the registered 
holder of a global security representing Senior Notes, that person will be 
considered the sole owner and holder of the global security and the Senior Notes 
it represents for all purposes. Except in limited circumstances, owners of 
beneficial interests in a global security: 

o may not have the global security or any Senior Notes it represents 
registered in their names; 

o may not receive or be entitled to receive physical delivery of 
certificated Senior Notes in exchange for the global security; and 

o will not be considered the owners or holders of the global security or 
any senior Notes it represents for any purposes under the Senior Notes or 
the senior indenture. 

Duke Energy will make all payments of principal and any premium and 
interest on a global security to the securities depositary or its nominee as the 
holder of the global security. The laws of some jurisdictions require that 
certain purchasers of securities take physical delivery of securities in 
definitive form. These laws may impair the ability to transfer beneficial 
interests in a global security. 

Ownership of beneficial interests in a global security will be limited to 
institutions having accounts with the securities depositary or its nominee, 
which are called "participants" in this discussion, and to persons that hold 
beneficial interests through participants, when a global security representing 
Senior Notes is issued, the securities depositary will credit on its book entry, 
registration and transfer system the principal amounts of senior Notes the 
global security represents to the accounts of its participants, ownership of 
Beneficial interests in a global security will be shown only on, and the 
transfer of those ownership interests will be effected only through, records 
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maintained by: 

o the secur i t ies depositary, wi th respect to par t i c ipan ts ' i n t e res t s ; and 

o any par t i c ipan t , wi th respect to in te res ts the par t ic ipant holds on 
behalf of other persons. 

Payments par t ic ipants make to owners of benef ic ia l in terests held through 
those par t ic ipants w i l l be the respons ib i l i t y of those par t i c ipants . The 
secur i t ies depositary may from time to time adopt various po l ic ies and 
procedures governing payments, t rans fers , exchanges and other matters re la t ing 
to benef ic ia l in terests in a global secur i ty . None of the fo l lowing w i l l have 
any respons ib i l i t y or l i a b i l i t y fo r any aspect of the secur i t ies deposi tary 's or 
any pa r t i c i pan t ' s records re la t ing to benef ic ia l in te res ts in a global secur i ty 
representing senior Notes, fo r payments made on account of those benef ic ia l 
in terests or fo r maintaining, supervising or reviewing any records re la t ing to 
those benef ic ia l i n te res ts : 

o Duke Energy; 

o the Senior indenture Trustee; or 

o an agent of either of them. 

Redemption 

Provisions relating to the redemption of Senior Notes will be set forth in 
the applicable prospectus supplement, unless Duke Energy states otherwise in the 
applicable prospectus supplement, Duke Energy may redeem Senior Notes only upon 
notice mailed at least 30 but not more than 60 days before the date fixed for 
redemption, unless Duke Energy states otherwise in the applicable prospectus 
supplement, that notice may state that the redemption will be conditional upon 
the Senior indenture Trustee, or the applicable paying agent, receiving 
sufficient funds to pay the principal, premium and interest on those 
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Senior Notes on the date fixed for redemption and that if the Senior indenture 
Trustee or the applicable paying agent does not receive those funds, the 
redemption notice will not apply, and Duke Energy will not be required to redeem 
those Senior Notes. 

Duke Energy will not be required to: 

o issue, register the transfer of, or exchange any senior Notes of a series 
during the period beginning 15 days before the date the notice is mailed 
identifying the Senior Notes of that series that have been selected for 
redemption; or 

o register the transfer of or exchange any Senior Note of that series 
selected for redemption except the unredeemed portion of a Senior Note 
being partially redeemed. 

Consolidation, Merger, Conveyance or Transfer 

with 
and assets 

The senior Indenture provides that Duke Energy may consolidate or merge 
or into, or convey or transfer all or substantially all of its properties 

ana assets to, another corporation or other entity. Any successor must, however, 
assume Duke Energy's obligations under the senior indenture and the senior Notes 
issued under it, and Duke Energy must deliver to the Senior Indenture Trustee a 
statement by certain of its officers and an opinion of counsel that affirm 
compliance with all conditions in the senior indenture relating to the 
transaction, when those conditions are satisfied, the successor will succeed to 
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and be substituted for Duke Energy under the senior indenture, and Duke Energy 
will be relieved of its obligations under the senior indenture and the Senior 
Notes. 

Modi fi cati on; wai ver 

Duke Energy may modify the senior indenture with the consent of the holders 
of a majority in principal amount of the outstanding senior Notes of all series 
of senior Notes that are affected by the modification, voting as one class. The 
consent of the holder of each outstanding senior Note affected is, however, 
required to: 

o change the maturity date of the principal or any installment of principal 
or interest on that senior Note; 

o reduce the principal amount, the interest rate or any premium payable 
upon redemption on that Senior Note; 

o reduce the amount of principal due and payable upon acceleration of 
maturity; 

0 change the currency of payment of principal, premium or interest on that 
Senior Note; 

o impair the right to institute suit to enforce any such payment on or 
after the maturity date or redemption date; 

or 

o with certain exceptions, modify the provisions of the senior indenture 
governing modifications of the Senior indenture or governing waiver of 
covenants or past defaults. 

In addition, Duke Energy may modify the Senior indenture for certain other 
purposes, without the consent of any holders of Senior Notes. 

The holders of a majority in principal amount of the outstanding Senior 
Notes of any series may waive, for that series, Duke Energy's compliance with 
certain restrictive provisions of the senior Indenture, including the covenant 
described under "Negative Pledge." The holders of a majority in principal amount 
of the outstanding senior Notes of all series under the senior indenture with 
respect to which a default has occurred and is continuing, voting as one class, 
may waive that default for all those series, except a default in the payment of 
principal or any premium or interest on any senior Note or a default with 
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respect to a covenant or provision which cannot be modified without the consent 
of the holder of each outstanding senior Note of the series affected. 

Events of Default 

The following are events of default under the Senior indenture with respect 
to any series of senior Notes, unless Duke Energy states otherwise in the 
applicable prospectus supplement: 

o failure to pay principal of or any premium on any senior Note of that 
series when due; 

o failure to pay when due any interest on any Senior Note of that series 
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that continues for 60 days; for this purpose, the date on which interest 
is due is the date on which Duke Energy is required to make payment 
following any deferral of interest payments by it under the terms of 
Senior Notes that permit such deferrals; 

o failure to make any sinking fund payment when required for any senior 
Note of that series that continues for 60 days; 

o failure to perform any covenant in the Senior indenture (other than a 
covenant expressly included solely for the benefit of other series) that 
continues for 90 days after the Senior indenture Trustee or the holders 
of at least 33% of the outstanding Senior Notes of that series give Duke 
Energy written notice of the default; and 

o certain bankruptcy, insolvency or reorganization events with respect to 
Duke Energy. 

In the case of the fourth event of default listed above, the senior indenture 
Trustee may extend the grace period, in addition, if holders of a particular 
series have given a notice of default, then holders of at least the same 
percentage of senior Notes of that series, together with the senior Indenture 
Trustee, may also extend the grace period. The grace period will be 
automatically extended if Duke Energy has initiated and is diligently pursuing 
corrective action. 

Duke Energy may establish additional events of default for a particular 
series and, if established, any such events of default will be described in the 
applicable prospectus supplement. 

If an event of default with respect to senior Notes of a series occurs and 
is continuing, then the Senior indenture Trustee or the holders of at least 33% 
in principal amount of the outstanding Senior Notes of that series may declare 
the principal amount of all Senior Notes of that series to be immediately due 
and payable. However, that event of default will be considered waived at any 
time after the declaration but before a judgment for payment of the money due 
has been obtained if: 

o Duke Energy has paid or deposited with the Senior indenture Trustee all 
overdue interest, the principal and any premium due otherwise than by the 
declaration and any interest on such amounts, and any interest on overdue 
interest, to the extent legally permitted, in each case with respect to 
that series, and all amounts due to the Senior indenture Trustee; and 

o all events of default with respect to that series, other than the 
nonpayment of the principal that became due solely by virtue of the 
declaration, have been cured or waived. 

The Senior indenture Trustee is under no obligation to exercise any of its 
rights or powers at the request or direction of any holders of Senior Notes 
unless those holders have offered the Senior indenture Trustee security or 
indemnity against the costs, expenses and liabilities which it might incur as a 
result. The holders of a majority in principal amount of the outstanding senior 
Notes of any series have, with certain exceptions, the right to direct the time, 
method and place of conducting any proceedings for any remedy available to the 
senior indenture Trustee or the exercise of any power of the Senior indenture 
Trustee with respect to those Senior Notes. The Senior indenture Trustee may 
withhold notice of any default, except a default in the payment of principal or 
interest, from the holders of any series if the Senior indenture Trustee in good 
faith considers it in the interest of the holders to do so. 
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The holder of any Senior Note will have an absolute and unconditional right 

to receive payment of the principal, any premium and, within certain 
limitations, any interest on that Senior Note on its maturity date or redemption 
date and to enforce those payments. 

Duke Energy is required to furnish each year to the senior indenture 
Trustee a statement by certain of its officers to the effect that it is not in 
default under the senior indenture or, if there has been a default, specifying 
the default and its status. 

Payments; Paying Agent 

The paying agent will pay the principal of any Senior Notes only if those 
senior Notes are surrendered to it. The paying agent will pay interest on senior 
Notes issued as global securities by wire transfer to the holder of those global 
securities. Unless Duke Energy states otherwise in the applicable prospectus 
supplement, the paying agent will pay interest on senior Notes that are not in 
global form at its office or, at Duke Energy's option: 

o by wire transfer to an account at a banking institution in the united 
States that is designated in writing to the Senior indenture Trustee at 
least 16 days prior to the date of payment by the person entitled to that 
interest; or 

o by check mailed to the address of the person entitled to that interest as 
that address appears in the security register for those Senior Notes. 

Unless Duke Energy states otherwise in the applicable prospectus 
supplement, the Senior indenture Trustee will act as paying agent for that 
series of Senior Notes, and the principal corporate trust office of the senior 
indenture Trustee will be the office through which the paying agent acts. Duke 
Energy may, however, change or add paying agents or approve a change in the 
office through which a paying agent acts. 

Any money that Duke Energy has paid to a paying agent for principal or 
interest on any Senior Notes which remains unclaimed at the end of two years 
after that principal or interest has become due will be repaid to Duke Energy at 
its request. After repayment to Duke Energy, holders should look only to Duke 
Energy for those payments. 

Negative Pledge 

while any of the Senior Notes remain outstanding, Duke Energy will not 
create, or permit to be created or to exist, any mortgage, lien, pledge, 
security interest or other encumbrance upon any of its property, whether owned 
on or acquired after the date of the Senior indenture, to secure any 
indebtedness for borrowed money of Duke Energy, unless the Senior Notes then 
outstanding are equally and ratably secured for so long as any such indebtedness 
is so secured. 

The foregoing restriction does not apply with respect to, among other 
things: 

o purchase money mortgages, or other purchase money liens, pledges, 
security interests or encumbrances upon property that Duke Energy 
acquired after the date of the Senior indenture; 

o mortgages, liens, pledges, security interests or other encumbrances 
existing on any property at the time Duke Energy acquired it, including 
those which exist on any property of an entity with which Duke Energy is 
consolidated or merged or which transfers or leases all or substantially 
all of its properties to Duke Energy; 
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0 mortgages, liens, pledges, security interests or other encumbrances upon 
any property of Duke Energy that existed on the date of the initial 
issuance of the Senior Notes; 

o pledges or deposits to secure performance in connection with bids, 
tenders, contracts (other than contracts for the payment of money) or 
leases to which Duke Energy is a party; 

o liens created by or resulting from any litigation or proceeding which at 
the time is being contested in good faith by appropriate proceedings; 

<PAGE> 
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o liens incurred in connection with the issuance of bankers' acceptances 
and lines of credit, bankers' liens or rights of offset and any security 
given in the ordinary course of business to banks or others to secure any 
indebtedness payable on demand or maturing within 12 months of the date 
that such indebtedness is originally incurred; 

o liens incurred in connection with repurchase, swap or other similar 
agreements (including commodity price, currency exchange and interest 
rate protection agreements); 

o liens securing industrial revenue or pollution control bonds; 

o liens, pledges, security interests or other encumbrances on any property 
arising in connection with any defeasance, covenant defeasance or 
in-substance defeasance of indebtedness of Duke Energy; 

o liens created in connection with, and created to secure, a non-recourse 
obligation; 

o Bonds issued or to be issued from time to time under Duke Energy's First 
and Refunding Mortgage, and the "permitted liens" specified in Duke 
Energy's First and Refunding Mortgage; 

o indebtedness which Duke Energy may issue in connection with its 
consolidation or merger with or into any other entity, which may be its 
affiliate, in exchange for or otherwise in substitution for secured 
indebtedness of that entity ("Third Party Debt") which by its terms (1) 
is secured by a mortgage on all or a portion of the property of that 
entity, (2) prohibits that entity from incurring secured indebtedness, 
unless the Third Party Debt is secured equally and ratably with such 
secured indebtedness or (3) prohibits that entity from incurring secured 
H nHf th i -oHnocc • 

o indebtedness of any entity which Duke Energy is required to assume in 
connection with a consolidation or merger of that entity, with respect to 
which any property of Duke Energy is subjected to a mortgage, lien, 
pledge, security interest or other encumbrance; 

o mortgages, liens, pledges, security interests or other encumbrances upon 
any property that Duke Energy acquired, constructed, developed or 
improved after the date of the Senior indenture which are created before, 
at the time of, or within 18 months after such acquisition -- or in the 
case of property constructed, developed or improved, after the completion 
of the construction, development or improvement and commencement of full 
commercial operation of that property, whichever is later -- to secure or 
provide for the payment of any part of its purchase price or cost; 
provided that, in the case of such construction, development or 
improvement, the mortgages, liens, pledges, security interests or other 
encumbrances shall not apply to any property that Duke Energy owns other 
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than real property that is unimproved up to that time; and 

o the replacement, extension or renewal of any mortgage, lien, pledge, 
security interest or other encumbrance described above; or the 
replacement, extension or renewal (not exceeding the principal amount of 
indebtedness so secured together with any premium, interest, fee or 
expense payable in connection with any such replacement, extension or 
renewal) of the indebtedness so secured; provided that such replacement, 
extension or renewal is limited to all or a part of the same property 
that secured the mortgage, lien, pledge, security interest or other 
encumbrance replaced, extended or renewed, plus improvements on it or 
additions or accessions to it. 

In addition, Duke Energy may create or assume any other mortgage, lien, pledge, 
security interest or other encumbrance not excepted in the senior indenture 
without Duke Energy equally and ratably securing the senior Notes, if 
immediately after that creation or assumption, the principal amount of 
indebtedness for borrowed money of Duke Energy that all such other mortgages, 
liens, pledges, security interests and other encumbrances secure does not exceed 
an amount equal to 10% of Duke Energy's common stockholders' equity as shown on 
its consolidated balance sheet for the accounting period occurring immediately 
before the creation or assumption of that mortgage, lien, pledge, security 
interest or other encumbrance. 
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Defeasance and Covenant Defeasance 

The Senior indenture provides that Duke Energy may be: 
o discharged from its obligations, with certain limited exceptions, with 
respect to any series of senior Notes, as described in the Senior 
Indenture, such a discharge being called a "defeasance" in this 
prospectus; and 

o released from its obligations under certain restrictive covenants 
especially established with respect to any series of Senior Notes, 
including the covenant described under "Negative Pledge," as described in 
the senior Indenture, such a release being called a "covenant defeasance" 
in this prospectus. 

Duke Energy must satisfy certain conditions to effect a defeasance or covenant 
defeasance. Those conditions include the irrevocable deposit with the senior 
Indenture Trustee, in trust, of money or government obligations which through 
their scheduled payments of principal and interest would provide sufficient 
money to pay the principal and any premium and interest on those Senior Notes on 
the maturity dates of those payments or upon redemption. 

Following a defeasance, payment of the Senior Notes defeased may not be 
accelerated because of an event of default under the Senior Indenture. Following 
a covenant defeasance, the payment of Senior Notes may not be accelerated by 
reference to the covenants from which Duke Energy has been released. A 
defeasance may occur after a covenant defeasance. 

Under current united states federal income tax laws, a defeasance would be 
treated as an exchange of the relevant Senior Notes in which holders of those 
Senior Notes might recognize gain or loss. In addition, the amount, timing and 
character of amounts that holders would thereafter be required to include in 
income might be different from that which would be includible in the absence of 
that defeasance. Duke Energy urges investors to consult their own tax advisors 
as to the specific consequences of a defeasance, including the applicability and 
effect of tax laws other than united states federal income tax laws. 
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Under current united States federal income tax law, unless accompanied by 
other changes in the terms of the senior Notes, a covenant defeasance should not 
be treated as a taxable exchange. 

concerning the senior indenture Trustee 

JPMorgan Chase Bank (formerly known as The chase Manhattan Bank) is the 
Senior indenture Trustee and is also the trustee under Duke Energy's 
Subordinated indenture and the trustee under Duke Energy's First and Refunding 
Mortgage. Duke Energy and certain of its affiliates maintain deposit accounts 
and banking relationships with JPMorgan chase Bank. JPMorgan chase Bank also 
serves as trustee or agent under other indentures and agreements pursuant to 
which securities of Duke Energy and of certain of its affiliates are 
outstanding. 

The Senior indenture Trustee will perform only those duties that are 
specifically set forth in the senior indenture unless an event of default under 
the Senior indenture occurs and is continuing, in case an event of default 
occurs and is continuing, the senior indenture Trustee will exercise the same 
degree of care as a prudent individual would exercise in the conduct of his or 
her own affai rs. 

DESCRIPTION OF THE JUNIOR SUBORDINATED NOTES 

Duke Energy will issue the Junior subordinated Notes in one or more series 
under its subordinated indenture dated as of December 1, 1997 between Duke 
Energy and JPMorgan chase Bank (formerly known as The chase Manhattan Bank), as 
Trustee, as supplemented from time to time. The Subordinated Indenture is an 
exhibit to the registration statement, of which this prospectus is a part. 

The Junior Subordinated Notes are unsecured obligations of Duke Energy and 
are junior in right of payment to "Senior indebtedness" of Duke Energy. You will 
find a description of the subordination provisions of the Junior Subordinated 
Notes, including a description of senior indebtedness of Duke Energy, under 
"Subordination. 
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Duke Energy conducts i t s non-electr ic operations, and cer ta in of i t s 
e l ec t r i c operations outside i t s service area in the Carolinas, through 
subsid iar ies. Accordingly, i t s a b i l i t y to meet i t s ob l igat ions under the Junior 
Subordinated Notes i s pa r t l y dependent on the earnings and cash flows of those 
subsidiar ies and the a b i l i t y of those subsidiar ies to pay dividends or to 
advance or repay funds to Duke Energy, in add i t ion , the r ights that Duke Energy 
and i t s credi tors would have to par t ic ipa te in the assets of any such subsidiary 
upon the subsid iary 's l i qu ida t i on or recap i ta l i za t ion w i l l be subject to the 
pr io r claims of the subs id iary 's c red i to rs , cer ta in of Duke Energy's 
subsidiar ies have incurred substant ial amounts of debt in the expansion of t he i r 
businesses and Duke Energy ant ic ipates that cer ta in of i t s subsidiar ies w i l l do 
so in the fu tu re . 

The fo l lowing descr ip t ion of the Junior subordinated Notes i s only a 
summary and i s not intended to be comprehensive. For addi t ional information you 
should refer to the Subordinated Indenture. 

General 

The Subordinated Indenture does not limit the amount of Subordinated Notes, 
including Junior subordinated Notes, that Duke Energy may issue under it. Duke 
Energy may issue subordinated Notes, including Junior subordinated Notes, from 
time to time under the subordinated indenture in one or more series by entering 
into supplemental indentures or by its Board of Directors or a duly authorized 
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committee authorizing the issuance. Two l̂ orms of supplemental indenture to the 
subordinated indenture (one with respect to Junior Subordinated Notes initially 
issued to a Trust and the other with respect to Junior Subordinated Notes 
initially issued to the public) are exhibits to the registration statement, of 
which this prospectus is a part. 

The Junior Subordinated Notes of a series need not be issued at the same 
time, bear interest at the same rate or mature on the same date. 

The Subordinated indenture does not protect the holders of Junior 
Subordinated Notes if Duke Energy engages in a highly leveraged transaction. 

Provisions Applicable to Particular series 

The prospectus supplement for a particular series of Junior subordinated 
Notes being offered will disclose the specific terms related to the offering, 
including the price or prices at which the Junior Subordinated Notes to be 
offered will be issued. Those terms may include some or all of the following: 

o the title of the series; 

o the total principal amount of the Junior Subordinated Notes of the 
series; 

o the date or dates on which principal is payable or the method for 
determining the date or dates, and any right that Duke Energy has to 
change the date on which principal is payable; 

o the interest rate or rates, if any, or the method for determining the 
rate or rates, and the date or dates from which interest will accrue; 

o any interest payment dates and the regular record date for the interest 
payable on each interest payment date, if any; 

o whether Duke Energy may extend the interest payment periods and, if so, 
the terms of the extension; 

o the place or places where payments will be made; 

o whether Duke Energy has the option to redeem the Junior Subordinated 
Notes and, if so, the terms of its redemption option; 

o any obligation that Duke Energy has to redeem the Junior subordinated 
Notes through a sinking fund or to purchase the Junior Subordinated Notes 
through a purchase fund or at the option of the holder; 
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o whether the provisions described under "Defeasance and Covenant 
Defeasance" will not apply to the Junior Subordinated Notes; 

o the currency in which payments will be made if other than U.S. dollars, 
and the manner of determining the equivalent of those amounts in U.S. 
dollars; 

o if payments may be made, at Duke Energy's election or at the holder's 
election, in a currency other than that in which the Junior subordinated 
Notes are stated to be payable, then the currency in which those payments 
may be made, the terms and conditions of the election and the manner of 
determining those amounts; 

o the portion of the principal payable upon acceleration of maturity, if 
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other than the entire principal; 

o whether the Junior subordinated Notes will be issuable as global 
securities and, if so, the securities depositary; 

o any changes in the events of default or covenants with respect to the 
Junior Subordinated Notes; 

o any index or formula used for determining principal, premium or interest; 

o if the principal payable on the maturity date will not be determinable on 
one or more dates prior to the maturity date, the amount which will be 
deemed to be such principal amount or the manner of determining it; 

o the subordination of the Junior Subordinated Notes to any other of Duke 
Energy's indebtedness, including other series of Subordinated Notes; and 

o any other terms. 

The interest rate and interest and other payment dates of each series of 
Junior subordinated Notes issued to a Trust will correspond to the rate at which 
distributions will be paid and the distribution and other payment dates of the 
Preferred Securities of that Trust. 

unless Duke Energy states otherwise in the applicable prospectus 
supplement, Duke Energy will issue the Junior Subordinated Notes only in fully 
registered form without coupons, and there will be no service charge for any 
registration of transfer or exchange of the Junior Subordinated Notes. Duke 
Energy may, however, require payment to cover any tax or other governmental 
charge payable in connection with any transfer or exchange. Subject to the terms 
of the Subordinated indenture and the limitations applicable to global 
securities, transfers and exchanges of the Junior Subordinated Notes may be made 
at JPMorgan chase Bank, 450 West 33rd Street, New York, New York 10001 or at any 
other office maintained by Duke Energy for such purpose. 

The Junior Subordinated Notes will be issuable in denominations of $1,000 
and any integral multiples of $1,000, unless Duke Energy states otherwise in the 
applicable prospectus supplement. 

Duke Energy may offer and sell the Junior Subordinated Notes, including 
original issue discount Junior Subordinated Notes, at a substantial discount 
below their principal amount. The applicable prospectus supplement will describe 
special united States federal income tax and any other considerations applicable 
to those securities. In addition, the applicable prospectus supplement may 
describe certain special United States federal income tax or other 
considerations, if any, applicable to any Junior Subordinated Notes that are 
denominated in a currency other than U.S. dollars. 

Global securities 

Duke Energy may issue some or all of the Junior subordinated Notes as 
book-entry securities. Any such book-entry securities will be represented by one 
or more fully registered global certificates. Duke Energy will register each 
global security with or on behalf of a securities depositary identified in the 
applicable prospectus supplement. Each global security will be deposited with 
the securities depositary or its nominee or a custodian for the securities 
depositary. 
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AS long as the securities depositary or its nominee is the registered 
holder of a global security representing Junior Subordinated Notes, that person 
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will be considered the sole owner and holder of the global security and the 
Junior Subordinated Notes it represents for all purposes. Except in limited 
circumstances, owners of beneficial interests in a global security: 

o may not have the global security or any Junior subordinated Notes it 
represents registered in their names; 

o may not receive or be entitled to receive physical delivery of 
certificated Junior Subordinated Notes in exchange for the global 
security; and 

o will not be considered the owners or holders of the global security or 
any Junior subordinated Notes it represents for any purposes under the 
Junior subordinated Notes or the subordinated indenture. 

Duke Energy will make all payments of principal and any premium and 
interest on a global security to the securities depositary or its nominee as the 
holder of the global security. The laws of some jurisdictions require that 
certain purchasers of securities take physical delivery of securities in 
definitive form. These laws may impair the ability to transfer beneficial 
interests in a global security. 

Ownership of beneficial interests in a global security will be limited to 
institutions having accounts with the securities depositary or its nominee, 
which are called "participants" in this discussion, and to persons that hold 
beneficial interests through participants, when a global security representing 
Junior Subordinated Notes is issued, the securities depositary will credit on 
its book-entry, registration and transfer system the principal amounts of Junior 
Subordinated Notes the global security represents to the accounts of its 
participants, ownership of beneficial interests in a global security will be 
shown only on, and the transfer of those ownership interests will be effected 
only through, records maintained by: 

o the securities depositary, with respect to participants' interests; and 

o any participant, with respect to interests the participant holds on 
behalf of other persons. 

Payments participants make to owners of beneficial interests held through 
those participants will be the responsibility of those participants. The 
securities depositary may from time to time adopt various policies and 
procedures governing payments, transfers, exchanges and other matters relating 
to beneficial interests in a global security. None of the following will have 
any responsibility or liability for any aspect of the securities depositary's or 
any participant's records relating to beneficial interests in a global security 
representing Junior Subordinated Notes, for payments made on account of those 
beneficial interests or for maintaining, supervising or reviewing any records 
relating to those beneficial interests: 

o Duke Energy; 

o the Subordinated Indenture Trustee; 

o the Trust (if the Junior subordinated Notes are issued to a Trust); or 

o any agent of any of them. 

Redemption 

Provisions relating to the redemption of Junior Subordinated Notes will be 
set forth in the applicable prospectus supplement, unless Duke Energy states 
otherwise in the applicable prospectus supplement, Duke Energy may redeem Junior 
Subordinated Notes only upon notice mailed at least 30 but not more than 60 days 
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before the date fixed for redemption. 

Duke Energy will not be required to: 

o issue, register the transfer of, or exchange any Junior Subordinated 
Notes of a series during the period beginning 15 days before the date the 
notice is mailed identifying the Junior Subordinated Notes of that series 
that have been selected for redemption; or 
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o register the transfer of or exchange any Junior Subordinated Note of that 
series selected for redemption except the unredeemed portion of a Junior 
Subordinated Note being partially redeemed. 

Consolidation, Merger, Conveyance or Transfer 

The subordinated indenture provides that Duke Energy may consolidate or 
merge with or into, or convey or transfer all or substantially all of its 
properties and assets to, another corporation or other entity. Any successor 
must, however, assume Duke Energy's obligations under the subordinated indenture 
and the subordinated Notes, including the Junior subordinated Notes, and Duke 
Energy must deliver to the Subordinated indenture Trustee a statement by certain 
of its officers and an opinion of counsel that affirm compliance with all 
conditions in the subordinated indenture relating to the transaction, when those 
conditions are satisfied, the successor will succeed to and be substituted for 
Duke Energy under the subordinated indenture, and Duke Energy will be relieved 
of its obligations under the Subordinated indenture and any Subordinated Notes, 
including the Junior Subordinated Notes. 

Modification; waiver 

Duke Energy may modify the Subordinated Indenture with the consent of the 
holders of a maiority in principal amount of the outstanding Subordinated Notes 
of all series that are affected by the modification, voting as one class. The 
consent of the holder of each outstanding subordinated Note affected is, 
however, required to: 

o change the maturity date of the principal or any installment of principal 
or interest on that subordinated Note; 

o reduce the principal amount, the interest rate or any premium payable 
upon redemption on that Subordinated Note; 

o reduce the amount of principal due and payable upon acceleration of 
maturity; 

o change the currency of payment of principal, premium or interest on that 
Subordinated Note; 

o impair the right to institute suit to enforce any such payment on or 
after the maturity date or redemption date; 

o reduce the percentage in principal amount of subordinated Notes of any 
series required to modify the subordinated indenture, waive compliance 
with certain restrictive provisions of the subordinated indenture or 
waive certain defaults; or 

o with certain exceptions, modify the provisions of the subordinated 
Indenture governing modifications of the Subordinated Indenture or 
governing waiver of covenants or past defaults. 
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In addition, Duke Energy may modify the subordinated indenture for certain other 
purposes, without the consent of any holders of subordinated Notes, including 
Junior Subordinated Notes. 

The holders of a majority in principal amount of the outstanding Junior 
Subordinated Notes of any series may waive, for that series, Duke Energy's 
compliance with certain restrictive provisions of the Subordinated indenture. 
The holders of a majority in principal amount of the outstanding Subordinated 
Notes of all series under the subordinated Indenture with respect to which a 
default has occurred and is continuing, voting as one class, may waive that 
default for all those series, except a default in the payment of principal or 
any premium or interest on any subordinated Note or a default with respect to a 
covenant or provision which cannot be modified without the consent of the holder 
of each outstanding subordinated Note of the series affected. 

Duke Energy may not amend the Subordinated indenture to change the 
subordination of any outstanding Junior Subordinated Notes without the consent 
of each holder of Senior indebtedness that the amendment would adversely affect. 
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Events of Default 

The following are events of default under the Subordinated indenture with 
respect to any series of Junior Subordinated Notes, unless Duke Energy states 
otherwise in the applicable prospectus supplement: 

o failure to pay principal of or any premium on any Junior Subordinated 
Note of that series when due; 

o failure to pay when due any interest on any Junior Subordinated Note of 
that series that continues for 60 days; for this purpose, the date on 
which interest is due is the date on which Duke Energy is required to 
make payment following any deferral of interest payments by it under the 
terms of Junior Subordinated Notes that permit such deferrals; 

0 failure to make any sinking fund payment when required for any Junior 
Subordinated Note o f that series that continues for 60 days; 

o failure to perform any covenant in the Subordinated indenture (other than 
a covenant expressly included solely for the benefit of other series) 
that continues for 90 days after the subordinated indenture Trustee or 
the holders of at least 33% of the outstanding Junior Subordinated Notes 
of that series give Duke Energy written notice of the default; and 

o certain bankruptcy, insolvency or reorganization events with respect to 
Duke Energy, 

In the case of the fourth event of default listed above, the Subordinated 
Indenture Trustee may extend the grace period. In addition, if holders of a 
particular series have given a notice of default, then holders of at least the 
same percentage of Junior Subordinated Notes of that series, together with the 
Subordinated indenture Trustee, may also extend the grace period. The grace 
period will be automatically extended if Duke Energy has initiated and is 
diligently pursuing corrective action. 

Duke Energy may establish additional events of default for a particular 
series and, if established, any such events of default will be described in the 
applicable prospectus supplement. 

If an event of default with respect to Junior subordinated Notes of a 
series occurs and is continuing, then the subordinated indenture Trustee or the 
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holders of at least 33% in principal amount of the outstanding Junior 
subordinated Notes of that series may declare the principal amount of all Junior 
Subordinated Notes of that series to be immediately due and payable. However, 
that event of default will be considered waived at any time after the 
declaration but before a judgment for payment of the money due has been obtained 
if: 

o Duke Energy has paid or deposited with the Subordinated indenture Trustee 
all overdue interest, the principal and any premium due otherwise than by 
the declaration and any interest on such amounts, and any interest on 
overdue interest, to the extent legally permitted, in each case with 
respect to that series, and all amounts due to the Subordinated indenture 
Trustee; and 

o all events of default with respect to that series, other than the 
nonpayment of the principal that became due solely by virtue of the 
declaration, have been cured or waived. 

In the case of Junior subordinated Notes issued to a Trust, a holder of 
Preferred Securities may institute a legal proceeding directly against Duke 
Energy, without first instituting a legal proceeding against the Property 
Trustee of the Trust by which those Preferred securities were issued or any 
other person or entity, for enforcement of payment to that holder of principal 
or interest on an equivalent amount of Junior subordinated Notes of the related 
series on or after the due dates specified in those Junior subordinated Notes. 

The Subordinated indenture Trustee is under no obligation to exercise any 
of its rights or powers at the request or direction of any holders of Junior 
Subordinated Notes unless those holders have offered the Subordinated indenture 
Trustee security or indemnity against the costs, expenses and liabilities that 
it might incur as a result. The holders of a majority in principal amount of the 
outstanding Junior subordinated Notes of any series have, with certain 
exceptions, the right to direct the time, method and 
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place of conducting any proceedings for any remedy available to the Subordinated 
Indenture Trustee or the exercise of any power of the Subordinated indenture 
Trustee with respect to those Junior subordinated Notes. The Subordinated 
Indenture Trustee may withhold notice of any default, except a default in the 
payment of principal or interest, from the holders of any series if the 
Subordinated indenture Trustee in good faith considers it in the interest of the 
holders to do so. 

The holder of any Junior Subordinated Note will have an absolute and 
unconditional right to receive payment of the principal, any premium and, within 
certain limitations, any interest on that Junior subordinated Note on its 
maturity date or redemption date and to enforce those payments. 

Duke Energy is required to furnish each year to the subordinated indenture 
Trustee a statement by certain of its officers to the effect that it is not in 
default under the subordinated indenture or, if there has been a default, 
specifying the default and its status. 

Payments; Paying Agent 

The paying agent will pay the principal of any Junior Subordinated Notes 
only if those Junior Subordinated Notes are surrendered to it. The paying agent 
will pay interest on Junior Subordinated Notes issued as global securities by 
wire transfer to the holder of those global securities, unless Duke Energy 
states otherwise in the applicable prospectus supplement, the paying agent will 
pay interest on Junior subordinated Notes that are not in.global form at its 
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office or, at Duke Energy's option: 

o by wire transfer to an account at a banking institution in the united 
States that is designated in writing to the subordinated Indenture 
Trustee at least 16 days prior to the date of payment by the person 
entitled to that interest; or 

o by check mailed to the address of the person entitled to that interest as 
that address appears in the security register for those Junior 
Subordinated Notes. 

Unless Duke Energy states otherwise in the applicable prospectus 
supplement, the subordinated indenture Trustee will act as paying agent for that 
series of Junior Subordinated Notes, and the principal corporate trust office of 
the Subordinated Indenture Trustee will be the office through which the paying 
agent acts. Duke Energy may, however, change or add paying agents or approve a 
change in the office through which a paying agent acts. 

Any money that Duke Energy has paid to a paying agent for principal or 
interest on any Junior Subordinated Notes that remains unclaimed at the end of 
two years after that principal or interest has become due will be repaid to Duke 
Energy at its request. After repayment to Duke Energy, holders should look only 
to Duke Energy for those payments. 

Defeasance and Covenant Defeasance 

The subordinated indenture provides that Duke Energy may be: 

o discharged from its obligations, with certain limited exceptions, with 
respect to any series of Junior Subordinated Notes, as described in the 
subordinated indenture, such a discharge being called a "defeasance" in 
this prospectus; and 

o released from its obligations under certain restrictive covenants 
especially established with respect to a series of Junior Subordinated 
Notes, as described in the Subordinated Indenture, such a release being 
called a "covenant defeasance" in this prospectus. 

Duke Energy must satisfy certain conditions to effect a defeasance or 
covenant defeasance. Those conditions include the irrevocable deposit with the 
subordinated indenture Trustee, in trust, of money or government obligations 
which through their scheduled payments of principal and interest would provide 
sufficient money to pay the principal and any premium and interest on those 
Junior subordinated Notes on the maturity dates of those payments or upon 
redemption. Following a defeasance, payment of the Junior 
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Subordinated Notes defeased may not be accelerated because of an event of 
default under the subordinated indenture. 

defeasance would be 

Junior subordinated Notes issued to a Trust will not be subject to covenant 
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defeasance. 

Subordination 

Each series of Junior subordinated Notes will be subordinate and junior in 
right of payment, to the extent set forth in the subordinated indenture, to all 
Senior indebtedness as defined below, if: 

o Duke Energy makes a payment or distribution of any of its assets to 
creditors upon its dissolution, winding-up, liquidation or 
reorganization, whether in bankruptcy, insolvency or otherwise; 

o a default beyond any grace period has occurred and is continuing with 
respect to the payment of principal, interest or any other monetary 
amounts due and payable on any senior indebtedness; or 

0 the maturity of any senior indebtedness has been accelerated because of a 
default on that Senior Indebtedness, 

then the holders of senior indebtedness generally will have the right to receive 
payment, in the case of the first instance, of all amounts due or to become due 
upon that senior indebtedness, and, in the case of the second and third 
instances, of all amounts due on the senior indebtedness, or Duke Energy will 
make provision for those payments, before the holders of any Junior subordinated 
Notes have the right to receive any payments of principal or interest on their 
Junior Subordinated Notes. 

"senior indebtedness" means, with respect to any series of Junior 
subordinated Notes, the principal, premium, interest and any other payment in 
respect of any of the following: 

o all of Duke Energy's indebtedness that is evidenced by notes, debentures, 
bonds or other securities Duke Energy sells for money or other 
obligations for money borrowed; 

o all indebtedness of others of the kinds described in the preceding 
category which Duke Energy has assumed or guaranteed or which Duke Energy 
has in effect guaranteed through an agreement to purchase, contingent or 
otherwise; and 

o all renewals, extensions or refundings of indebtedness of the kinds 
described in either of the preceding two categories. 

Any such indebtedness, renewal, extension or refunding, however, will not 
be Senior indebtedness if the instrument creating or evidencing it or the 
assumption or guarantee of it provides that it is not superior in right of 
payment to or is equal in right of payment with those Junior subordinated Notes. 
Senior Indebtedness will be entitled to the benefits of the subordination 
provisions in the Subordinated indenture irrespective of the amendment, 
modification or waiver of any term of the Senior indebtedness. 

Future series of Subordinated Notes that are not Junior subordinated Notes 
may rank senior to outstanding series of Junior subordinated Notes and would 
constitute senior indebtedness with respect to those series. 

The subordinated indenture does not limit the amount of senior indebtedness 
that Duke Energy may issue. As of June 30, 2002, Duke Energy's Senior 
Indebtedness totaled approximately $4,600,000,000. 

21 
<PAGE> 

Concerning the Subordinated indenture Trustee 
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'̂^ JPMorgan chase Bank (formerly known as The Chase Manhattan Bank) is the 
subordinated indenture Trustee and is also the senior Indenture Trustee and the 
trustee under Duke Energy's First and Refunding Mortgage. Duke Energy and 
certain of its affiliates maintain deposit accounts and banking relationships 
with JPMorgan Chase Bank. JPMorgan Chase Bank also serves as trustee or agent 
under other indentures and agreements pursuant to which securities of Duke 
Energy and of certain of its affiliates are outstanding. 

The Subordinated Indenture Trustee will perform only those duties that are 
specifically set forth in the Subordinated Indenture unless an event of default 
under the Subordinated indenture occurs and is continuing. In case an event of 
default occurs and is continuing, the Subordinated Indenture Trustee will 
exercise the same degree of care as a prudent individual would exercise in the 
conduct o f his o r her own affairs. 

DESCRIPTION OF THE FIRST AND REFUNDING MORTGAGE BONDS 

Duke Energy will issue the First and Refunding Mortgage Bonds in one or 
more series under its First and Refunding Mortgage, dated as of December 1, 
1927, to JPMorgan chase Bank (formerly known as The Chase Manhattan Bank), as 
Trustee, as supplemented and amended. The First and Refunding Mortgage is 
sometimes called the "Mortgage" and the First and Refunding Mortgage Bonds are 
sometimes called the "Bonds" in this prospectus. The trustee under the Mortgage 
is sometimes called the "Bond Trustee in this prospectus. The Mortgage is an 
exhibit to the registration statement, of which this prospectus is a part. 

The following description of the Bonds is only a summary and is not 
intended to be comprehensive. For additional information you should refer to the 
Mortgage. 

^̂ _,. General 

The amount of Bonds that Duke Energy may issue under the Mortgage is 
unlimited. Duke Energy's Board of Directors will determine the terms of each 
series of Bonds, including denominations, maturity, interest rate and payment 
terms and whether the series will have redemption or sinking fund provisions. 

Unless Duke Energy states otherwise in the applicable prospectus 
supplement, Duke Energy will issue the Bonds only in fully registered form 
without coupons and there will be no service charge for any transfers and 
exchanges of the Bonds. Duke Energy may, however, require payment to cover any 
stamp tax or other governmental charge payable in connection with any transfer 
or exchange. Transfers and exchanges of the Bonds may be made at JPMorgan chase 
Bank, 450 West 33rd street. New York, New York 10001 or at any other office 
maintained by Duke Energy for such purpose. 

The Bonds will be issuable in denominations of $1,000 and multiples of 
$1,000, unless Duke Energy states otherwise in the applicable prospectus 
supplement. The Bonds will be exchangeable for an equivalent principal amount of 
Bonds of other authorized denominations of the same series. 

The prospectus supplement for a particular series of Bonds will describe 
the maturity, interest rate and payment terms of those Bonds and any relevant 
redemption or sinking fund provisions. 

Security 

The Mortgage creates a continuing l i en to secure the payment of pr inc ipa l 
and in te res t on the Bonds. A l l the Bonds are equal ly and ratably secured without 
preference, p r i o r i t y or d i s t i n c t i o n . The l i en of the Mortgage covers 
substant ia l ly a l l of Duke Energy's propert ies, rea l , personal and mixed, and 

v_,/ Duke Energy's franchises, including propert ies acquired a f te r the date of the 
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Mortgage, w i t h c e r t a i n excep t ions . Those except ions i nc lude cash, accounts 
r ece i vab le , i n v e n t o r i e s o f m a t e r i a l s and s u p p l i e s , merchandise held f o r s a l e , 
s e c u r i t i e s t h a t Duke Energy ho lds , c e r t a i n a f t e r - a c q u i r e d p rope r t y not use fu l i n 
Duke Energy's e l e c t r i c bus iness, c e r t a i n a f t e r - a c q u i r e d f r anch i ses and c e r t a i n 
a f t e r - a c q u i r e d n o n - e l e c t r i c p r o p e r t i e s . 
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The lien of the Mortgage is subject to certain permitted liens and to liens 
that exist upon properties that Duke Energy acquired after it entered into the 
Mortgage to the extent of the amounts of prior lien bonds secured by those 
properties (not, however, exceeding 75% of the cost or value of those 
properties) and additions to those properties. "Prior lien bonds" are bonds or 
other indebtedness that are secured at the time of acquisition by a lien upon 
property that Duke Energy acquires aî ter the date of the Mortgage that becomes 
subject to the lien of the Mortgage. 

Issuance of Additional Bonds 

If Duke Energy satisfies the conditions in the Mortgage, the Bond Trustee 
may authenticate and deliver additional Bonds in an aggregate principal amount 
not exceeding; 

o the amount of cash that Duke Energy has deposited with the Bond Trustee 
for that purpose; 

o the amount of previously authenticated and delivered Bonds or refundable 
prior lien bonds that have been or are to be retired which, with certain 
exceptions, Duke Energy has deposited with the Bond Trustee for that 
purpose; or 

0 66 2/3% of the aggregate of the net amounts of additional property 
(electric) certified to the Bond Trustee after February 18, 1949. 

The Bond Trustee may not authenticate and deliver any additional Bonds 
under the Mortgage, other than certain types of refunding Bonds, unless Duke 
Energy's available net earnings for twelve consecutive calendar months within 
the immediately preceding fifteen calendar months have been at least twice the 
amount of the annual interest charges on all Bonds outstanding under the 
Mortgage, including the Bonds proposed to be issued, and on all outstanding 
prior Tien bonds that the Bond Trustee does not hold under the Mortgage. 

Duke Energy may not apply to the Bond Trustee to authenticate and deliver 
any Bonds (1) in an aggregate principal amount exceeding $26,000,000 on the 
basis of additional property (electric) that Duke Energy acquired or constructed 
prior to January 1, 1949 or (2) on the basis of Bonds or prior lien bonds paid, 
purchased or redeemed prior to February 1, 1949. Duke Energy may not certify any 
additional property (electric) which is subject to the lien of any prior lien 
bonds for the purpose of establishing those prior lien bonds as refundable if 
the aggregate principal amount of those prior lien bonds exceeds 66 2/3% of the 
net amount of the additional property that is subject to the lien of such prior 
lien bonds. 

Release Provisions 

The Mortgage permits Duke Energy to dispose of certain property and to take 
other actions without the Bond Trustee releasing that property. The Mortgage 
also permits the release of mortgaged property if Duke Energy deposits cash or 
other consideration equal to the value of the mortgaged property to be released. 
In certain events and within certain limitations, the Bond Trustee is required 
to pay out cash that the Bond Trustee receives -- other than for the Replacement 
Fund or as the basis for issuing Bonds -- upon Duke Energy's application. 
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Duke Energy may withdraw cash that it deposited with the Bond Trustee as 

the basis for issuing Bonds in an amount equal to the principal amount of any 
Bonds that it is entitled to have authenticated and delivered on the basis of 
additional property (electric), on the basis of Bonds previously authenticated 
and delivered or on the basis of refundable prior lien bonds. 

Replacement Fund 

The Mortgage requires Duke Energy to deposit with the Bond Trustee 
annually, for the Replacement Fund established under the Mortgage, the sum of 
the "replacement requirements" for all years beginning with 1949 and ending with 
the last calendar year preceding the deposit date, less certain deductions. 
Those deductions are (1) the aggregate original cost of all fixed property 
(electric) retired during that time period, not exceeding the aggregate of the 
gross amounts of additional property (electric) that Duke 
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Energy acquired or constructed during the same period, and (2) the aggregate 
amount of cash that Duke Energy deposited with the Bond Trustee up to that time, 
or that Duke Energy would have been required to deposit except for permitted 
reductions, under the Replacement Fund. 

The "replacement requirement" for any year is 2 1/2% of the average "amount 
of depreciable fixed property" (electric) owned by Duke Energy at the beginning 
and end of that year, not exceeding, however, the amount Duke Energy is 
permitted to charge as an operating expense for depreciation or retirement by 
any governmental authority, or the amount deductible as depreciation or similar 
expense for federal income tax purposes. The "amount of depreciable fixed 
property" (electric) is the amount by which the sum of $192,913,385 plus the 
aggregate gross amount of all depreciable additional property (electric) that 
Duke Energy acquired or constructed from January 1, 1949 to the date as of which 
such amount is determined exceeds the original cost of all of Duke Energy's 
depreciable fixed property (electric) retired during that period or released 
from the lien of the Mortgage. 

Duke Energy may reduce the amount of cash at any time required to be 
deposited in the Replacement Fund and may withdraw any cash that it previously 
deposited that is held in the Replacement Fund: 

o in an amount equal to 150% of the principal amount of Bonds previously 
authenticated and delivered under the Mortgage, or refundable prior lien 
bonds, deposited with the Bond Trustee and on the basis of which Duke 
Energy would otherwise have been entitled to have additional Bonds 
authenticated and delivered; and 

o in an amount equal to 150% of the principal amount of Bonds which Duke 
Energy would otherwise be entitled to have authenticated and delivered on 
the basis of additional property (electric). 

Upon Duke Energy's application, the Bond Trustee will apply cash that Duke 
Energy deposited in the Replacement Fund and has not previously withdrawn to the 
payment, purchase or redemption of Bonds issued under the Mortgage or to the 
purchase of refundable prior lien bonds. 

Duke Energy has never deposited any cash with the Bond Trustee for the 
Replacement Fund, if Duke Energy deposits any cash in the future, it has agreed 
not to apply that cash to the redemption of the Bonds as long as any Bonds then 
outstanding remain outstanding. 

Amendments of the Mortgage 
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Duke Energy may amend the Mortgage with the consent of the holders of 

66 2/3% in principal amount of the Bonds, except that no such amendment may: 

o affect the terms of payment of principal at maturity or of interest or 
premium on any Bond; 

o affect the rights of Bondholders to sue to enforce any such payment at 
maturity; or 

o reduce the percentage of Bonds required to consent to an amendment. 

No amendment may affect the rights under the Mortgage of the holders of 
less than all of the series of Bonds outstanding unless the holders of 66 2/3% 
in principal amount of the Bonds of each series affected consent to the 
amendment. 

The covenants included in the supplemental indenture for any series of 
Bonds to be issued will be solely for the benefit of the holders of those Bonds. 
Duke Energy may modify any such covenant only with the consent of the holders of 
66 2/3% in principal amount of those Bonds outstanding, without the consent of 
Bondholders of any other series. 

Events of Default 

The Bond Trustee may, and at the written request of the holders of a 
majority in principal amount of the outstanding Bonds will, declare the 
principal of all outstanding Bonds due when any event of default 
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under the Mortgage occurs. The holders of a majority in principal amount of the 
outstanding Bonds may, however, waive the default and rescind the declaration if 
Duke Energy cures the default. 

Events of default under the Mortgage include: 

o default in the payment of principal; 

o default for 60 days in the payment of interest; 

o default in the performance of any other covenant in the Mortgage 
continuing for 60 days after the Bond Trustee or the holders of not less 
than 10% in principal amount of the Bonds then outstanding give notice of 
the default; and 

o certain bankruptcy or insolvency events with respect to Duke Energy. 

Duke Energy provides a statement by certain of its officers each year to 
the Bond Trustee stating whether it has complied with the covenants of the 
Mortgage. 

Concerning the Bond Trustee 

JPMorgan Chase Bank (formerly known as The chase Manhattan Bank) is the 
Bond Trustee and is also the senior indenture Trustee and the subordinated 
Indenture Trustee. Duke Energy and certain of its affiliates maintain deposit 
accounts and banking relationships with JPMorgan Chase Bank. JPMorgan chase Bank 
also serves as trustee or agent under other indentures and agreements pursuant 
to which securities of Duke Energy and of certain of its affiliates are 
outstanding. 

The Bond Trustee is under no obligation to exercise any of its powers at 
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the request of any of the holders of the Bonds unless those Bondholders have 
offered to the Bond Trustee security or indemnity satisfactory to it against the 
cost, expenses and liabilities it might incur as a result. The holders of a 
majority in principal amount of the Bonds outstanding may direct the time, 
method and place of conducting any proceeding for any remedy available to the 
Bond Trustee, or the exercise of any trust or power of the Bond Trustee. The 
Bond Trustee will not be liable for any action that it takes or omits to take in 
good faith in accordance with any such direction. 

DESCRIPTION OF THE COMMON STOCK 

The following description of Duke Energy's Common Stock is only a summary 
and is not intended to be comprehensive. For additional information you should 
refer to the applicable provisions of the North Carolina Business Corporation 
Act and Duke Energy's Restated Articles of incorporation (Articles) and By-Laws. 
The Articles and By-Laws are exhibits to the registration statement, of which 
this prospectus is a part. 

General 

Duke Energy is authorized to issue up to 2,000,000,000 shares of Common 
Stock. At June 30, 2002, approximately 832,000,000 shares of Common Stock were 
outstanding. Duke Energy is also authorized to issue up to 12,500,000 shares of 
Preferred Stock, 10,000,000 shares of Preferred Stock A, 20,000,000 shares of 
Serial Preferred stock and 1,500,000 shares of Preference Stock. At June 30, 
2002, 2,154,984 shares of Preferred Stock, 1,257,185 shares of Preferred stock A 
and no shares of serial Preferred stock or Preference Stock were outstanding. 
The Preferred stock. Preferred stock A, serial Preferred stock and Preference 
stock together are sometimes called the "Preferred Stocks." 

Dividends 

Holders of Common Stock are entitled to such dividends as may be declared 
from time to time by the Board of Directors from legally available funds but 
only if full dividends on all outstanding series of the Preferred Stocks for the 
then current and all prior dividend periods and any required sinking fund 
payments with respect to any outstanding series of such securities have been 
paid or provided for. 

25 
<PAGE> 

voting Rights 

Subject to the rights, if any, of the holders of the Preferred stocks that 
may be outstanding or as otherwise provided by law, the holders of common stock 
have exclusive voting rights, each share being entitled to one vote. Holders of 
common Stock have noncumulative voting rights, which means that the holders of 
more than 50% of the shares voting for the election of directors can elect 100% 
of the directors and the holders of the remaining shares voting for the election 
of directors will not be able to elect any directors. 

Whenever dividends on any part of any outstanding Preferred Stock or 
Preferred stock A are in arrears in an amount equivalent to the total dividends 
required to be paid on that Preferred stock or Preferred stock A in any period 
of 12 calendar months, the holders of the Preferred Stock as a class have the 
exclusive right to elect a majority of the authorized number of directors and 
the holders of the Preferred Stock A as a class have the exclusive right to 
elect two directors. Those rights cease whenever Duke Energy pays all accrued 
and unpaid dividends in full, whenever six quarterly dividends on any 
outstanding series of the Preference stock are in arrears or any required 
sinking fund payments are in default, the holders of the Preference Stock as a 
class have the exclusive right to elect two directors. This right ceases 
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whenever all dividends and required sinking fund obligations in default have 
been paid in full or provided for. in addition, the consent of the holders of 
specified percentages of any outstanding preferred stock, Preferred stock A or 
Preference stock, or some or all of the holders of such classes, is required in 
connection with certain increases in authorized amounts of or changes in stock 
senior to the Common stock or in connection with any sale o f substantially all 
of Duke Energy's assets or certain mergers. 

The holders of the Serial Preferred Stock will have such voting rights as a 
series or otherwise with respect to the election of directors or otherwise as 
may be fixed by the Board of Directors at the time of the creation of the 
series, in addition to any voting rights provided by law. 

Rights Upon Liquidation 

The holders of Common Stock are entitled in liquidation to share ratably in 
the assets of Duke Energy after payment of all debts and liabilities and after 
required preferential payments to the holders of outstanding Preferred stocks. 

Miscellaneous 

The outstanding shares of common stock are, and the shares of common stock 
sold hereunder will be, upon payment for them, fully paid and nonassessable. 
Holders of common stock have no preemptive rights and no conversion rights. The 
Common stock is not subject to redemption and is not entitled to the benefit of 
any sinking fund provisions. 

If so provided by the Board of Directors at the time of creation of any 
series of serial Preferred stock, the shares of such series may be convertible 
or exchangeable into shares of Common stock or other securities of Duke Energy 
or of any other corporation or other entity, upon terms fixed at the time of 
creation of the series. 

Transfer Agent and Registrar 

Duke Energy acts as transfer agent and registrar for the Common stock. 

preference Stock Purchase Rights 

Each share of common Stock has attached to it a Preference Stock Purchase 
Right. The Rights initially are represented only by the certificates for the 
shares of Common Stock and will not trade separately from those shares unless 
and until: 

o ten days after it is publicly announced that a person or group (with 
certain exceptions) has acquired, or has obtained the right to acquire, 
the beneficial ownership oî  15% or more of the outstanding Common Stock 
(an "acquiring person"); or 
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o ten business days (or a later date determined by Duke Energy's Board of 
Directors) after the date a person or group commences, or public 
announcement is made that the person or group intends to commence, a 
tender or exchange offer that would resuTt in the person or group 
becoming an acquiring person. 

If and when the Rights separate, each Right will entitle the holder to purchase 
1/10,000 of a share of Duke Energy's Series A Participating Preference stock for 
an exercise price that is presently $190. 

In the event that a person or group becomes an acquiring person, each Right 
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(except for Rights beneficially owned by the acquiring person or its 
transferees, which Rights become void) will entitle its holder to purchase, for 
the exercise price, a number of shares of common Stock having a market value of 
twice the exercise price. Also, if, after ten days following the date of the 
announcement that a person or group has become an acquiring person: 

o Duke Energy is involved in a merger or similar form of business 
combination in which Duke Energy is not the surviving corporation or in 
which Duke Energy is the surviving corporation but the common stock is 
changed or exchanged; or 

o more than 50% of Duke Energy's assets or earning power is sold or 
transferred; 

then each Right (except for voided Rights) will entitle its holder to purchase, 
for the exercise price, a number of shares of common stock of the acquiring 
company having a value of twice the exercise price, if any person or group 
acquires from 15% to but excluding 50% of the outstanding Common Stock, Duke 
Energy's Board of Directors may, at its option, exchange each outstanding Right 
(except for those held by an acquiring person or its transferees} for one share 
of common Stock or 1/10,000 of a share of Series A Participating Preference 
Stock. 

Duke Energy's Board of Directors may redeem the Rights for $0.01 per Right 
prior to ten business days after the date of the public announcement that a 
person or group has become an acquiring person. 

The Rights will not prevent a takeover of Duke Energy. However, the 
existence of the Rights may cause substantial dilution to a person or group that 
acquires 15% or more of the Common Stock unless the Board of Directors first 
redeems those Rights. 

Certain Anti-Takeover Matters 

Duke Energy's Articles and By-Laws include a number of provisions that may 
have the effect of encouraging persons considering unsolicited tender offers or 
other unilateral takeover proposals to negotiate with the Board of Directors 
rather than pursue non-negotiated takeover attempts. Those provisions include: 

classified Board of Directors; Removal of Directors; Vacancies 

Duke Energy's Articles provide for a Board of Directors divided into three 
classes, with one class being elected each year to serve for a three-year term. 
As a result, at least two annual meetings of shareholders may be required for 
shareholders to change a majority of the Board of Directors. Duke Energy's 
shareholders may remove directors only for cause, vacancies and newly created 
directorships on the Board of Directors may be filled only by the affirmative 
vote of a majority of the directors remaining in o f f i c e , and no decrease in the 
number of directors may shorten the term of an incumbent director. The 
classification of directors and the inability of shareholders to remove 
directors without cause and to fill vacancies and newly created directorships on 
the Board of Directors will make it more difficult to change the composition of 
the Board of Directors, but will promote continuity of existing management. 

Advance Notice Requirements 

Duke Energy's By-Laws establish advance notice procedures with regard to 
shareholder proposals relating to the nomination of persons for election as 
directors or new business to be brought before annual meetings of shareholders. 
These procedures provide that shareholders must give timely notice of such 
proposals in writing to the Secretary of Duke Energy. Generally, to be timely 
with respect to an annual meeting of shareholders, notice must be received at 
Duke Energy's principal executive offices not less than 90 days nor more than 
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120 days p r i o r t o the f i r s t ann ive rsa ry date o f the annual meeting f o r the 
preceding year . The n o t i c e must con ta in c e r t a i n i n f o r m a t i o n s p e c i f i e d i n the 
By-Laws. 
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Special Meetings of Shareholders 

Neither the Articles nor the By-Laws of Duke Energy give shareholders the 
right to call a special meeting of shareholders. The By-Laws provide that 
special meetings of shareholders may be called only by the Board of Directors or 
the chairman of the Board. 

Amendment of charter and By-Laws 

Duke Energy's Articles require the approval of not less than 80% of the 
voting power of all outstanding shares of common stock to amend provisions 
relating to the minimum and maximum size of the Board of Directors, the 
classification of the Board of Directors, the removal of directors, the filling 
of vacancies and newly created directorships on the Board of Directors and the 
requirement that a decrease in the number of directors constituting the Board of 
Directors may not shorten the term of any incumbent director. Duke Energy's 
Articles also require the affirmative vote of the holders of at least a majority 
of the combined voting power of the then outstanding shares of stock of all 
classes entitled to vote generally in the election of directors, voting together 
as a single class, for the shareholders to adopt, amend or repeal any provisions 
in the By-Laws. This voting requirement also applies to any amendment or repeal 
of this provision or the adoption of any provision inconsistent with it. These 
amendment provisions will make it more difficult to dilute the anti-takeover 
effects of Duke Energy's Articles and By-Laws. 

Serial Preferred Stock 

Serial Preferred stock can be, and has been, used by corporations 
specifically for anti-takeover purposes. For example, shares of serial Preferred 
stock can be privately placed with purchasers who support a board of directors 
in opposing a tender offer or other hostile takeover bid, or can be issued to 
dilute the stock ownership and voting power of a third party seeking a merger or 
other extraordinary corporate transaction, under these and similar 
circumstances, the serial Preferred stock can serve to perpetuate incumbent 
management and can adversely affect shareholders who may want to participate in 
the tender offer or other transaction. 

Duke Energy's Board of Directors has adopted resolutions that state that 
the serial Preferred stock: 

a) not be used for the principal purpose of acting as an anti-takeover 
device without shareholder approval; and 

b) not be given supermajority voting rights except possibly with respect to 
proposed amendments to the ArticTes of incorporation altering materially 
existing provisions of the Serial Preferred stock or creating, or 
increasing the authorized amount of, any class of stock ranking, as to 
dividend or assets, prior to the Serial Preferred stock. 

DESCRIPTION OF THE STOCK PURCHASE CONTRACTS 
AND THE STOCK PURCHASE UNITS 

Duke Energy may issue stock purchase contracts representing contracts 
obligating holders to purchase from Duke Energy, and Duke Energy to sell to the 
holders, a specified number of shares of common stock (or a range of numbers of 
shares pursuant to a predetermined formula) at a future date or dates. The price 
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per share of common stock may be fixed at the time the stock purchase contracts 
are issued or may be determined by reference to a specific formula set forth in 
the stock purchase contracts. 

The stock purchase contracts may be issued separately or as a part of 
units, often known as stock purchase units, consisting of a stock purchase 
contract and either: 

o senior Notes, Junior subordinated Notes or other debt securities of Duke 
Energy or one of its subsidiaries; 

o debt obligations of third parties, including U.S. Treasury securities; or 

o Preferred Securities or trust preferred securities issued by trusts, all 
of whose common securities are owned by Duke Energy or by subsidiaries of 
Duke Energy, 

securing the holder's obligations to purchase the Common stock under the stock 
purchase contracts. 
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The stock purchase contracts may require Duke Energy to make periodic 
payments to the holders of the stock purchase units or vice versa, and such 
payments may be unsecured or prefunded on some basis. The stock purchase 
contracts may require holders to secure their obligations in a specified manner 
and in certain circumstances Duke Energy may deliver newly issued prepaid stock 
purchase contracts, often known as prepaid securities, upon release to a holder 
of any collateral securing such holder's obligations under the original stock 
purchase contract. 

The applicable prospect 
purchase contracts or stock 
securities. The description 
contain all of the informati 
you should review the stock 
depositary arrangements, if 
contracts or stock purchase 
the document pursuant to whi 
documents will be filed with 
purchase contracts or stock 
securities. 

us supplement will describe the terms of any stock 
purchase units and, if applicable, prepaid 
in the applicable prospectus supplement will not 
on that you may find useful. For more information, 
purchase contracts, the collateral arrangements and 
applicable, relating to such stock purchase 
units and, if applicable, the prepaid securities and 
ch the prepaid securities will be issued. These 
the SEC promptly after the offering of such stock 
purchase units and, if applicable, prepaid 

DESCRIPTION OF THE PREFERRED SECURITIES 

Each Trust may issue only one series of Preferred Securities. The Trust 
Agreement of each Trust will authorize the Administrative Trustees to issue the 
Preferred Securities of that Trust on behalf of that Trust. For additional 
information you should refer to the applicable Trust Agreement. The form of 
Trust Agreement is an exhibit to the registration statement, of which this 
prospectus is a part. 

The prospectus supplement for a particular series of Preferred securities 
being offered will disclose the specific terms related to the offering, 
including the price or prices at which the preferred Securities to be offered 
will be issued. Those terms will include some or all of the following; 

o the title of the series: 

o the number of Preferred Securities of the series; 

0 the yearly distribution rate, or the method of determining that rate, and 
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the date or dates on which distributions will be payable; 

o the date or dates, or method of determining the date or dates, from which 
distributions will be cumulative; 

0 the amount that will be paid out of the assets of the Trust to the 
holders of the Preferred Securities upon the voluntary or involuntary 
dissolution, winding-up or termination of the Trust; 

0 any obligation that the Trust has to purchase or redeem the Preferred 
securities, and the price at which, the period within which, and the 
terms and conditions upon which the Trust will purchase or redeem them; 

0 any voting rights of the Preferred securities that are in addition to 
those legally required, including any right that the holders of the 
Preferred Securities have to approve certain actions under or amendments 
to the Trust Agreement; 

o any right that the Trust has to defer distributions on the Preferred 
securities in the event that Duke Energy extends the interest payment 
period on the related Junior subordinated Notes; and 

o any other rights, preferences, privileges, limitations or restrictions 
upon the Preferred Securities of the series. 

Duke Energy will guarantee each series of Preferred Securities to the 
extent described below under the caption "Description of the Guarantees." 

The applicable prospectus supplement will describe any material united 
States federal income tax considerations that apply to the Preferred Securities. 

DESCRIPTION OF THE GUARANTEES 

Duke Energy will execute the Guarantees from time to time for the benefit 
of the holders of the preferred securities of the respective Trusts. JPMorgan 
Chase Bank will act as Guarantee Trustee under 
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each Guarantee. The Guarantee Trustee will hold each Guarantee for the benefit 
of the holders of the Preferred securities to which it relates. 

The following description of the Guarantees is only a summary and is not 
intended to be comprehensive. The form of Guarantee is an exhibit to the 
registration statement, of which this prospectus is a part. 

General 

Duke Energy will irrevocably and unconditionally agree under each Guarantee 
to pay the Guarantee Payments that are defined below, to the extent specified in 
that Guarantee, to the holders of the preferred securities to which the 
Guarantee relates, to the extent that the Guarantee Payments are not paid by or 
on behalf of the related Trust. Duke Energy is required to pay the Guarantee 
Payments to the extent specified in the relevant Guarantee regardless of any 
defense, right of set-off or counterclaim that Duke Energy may have or may 
assert against any person. 

The following payments and distributions on the Preferred securities of a 
Trust are Guarantee Payments: 

o any accrued and unpaid distributions required to be paid on the Preferred 
Securities of the Trust, but only to the extent that the Trust has funds 
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legally and immediately available for those distributions; 

o the redemption price for any Preferred Securities that the Trust calls 
for redemption, including all accrued and unpaid distributions to the 
redemption date, but only to the extent that the Trust has funds legally 
and immediately available for the payment; and 

0 upon a dissolution, winding-up or termination of the Trust, other than in 
connection with the distribution of Junior Subordinated Notes to the 
holders of Trust securities of the Trust or the redemption of all the 
Preferred Securities of the Trust, the lesser of: 

o the sum of the liquidation amount and all accrued and unpaid 
distributions on the Preferred securities o f the Trust to the payment 
date, to the extent that the Trust has funds legally and immediately 
available for the payment; and 

o the amount of assets of the Trust remaining available for distribution 
to holders of the Preferred Securities of the Trust in liquidation of 
the Trust. 

Duke Energy may satisfy its obligation to make a Guarantee Payment by 
making that payment directly to the holders of the related Preferred Securities 
or by causing the Trust to make the payment to those holders. 

Each Guarantee will be a full and unconditional guarantee, subject to 
certain subordination provisions, of the Guarantee Payments with respect to the 
related Preferred securities from the time of issuance of those Preferred 
securities, except that the Guarantee will apply to the payment of distributions 
and other payments on the Preferred securities only when the Trust has 
sufficient funds legally and immediately available to make those distributions 
or other payments. 

IF DUKE ENERGY DOES NOT MAKE THE REQUIRED PAYMENTS ON THE JUNIOR 
SUBORDINATED NOTES THAT THE PROPERTY TRUSTEE HOLDS UNDER A TRUST, THAT TRUST 
WILL NOT MAKE THE RELATED PAYMENTS ON ITS PREFERRED SECURITIES. 

Subordination 

Duke Energy's obligations under each Guarantee will be unsecured 
obligations of Duke Energy. Those obligations will rank: 

o subordinate and junior in right of payment to all of Duke Energy's other 
liabilities, other than obligations or liabilities that rank equal in 
priority or subordinate by their terms; 

0 equal in priority with Duke Energy's Preferred Stock and Preferred Stock 
A and similar guarantees; and 

o senior to Duke Energy's common stock. 
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Duke Energy has Preferred Stock and Preferred stock A outstanding that will 
rank equal in priority with the Guarantees and has Common Stock outstanding that 
will rank junior to the Guarantees. 

Each Guarantee will be a guarantee of payment and not of collection. This 
means that the guaranteed party may institute a legal proceeding directly 
against Duke Energy, as guarantor, to enforce its rights under the Guarantee 
without first instituting a legal proceeding against any other person or entity. 
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The terms of the Preferred securities will provide that each holder of the 

Preferred securities, by accepting those Preferred securities, agrees to the 
subordination provisions and other terms of the related Guarantee. 

Amendments and Assignment 

Duke Energy may amend each Guarantee without the consent of any holder of 
the Preferred securities to which that Guarantee relates if the amendment does 
not materially and adversely affect the rights of those holders. Duke Energy may 
otherwise amend each Guarantee with the approval of the holders of at least 
66 2/3% of the outstanding Preferred Securities to which that Guarantee relates. 

Termination 

Each Guarantee will terminate and be of no further effect when: 

o the redemption price of the Preferred Securities to which the Guarantee 
relates is fully paid; 

0 Duke Energy distributes the related Junior subordinated Notes to the 
holders of those Preferred securities; or 

0 the amounts payable upon liquidation of the related Trust are fully paid. 

Each Guarantee will remain in effect or will be reinstated if at any time 
any holder of the related Preferred securities must restore payment of any sums 
paid to that holder with respect to those Preferred Securities or under that 
Guarantee. 

Events of Default 

An event of default will occur under any Guarantee if Duke Energy fails to 
perform any of its payment obligations under that Guarantee. The holders of a 
majority of the Preferred Securities of any series may waive any such event of 
default and its consequences on behalf of all of the holders of the Preferred 
securities of that series. The Guarantee Trustee is obligated to enforce the 
Guarantee for the benefit of the holders of the preferred Securities of a series 
if an event of default occurs under the related Guarantee. 

The holders of a majority of the Preferred Securities to which a Guarantee 
relates have the right to direct the time, method and place of conducting any 
proceeding for any remedy available to the Guarantee Trustee with respect to 
that Guarantee or to direct the exercise of any trust or power that the 
Guarantee Trustee holds under that Guarantee. Any holder of the related 
Preferred securities may institute a legal proceeding directly against Duke 
Energy to enforce that holder's rights under the Guarantee without first 
instituting a legal proceeding against the Guarantee Trustee or any other person 
or entity. 

concerning the Guarantee Trustee 

JPMorgan Chase Bank will be the Guarantee Trustee, it is also the Property 
Trustee, the Subordinated indenture Trustee, the senior indenture Trustee and 
the Bond Trustee. Duke Energy and certain of its affiliates maintain deposit 
accounts and banking relationships with JPMorgan chase Bank. JPMorgan chase Bank 
also serves as trustee or agent under other indentures and agreements pursuant 
to which securities of Duke Energy and certain of its affiliates are 
outstanding. 

The Guarantee Trustee will perform only those duties that are specifically 
set forth in each Guarantee unless an event of default under the Guarantee 
occurs and is continuing. In case an event of default occurs and is continuing, 
the Guarantee Trustee will exercise the same degree of care as a prudent 
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i n d i v i d u a l would exe rc i se i n the conduct o f h i s or her own a f f a i r s . Subject t o 
those p r o v i s i o n s , t he Guarantee Trustee i s under no o b l i g a t i o n t o exe rc i se any 
o f i t s powers under any Guarantee a t t he request o f any ho lder o f 
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the related preferred securities unless that holder offers reasonable indemnity 
to the Guarantee Trustee against the costs, expenses and liabilities which it 
might incur as a result. 

Agreements as to Expenses and Liabilities 

Duke Energy will enter into an Agreement as to Expenses and Liabilities 
under each Trust Agreement. Each Agreement as to Expenses and Liabilities will 
provide that Duke Energy will, with certain exceptions, irrevocably and 
unconditionally guarantee the full payment of any indebtedness, expenses or 
liabilities of the related Trust to each person or entity to whom that Trust 
becomes indebted or liable. The exceptions are the obligations of the Trust to 
pay to the holders of the related Preferred securities or other similar 
interests in that Trust the amounts due to the holders under the terms of those 
Preferred Securities or those similar interests. 

PLAN OF DISTRIBUTION 

Duke Energy and the Trusts may sell securities to one or more underwriters 
or dealers for public offering and sale by them, or it may sell the securities 
to investors directly or through agents. The prospectus supplement relating to 
the securities being offered will set forth the terms of the offering and the 
method of distribution and will identify any firms acting as underwriters, 
dealers or agents in connection with the offering, including: 

o the name or names of any underwriters; 

o the purchase price of the securities and the proceeds to Duke Energy or 
the Trusts from the sale; 

o any underwriting discounts and other items constituting underwriters' 
compensation; 

o any public offering price; 

o any discounts or concessions allowed or reallowed or paid to dealers; and 

o any securities exchange or market on which the securities may be listed. 

only those underwriters identified in the prospectus supplement are deemed 
to be underwriters in connection with the securities offered in the prospectus 
supplement. 

Duke Energy and the Trusts may distribute the securities from time to time 
in one or more transactions at a fixed price or prices, which may be changed, or 
at prices determined as the prospectus supplement specifies. Duke Energy may 
sell securities through forward contracts or similar arrangements, in connection 
with the sale of securities, underwriters, dealers or agents may be deemed to 
have received compensation from Duke Energy in the form of underwriting 
discounts or commissions and also may receive commissions from securities 
purchasers for whom they may act as agent, underwriters may sell the securities 
to or through dealers, and such dealers may receive compensation in the form of 
discounts, concessions or commissions from the underwriters or commissions from 
the purchasers for whom they may act as agent. 

Duke Energy may sell the securities directly or through agents it 
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designates from time to time. Any agent involved in the offer or sale of the 
securities covered by this prospectus, other than at the market offerings of 
common stock, will be named in a prospectus supplement relating to such 
securities. At the market offerings of common stock may be made by agents. 
Commissions payable by Duke Energy to agents will be set forth in a prospectus 
supplement relating to the securities being offered, unless otherwise indicated 
in a prospectus supplement, any such agents will be acting on a best-efforts 
basis for the period of their appointment. 

some of the underwriters, dealers or agents and some of their affiliates 
who participate in the securities distribution may engage in other transactions 
with, and perform other services for, Duke Energy and its subsidiaries or 
affiliates in the ordinary course of business. 

Any underwriting or other compensation which Duke Energy pays to 
underwriters or agents in connection with the securities offering, and any 
discounts, concessions or commissions which underwriters allow to dealers, will 
be set forth in the applicable prospectus supplement. Underwriters, dealers and 
agents participating in the securities distribution may be deemed to be 
underwriters, and any discounts and 
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commissions they receive and any profit they realize on the resale of the 
securities may be deemed to be underwriting discounts and commissions under the 
Securities Act of 1933. Underwriters, and their controlling persons, and agents 
may be entitled, under agreements entered into with Duke Energy and the Trusts, 
to indemnification against certain civil liabilities, including liabilities 
under the Securities Act of 1933. 

EXPERTS 

The consolidated financial statements and the related financial statement 
schedule incorporated in this prospectus by reference from Duke Energy's Annual 
Report on Form 10-K for the year ended December 31, 2001 have been audited by 
Deloitte & Touche LLP, independent auditors, as stated in their report, which is 
incorporated herein by reference, and have been so incorporated in reliance upon 
the report of such firm given upon their authority as experts in accounting and 
auditing. 

VALIDITY OF THE SECURITIES 

Edward M. Marsh, Jr., Esq., who is Duke Energy's Deputy General Counsel and 
Assistant secretary, and Simpson Thacher & Bartlett, New York, New York, will 
issue opinions about the validity of the securities offered by Duke Energy in 
the applicable prospectus supplement for Duke Energy. Richards, Layton & Finger, 
P.A., special Delaware counsel, will issue opinions about the validity of the 
preferred Securities offered in the applicable prospectus supplement for the 
Trusts, counsel named in the applicable prospectus supplement will issue 
opinions about the validity of the securities offered by Duke Energy for any 
underwriters. 
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WHERE YOU CAN FIND MORE INFORMATION 

Duke Energy files annual, quarterly and current reports and other 
information with the SEC. You may read and copy any documents that are filed at 
SEC Public Reference Room at 450 Fifth street, N.W., Washington, D.C. 20549. 

You may also obtain copies of these documents at prescribed rates from the 
Public Reference Section of the SEC at its Washington address. 
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Please ca l l the SEC at 1-800-SEC-0330 for fu r ther in format ion. Duke 
Energy's f i l i n g s are also avai lable to the public through: 

o the SEC web site at http://www.sec.gov; and 

o The New York stock Exchange 
20 Broad Street 
New York, New York 10005. 

Information about Duke Energy is also available on its web site at 
http://www.duke-energy.com. Such web site is not a part of this prospectus. 

The SEC allows Duke Energy to "incorporate by reference" the information 
Duke Energy files with it, which information incorporated by reference is 
considered to be part of this prospectus and any accompanying prospectus 
supplement, and later information that Duke Energy files with the SEC will 
automatically update and supersede that information as well as the information 
included in this prospectus and any accompanying prospectus supplement. Duke 
Energy incorporates by reference the documents Tisted below and any future 
filings made with the SEC under sections 13(a), 13(c), 14, or 15(d) of the 
securities Exchange Act of 1934 filed prior to the termination of this offering: 

o Duke Energy's annual report on Form 10-K for the year ended December 31, 
2001; 

o Duke Energy's quarterly reports on Form 10-Q for the quarters ended March 
31, 2002 and June 30, 2002; and 

o Duke Energy's current reports on Form 8-K filed on March 29, 2002 and 
April 15, 2002. 

Duke Energy will provide without charge a copy of these filings, other than 
any exhibits unless the exhibits are specifically incorporated by reference into 
this prospectus. You may request your copy by writing Duke Energy at the 
following address or telephoning one of the following numbers: 

Investor Relations Department 
Duke Energy Corporation 
P.O. BOX 1005 
Charlotte, North Carolina 28201 
(704) 382-3853 or (800) 488-3853 (toll-free) 
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PROSPFXTUS SUPPLEMENT 
(To Prospectus dated September 12, 2003) 

^ D u k e 
LWEnergy^ 

$250,000,000 Floating Rate Notes, Series B due 2005 

We will pay interest on the Flouting Rate Notes, Series B due 2005, or the Notes, quarterly on March 8, 
June 8, September 8 and December 8 of each year, beginning on March 8, 2004. Interest on the Notes will be 
reset on each interest payment date, beginning on March 8, 2004, based on the 3 Month LIBOR Rate plus 
0.45%. The initial interest rate will be 1.63%. The Notes will mature on December 8, 2005. 

We may redeem the Notes at our option on December 8, 2004, March 8, 2005, June 8, 2005 and 
September 8, 2005, in whole or in part, as described in this prospectus supplement under the caption 
"Description of the Notes — Optional Redemption." The Notes do not have the benefit of any sinking fund. 
The Notes are unsecured and unsubordinated obligations of Duke Energy Corporation. 

Investing in the Notes involves risk. See "Risk Factors" beginning on page 5 of the 
accompanying prospectus. 

Underwriting Proceeds to Duke 
Price to Public(l) Discount Energy Corporationd) 

Per Note 99.90% 0.25% 99.65% 

Total $249,750,000 $ 625,000 $249,125,000 

(1) Plus accrued interest, if any, from December 8, 2003, if settlement occurs after that date. 

Neither the Securities and Exchange Commission nor any state securities commission has approved or 
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus supplement or the 
accompanying prospectus. Any representation to the contrary is a criminal offense. 

We expect the Notes will be ready for delivery only in book-entry form through the facilities of The 
Depository Trust Company on or about December 8, 2003. 

Joint Book-Running Managers 

Deutsche Bank Securities Merrill Lynch & Co. 

ABN AMRO Incorporated Lazard 

The date of this prospectus supplement is December 3, 2003. 
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You should rely only on the information contained in or incorporated by reference in this prospectus 
supplement and the accompanying prospectus. We have not, and the underwriters have not, authorized 
anyone to provide you with information that is different. We are not, and the underwriters are not, making 
an ofTer to sell these securities in any jurisdiction where the offer is not permitted. You should not assume 
that the information provided by or incorporated by reference in this prospectus supplement or the 
accompanying prospectus is accurate as of any date other than the date of the document containing the 
information. 
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ABOUT THIS PROSPECTUS SUPPLEMENT 

This document is in two parts. The first part is this prospectus supplement, which describes the 
specific terms of this offering. The second part, the accompanying prospectus, gives more general 
information, some of which may not apply to this offering. 

If the description of this offering varies between this prospectus supplement and the accompanying 
prospectus, you should rely on the information contained in or incorporated by reference into this 
prospectus supplement. 

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus 
supplement and the accompanying prospectus to "Duke Energy," "we," "us" and "our" or similar terms 
are to Duke Energy Corporation and its subsidiaries. 

S-1 
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PROSPECTUS SUPPLEMENT SUMMARY 

The following summary is qualified in its entirety by. and should be read together with, the more 
detailed information, including "Risk Factors/' in the accompanying prospectus, and the financial 
statements incorporated by reference in this prospectus supplement and the accompanying prospectus. 

Duke Energy Corporation 

Overview 

Duke Energy, together with its subsidiaries, an integrated provider of energy and energy services, 
olTers physical delivery and management of both electricity and natural gas throughout the United States 
and abroad. Duke Energy, together with its subsidiaries, provides these and other services through six 
business units: 

• Franchised Electric 

• Natural Gas Transmission 

• Field Services 

• Duke Energy North America 

• International Energy 

• Other Operations 

A substantial amount of our business is conducted through our subsidiaries, none of which are 
obligors or guarantors on the Notes. For the nine months ended September 30, 2003, Duke Energy 
subsidiaries had operating revenues of approximately SI3.4 billion and as of September 30, 2003, Duke 
Energy subsidiaries had assets of approximately S44.8 billion. 

Franchised Electric generates, transmits, distributes and sells electricity in central and westem North 
Carolina and western South Carolina, It conducts operarions through Duke Power. These electric 
operations are subject to the rules and regulations of the Federal Energy Regulatory Commission, or 
FERC, the North Carolina Utilities Commission, or NCUC, and the Public Service Commission of South 
Carolina, or PSCSC. 

Natural Gas Transmission provides transportation and storage of natural gas for customers throughout 
the east coast and southern portion of tbe United States and in Canada. Natural Gas Transmission also 
provides gas sales and distribution service to retail customers in Ontario and Western Canada, and gas 
gathering and processing services to customers in Western Canada. Natural Gas Transmission does 
business primarily through Duke Energy Gas Transmission Corporation. Duke Energy Gas Transmission's 
natural gas transmission and storage operations in the United States are subject to the FERC's, the Texas 
Railroad Commission's and the Department of Transportation's rules and regulations, while natural gas 
gathering, processing, transmission, distribution and storage operations in Canada are subject to the rules 
and regulations of the National Energy Board, the Ontario Energy Board and the Brirish Columbia 
Utilities Commission. 

Field Seiyices gathers, compresses, treats, processes, transports, trades and markets, and stores natural 
gas; and produces, transports, trades and markets and stores natural gas liquids. It conducts operations 
primarily through Duke Energy Field Services, LLC, which is approximately 30% owned by 
ConocoPhillips and approximately 70% owned by Duke Energy. Field Services gathers natural gas from 
production wellheads in Western Canada and 11 contiguous states in the United States. Those systems 
serve major natural gas-producing regions in the Western Canadian Sedimentary Basin, Rocky Mountain, 
Permian Basin, Mid-Continent and East Texas-Austin Chalk-North Louisiana areas, as well as onshore 
and olTshore Gulf Coast areas. 

Duke Energy North America develops, operates and manages merchant power generation facilities and 
engages in commodity sales and services related to natural gas and electric power. Duke Energy North 

S-2 
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America conducts business throughout the United States and Canada through Duke Energy North 
America, LLC and Duke Energy Trading and Marketing, LLC. Duke Energy Trading and Marketing is 
approximately 40% owned by ExxonMobil Corporation and approximately 60% owned by Duke Energy. 
On April 1 (, 2003, Duke Energy announced that it is exiting proprietary trading at Duke Energy North 
America. 

fiiternational Energy develops, operates and manages natural gas transportation and power generation 
facilities, and engages in sales and marketing of natural gas and electric power outside the United States 
and Canada. It conducts operations primarily through Duke Energy International, LLC and its activities 
target power generation in Latin America, power generation and natural gas transmission in the Asia-
Pacific region, and natural gas marketing in Northwest Europe. International Energy initiated exiting 
proprietary trading during the quarter ended June 30, 2003. 

Other Operations is composed of diverse businesses, operaring through Crescent Resources, LLC, 
DukeNet Communications, LLC, Duke Capital Partners, LLC, Duke Energy Merchants, LLC, Duke/ 
Fluor Daniel and Energy Delivery Services. Beginning in 2003, the business segments formerly known as 
Other Energy Services and Duke Ventures were combined into Other Operations. Crescent Resources 
develops high-quality commercial, residential and multi-family real estate projects and manages land 
holdings primarily in the Southeastern and Southwestern United States. DukeNet develops and manages 
fiber optic communications systems for wireless, local and long distance communications companies; and 
for selected educational, governmental, financial and health care entities. Duke Capital Partners, a wholly 
owned merchant finance company, provides debt and equity capital and financial advisory services 
primarily to the energy industry. In March 2003, Duke Energy announced that it will exit the merchant 
finance business at Duke Capital Partners in an orderly manner. Duke Energy Merchants engages in 
refined products marketing; on April 11, 2003, Duke Energy announced that it is exiting proprietary 
trading at Duke Energy Merchants. Duke/Fluor Daniel provides comprehensive engineering, procurement, 
construction, commissioning and operating plant services for fossil-fueled electric power generating 
facilities woridwide. Duke/Fluor Daniel is a 50/50 partnership between Duke Energy and a subsidiary of 
Fluor Corporation. On July 9, 2003, Duke Energy and Fluor Corporation announced that the Duke/Fluor 
Daniel partnership between subsidiaries of the two companies will be dissolved, at the request of Fluor 
Corporation. Tbe partners of Duke/Fluor Daniel have adopted a plan for an orderly wind-down of the 
business of Duke/Fluor Daniel over the next two years. Energy DeUvery Services is an engineering, 
construction, maintenance and technical services firm specializing in electric transmission and distribution 
lines and substation projects. 

The foregoing information about Duke Energy and its business units is only a ĝ n&ra\ summary and is 
not intended to be comprehensive. For additional information about Duke Energy and its business units, 
you should refer to the information described under the caption "Where You Can Find More Information" 
in this prospectus supplement. 

Recent Developments 

On November 19, 2003, Duke Energy International announced the signing of an agreement with 
Norsk Hydro Energy B.V. for the sale of its Dutch gas marketing business. The anticipated net sales 
proceeds are approximately $80 million. The sale is subject to approval by the European Commission. 

On November 21, 2003, David Hauser became the interim Chief Financial Officer of Duke Energy. 

On November 21, 2003, Duke Energy announced the signing of an agreement to sell its Energy 
Delivery Services business unit to The Shaw Group Inc. for $22.5 million, expected to close by the end of 
2003. 

We are incorporated in North Carolina and the address of our principal executive offices is 526 South 
Church Street, Charlotte, North Carolina 28202. Our telephone number is (704) 594-6200. 

_ 
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V . .-• 

The Offering 

Issuer Duke Energy Corporation 

Securities offered $250,000,000 aggregate principal amount of Floating Rate Notes, 
Series B due 2005, or the Notes. 

Maturity The Notes will mature on December 8, 2005. 

interest Payment Dates Interest on the Notes will be payable quarterly on March 8, 
June 8, September 8 and December 8 of each year, beginning on 
March 8, 2004, based on the 3 Month LIBOR Rate plus 0.45%. 
The initial interest rate for the period from and including 
December 8, 2003 to but excluding the first interest payment 
date will be 1.63%. 

Redemption 

Ranking 

Certain Covenants 

The Notes are redeemable at the option of Duke Energy 
Corporation on December 8, 2004, March 8, 2005, June 8, 2005 
and September 8, 2005, in whole or in part, at a redemption 
price equal to 100% of the principal amount of the Notes being 
redeemed plus accrued and unpaid interest on the Notes being 
redeemed to the redemption date. The Notes do not have the 
benefit of a sinking fund. 

The Notes will be direct, unsecured and unsubordinated obliga
tions of Duke Energy Corporation and will rank equal in priority 
with all of our existing and future unsecured and unsubordinated 
indebtedness and senior in right of payment to all of our existing 
and future subordinated indebtedness. 

The indenture governing the Notes contains certain covenants 
that, among other things, limit our ability and the abiUty of 
certain of our subsidiaries to create liens on our assets. See 
•'Description of the Senior Notes" in the accompanying 
prospectus. 

S-4 
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FORWARD-LOOKING STATEMENTS 

This prospectus supplement and the accompanying prospectus contain or incorporate by reference 
statements that do not directly or exclusively relate to historical facts. Such statements are "forward-
looking statements" within the meaning of the Private Securities Litigation Reform Act of 1995. You can 
typically identify forward-looking statements by the use of forward-looking words, such as "may," "will," 
"could," "project," "believe," "anticipate," "expect," "estimate," "continue," "potential," "plan," 
"forecast" and other similar words. Those statements represent our intentions, plans, expectations, 
assumptions and beliefs about future events and are subject to risks, uncertainties and other factors. Many 
of those factors are outside our control and could cause actual results to differ materially from the results 
expressed or implied by those forward-looking statements. Those factors include: 

• state, federal and foreign legislative and regulatory initiatives that affect cost and investment 
recovery, have an impact on rate structures, and aff'ect the speed at and degree to which 
competition enters the electric and natural gas industries; 

the outcomes of litigation and regulatory investigations, proceedings or inquiries; 

industrial, commercial and residential growth in our service territories; 

the weather and other natural phenomena; 

the timing and extent of changes in commodity prices, interest rates and foreign currency exchange 
rates; 

general economic conditions, including any potential effects arising from terrorist attacks, the 
situation in Iraq and any consequential hostilities or other hostilities; 

changes in environmental and other laws and regulations to which we and our subsidiaries are 
subject or other external factors over which we have no control; 

the results of financing efforts, including our ability to obtain financing on favorable terms, which 
can be affected by various factors, including our credit ratings and general economic conditions; 

lack of improvement or further declines in the market prices of equity securities and resultant cash 
funding requirements for our defined benefit pension plans; 

the level of creditworthiness of counterparties to our transactions; 

the amount of collateral required to be posted from time to time in our transactions; 

growth in opportunities [or our business units, including the timing and success of efforts to develop 
domestic and international power, pipeline, gathering, processing and other infrastructure projects; 

the performance of electric generation, pipeline and gas processing facilities; 

the extent of success in connecting natural gas supplies to gathering and processing systQms and in 
connecting and expanding gas and electric markets; 

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

conditions of the capital markets and equity markets during the periods covered by the forward-
looking statements. 

In light of these risks, uncertainties and assumptions, the forward-looking events referred to in this 
prospectus supplement and the accompanying prospectus might not occur or might occur to a different 
extent or at a different time than we have described. We undertake no obligation to publicly update or 
revise any forward-looking statements, whether as a result of new information, future events or otherwise. 

S-5 
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RATIO OF EARNINGS TO FIXED CHARGES 

». ,, . . „ ^ -,•, ^ i "e Months 
Year knded Decenifaer 31, Ended 

1998 1999 2000 2001 2002 September 30, 2003 

Ratio of Earnings to Fixed Charges 4.5 2.7 3.6 3.8 2.1 2.0 

For purposes of this ratio (a) earnings consist of income from continuing operations before income 
taxes and fixed charges, and (b) fixed charges consist of all interest deductions, the interest component of 
rentals and preference security dividends of consolidated subsidiaries. 

USE OF PROCEEDS 

The aggregate net proceeds from the sale of the Notes will be approximately $248.6 million, after 
deducting the underwriting discount and related offering expenses. 

The net proceeds from the sale of the Notes will be used for general corporate purposes, which may 
include the repayment of outstanding commercial paper of Duke Energy Corporation. At September 30, 
2003, Duke Energy Corporation had approximately S252 million of commercial paper outstanding classified 
as short-term debt, which had a weighted average interest rate of 1.20%, had weighted average days to 
maturity of approximately 13 days and was incurred for general corporate purposes. 

S-6 
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CAPITALIZATION 

The following table sets forth our capitalization as of September 30, 2003: 

• on an actual basis; and 

• on an as adjusted basis to give effect to the issuance of the Notes offered hereby and the 
application of the net proceeds. 

You should read the information in this table together with our consolidated financial statements and 
the related notes incorporated by reference in this prospectus supplement and the accompanying 
prospectus. 

As of September 30, 2003 

Actual As Adjusted 

(in millions) 

Short-term notes payable and commercial paper $ 494 $ 245(1) 

Long-term debt, including current maturities: 
First and Refunding Mortgage Bonds(2) 1,887 1,887 
Notes oflTered hereby — 250 
Other long-term debt 5,313 5,313 
Long-term debt of subsidiaries 16,270 16,270 

Total long-term debt 23,470 23,720 

Minority interests 1,716 1,716 

Preferred and preference stock without sinking fund requirements 134 134 

Common stockholders' equity: 
Common stock, no par; 2 billion shares authorized; 907 million shares 

outstanding 9,448 9,448 
Retained earnings 6,336 6,336 
Accumulated other comprehensive income 148 148 

Total common stockholders' equity 15,932 15,932 

Total capitalization $41,746 $41,747 

(i) Assumes the repayment of Duke Energy commercial paper with all of the net proceeds of the Notes 
offered hereby. 

(2) Includes Duke Energy pollution control bond indebtedness, a portion of which is secured by an 
obligation to issue First and Refunding Mortgage Bonds. 
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DESCRIPTION OF THE NOTES 

General 

The following description of the terms of the Notes summarizes certain general terms that will apply 
to the Notes. The Notes will be issued under a Senior Indenture between us and JPMorgan Chase Bank 
(formerly known as The Chase Manhattan Bank), as trustee, dated as of September 1, 1998, as 
supplemented from time to time, including by the Fourteenth Supplemental Indenture, to be dated as of 
December 8, 2003, collectively referred to as the Senior Indenture. This description is not complete, and 
we refer you to the accompanying prospectus and the Senior Indenture. Defined terms have the meanings 
assigned to them in the Senior Indenture. 

The Notes are issuable in denominations of 51,000 or any integral multiple of Si,000 in excess 
thereof. The Notes will be issued in an aggregate principal amount of $250,000,000. 

We may from time to rime, without the consent of existing holders, create and issue further Notes 
having the same terms and conditions as the Notes being offered hereby in all respects, except for issue 
date, issue price and, if applicable, the first payment of interest thereon. Additional Notes issued in this 
manner will be consolidated with and will form a single series with the previously outstanding Notes of 
like tenor. 

As used in this prospectus supplement, "business day" means, with respect to the Notes, any day, 
other than a Saturday or Sunday, that is neither a legal holiday nor a day on which commercial banks are 
authorized or required by law, regularion or executive order to close in The City of New York. 

Ranking 

The Notes will be our direct, unsecured and unsubordinated obligations. The Notes will rank equal in 
priority with all of our existing and future unsecured and unsubordinated indebtedness and senior in right 
of payment to all of our existing and future subordinated debt. All of our First and Refunding Mortgage 
Bonds are effectively senior to the Notes to the extent of the value of the properties securing them. As of 
September 30, 2003, there were approximately $1,887 million aggregate principal amount of all series of 
First and Refunding Mortgage Bonds outstanding, including approximately $172 million of Duke Energy 
pollution control bond indebtedness, of which $117 million is secured by an obligation to issue First and 
Refunding Mortgage Bonds. Our Senior Indenture contains no restrictions on the amount of additional 
indebtedness that we may issue under it. 

Interest 

The Notes will mature on December 8, 2005 and will bear interest at the "3 Month LIBOR Rate" 
(as defined below) plus 0.45%. The interest rate on the Notes will in no event be higher than the 
maximum rate permitted by New York law as the same may be modified by United States law of general 
application. Interest is payable quarterly in arrears on March 8, June 8, September 8 and December 8 of 
each year (these dates are called "interest payment dates"), beginning on March 8, 2004; provided that if 
any interest payment date (other than an interest payment date that falls on the maturity date or on a 
redemption date) is not a business day, then the interest payment date will be postponed unril the first 
following business day. If the interest payment date falling on the maturity date or on a redemption date is 
not a business day then the interest payment due on that date will be paid on the next business day and no 
additional interest will accrue. 

The 3 Month LIBOR Rate will be reset quarterly on each interest payment date (each of these dates 
is called an "interest reset date"), beginning on March 8, 2004. Interest will accrue on the Notes from 
December 8, 2003 or from the most recent date to which interest on such Notes has been paid or duly 
provided for. until the principal amount of each Note is paid or duly made available for payment. We will 
pay interest to the person in whose name the Note (or one or more predecessor notes) is registered at the 
close of business 15 calendar days before the interest payment date; provided that interest payable at the 
maturity date or on a redemption date will be paid to the person to whom principal is payable. The initial 
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interest rate for the period from and including December 8, 2003 to but excluding the first interest 
payment date will be 1.63%. 

"3 Month LIBOR Rate" means the rate for deposits in U.S. dollars for the 3-month period 
commencing on the applicable interest reset date which appears on Telerate Page 3750 at approximately 
11:00 a.m., London time, on the second London banking day prior to the applicable interest reset date. If 
this rate does not appear on Telerate Page 3750, the calculation agent will determine the rate on the basis 
of the rales at which deposits in U.S. dollars are offered by four major banks in the London interbank 
market (selected by the calculation agent) at approximately 11:00 a.m., London time, on the second 
London banking day prior to the applicable interest reset date to prime banks in the London interbank 
market for a period of three months commencing on that interest reset date and in a principal amount 
equal to an amount not less than $1,000,000 that is representarive for a single transaction in such market 
at such time. In such case, the calculation agent will request the principal London office of each of the 
aforesaid major banks to provide a quotation of such rate. If at least two such quotations are provided, the 
rate for that interest reset date will be the arithmetic mean of the quotations, and, if fewer than two 
quotations are provided as requested, the rate for that interest reset date will be the arithmeric mean of the 
rates quoted by major banks in New York City, selected by the calculation agent, at approximately 
11:00 a.m.. New York City time, on the second London banking day prior to the applicable interest reset 
date for loans in U.S. dollars to leading European banks for a period of three months commencing on that 
interest reset date and in a principal amount equal to an amount not less than $1,000,000 that is 
representative for a single transaction in such market at such time. A London banking day is any business 
day in which dealings in U.S. dollars are transacted in the London interbank market. 

"Telerate Page 3750" means the display page so designated on the Moneyline Telerate, Inc. (or such 
other page as may replace such page on that service or any successor service for the purpose of displaying 
London interbank offered rates of major banks). 

The calculation agent will, upon the request of the holder of any Note, provide the interest rate then 
in effect. The calculation agent is JPMorgan Chase Bank until such time as we appoint a successor 
calculation agent. All calculations made by the calculation agent in the absence of manifest error shall be 
conclusive for all purposes and binding on us and the holders of the Notes. We may appoint a successor 
calculation agent with the written consent of the trustee. 

All percentages resulting from any calculation of the interest rate with respect to the Notes will be 
rounded, if necessary, to the nearest one-hundred thousandth of a percentage point, with five one-
millionths of a percentage point rounded upwards (e.g., 9.876545% (or .09876545) being rounded to 
9.87655% (or .0987655) and 9.876544% (or .09876544) being rounded to 9.87654% (or .0987654)), and 
all dollar amounts in or resulting from any such calculation will be rounded to the nearest cent (with one-
half cent being rounded upwards). 

Interest on the Notes will be computed and paid on the basis of a 360-day year and the actual 
number of days in each quarterly interest payment period. 

Optional Redemption 

We will have the right to redeem the Notes on December 8, 2004, March 8, 2005, June 8, 2005 and 
September 8, 2005, in whole or in part, at a redemption price equal to 100% of the principal amount of 
the Notes to be redeemed plus accrued and unpaid interest on the principal amount being redeemed to 
such redemption date. 

Redemption Procedures 

We will provide not less than 30 nor more than 60 days' notice mailed to each registered holder of 
the Notes to be redeemed. If the redemption notice is given and funds deposited as required, then interest 
will cease to accrue on and after the redemption date on the Notes or portions of such Notes called for 
redemption. In the event that any redemption date is not a business day, we will pay the redemption price 
on the next business day without any interest or other payment due to the delay. 
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Sinking Fund 

There is no provision for a sinking fund applicable to the Notes. 

BOOK-ENTRY SYSTEM 

We have obtained the information in this section concerning The Depository Trust Company, or 
DTC, and its book-entry system and procedures from sources that we believe to be reliable, but we take 
no responsibility for the accuracy of this information. 

The Notes initially will be represented by one or more fully registered global securities, respectively. 
Each global security will be deposited with, or on behalf of, DTC or any successor thereto and registered 
in the name of Cede & Co., DTC's nominee. 

You may hold your interests in a global security in the United States through DTC, either as a 
participant in such system or indirectly through organizations which are participants in such system. So 
long as DTC or its nominee is the registered owner of the global securities representing the Notes, DTC or 
such nominee will be considered the sole owner and holder of the Notes for all purposes of the Notes and 
the Senior Indenture. Except as provided below, owners of beneficial interests in the Notes will not be 
entitled to have the Notes registered in their names, will not receive or be entitled to receive physical 
delivery of the Notes in definitive form and will not be considered the owners or holders of the Notes 
under the Senior Indenture, including for purposes of receiving any reports that we or the trustee deliver 
pursuant to the Senior Indenture. Accordingly, each person owning a beneficial interest in a Note must 
rely on the procedures of DTC or its nominee and, if such person is not a participant, on the procedures of 
the participant through which such person owns its interest, in order to exercise any rights of a holder of 
Notes. 

Unless and until we issue the Notes in fully certificated form under the limited circumstances 
described below under the heading "— Certificated Notes": 

• you will not be entitled to receive physical delivery of a certificate representing your interest in the 
Notes; 

• all references in this prospectus supplement or in the accompanying prospectus to actions by 
holders will refer to actions taken by DTC upon instructions from its direct participants; and 

• all references in this prospectus supplement or the accompanying prospectus to payments and 
notices to holders will refer to payments and notices to DTC or Cede & Co., as the registered 
holder of the Notes, for distribution to you in accordance with DTC procedures. 

The Depository Trust Company 

DTC will act as securities depositary for the Notes. The Notes will be issued as fully registered 
securities registered in the name of Cede & Co. DTC is: 

• a limited-purpose trust company organized under the New York Banking Law; 

• a "banking organization" under the New York Banking Law; 

• a member of the Federal Reserve System; 

• a "clearing corporation" under the New York Uniform Commercial Code; and 

• a "clearing agency" registered under the provision of Section 17A of the Securities Exchange Act 
of 1934. 

DTC holds securities that its direct participants deposit with DTC. DTC also facilitates the settlement 
among direct participants of securities transactions, such as transfers and pledges, in deposited securities 
through electronic computerized book-entry changes in direct participants' accounts, thereby eliminating 
the need for physical movement of securities certificates. 
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Direct participants of DTC include securities brokers and dealers (including underwriters), banks, 
trust companies, clearing corporations, and certain other organizations. DTC is owned by a number of its 
direct participants and by The New York Stock Exchange, Inc., the American Stock Exchange, Inc. and 
the National Association of Securities Dealers, Inc. Indirect participants of DTC, such as securities 
brokers and dealers, banks and trust companies, can also access the DTC system if they maintain a 
custodial relationship with a direct participant. 

If you are not a direct participant or an indirect participant and you wish to purchase, sell or 
otherwise transfer ownership of, or other interests in, the Notes, you must do so through a direct 
participant or an indirect participant. DTC agrees with and represents to DTC participants that it will 
administer its book-entry system in accordance with its rules and by-laws and requirements of law. The 
SEC has on file a set of the rules applicable to DTC and its direct participants. 

Purchases of the Notes under DTC's system must be made by or through direct participants, which 
will receive a credit for the l^otes on DTC's records. The ownership interest of each beneficial owner is in 
turn to be recorded on the records of direct participants and indirect participants. Beneficial owners will 
nol receive written confirmation from DTC of their purchase, but beneficial owners are expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their holdings, 
from the direct or indirect participants through which such beneficial owners entered into the transaction. 
Transfers of ownership interests in the Notes are to be accomplished by entries made on the books of 
direct and indirect participants acting on behalf of beneficial owners. Beneficial owners will not receive 
physical delivery of certificates representing their ownership interests in the Notes, except as provided 
below in "— Certificated Notes." 

To facilitate subsequent transfers, all Notes deposited with DTC are registered in the name of DTC's 
nominee, Cede & Co. The deposit of Notes with DTC and their registration in the name of Cede & Co. 
has no effect on beneficial ownership. DTC has no knowledge of the actual beneficial owners of the Notes. 
DTC's records refiect only the identity of the direct participants to whose accounts such Notes are 
credited, which may or may not be the beneficial owners. The participants will remain responsible for 
keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to direct participants, by direct participants 
to indirect participants and by direct and indirect participants to beneficial owners will be govemed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from 
time to time. 

Book-Entry Format 

Under the book-entry format, the trustee will pay interest or principal payments to Cede & Co., as 
nominee of DTC. DTC will forward the payment to the direct participants, who will then forward the 
payment to the indirect participants or to the beneficial owners. You may experience some delay in 
receiving your payments under this system. 

DTC is required to make book-entry transfers on behalf of its direct participants and is required to 
receive and transmit payments of principal, premium, if any, and interest on the Notes. Any direct 
participant or indirect participant with which you have an account is similarly required to make book-entry 
transfers and to receive and transmit payments with respect to Notes on your behalf. We and the trustee 
have no responsibility or liability for any aspect of the records relating to or payments made on account of 
beneficial ownership interests in the Notes or for maintaining, supervising or reviewing any records relating 
to such beneficial ownership interests. 

The trustee will not recognize you as a holder of any Notes under the Senior Indenture, and you can 
only exercise the rights of a holder indirectly through DTC and its direct participants. DTC has advised us 
that il will only take action regarding a Note if one or more of the direct participants to whom the Note is 
credited direct DTC to take such action. DTC can only act on behalf of its direct participants. Your 
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V, 

ability to pledge Notes to indirect participants, and to take other actions, may be hmited because you will 
not possess a physical certificate that represents your Notes. 

Certificated Notes 

Unless and until they are exchanged, in whole or in part, for Notes in definirive form in accordance 
with the terms of the Notes, the Notes may nol be Iransferted except as a whole by DTC lo a nominee of 
DTC; as a whole by a nominee of DTC to DTC or another nominee of DTC; or as a whole by DTC or 
nominee of DTC to a successor of DTC or a nominee of such successor. 

We will issue Notes to you or your nominees, in fully certificated registered form, rather than to DTC 
or its nominees, only if: 

• we advise the trustee in writing that DTC is no longer willing or able to discharge its 
responsibilities properly or that DTC is no longer a registered clearing agency under the Securhies 
Exchange Act, and the Trustee or we are unable to locate a qualified successor within 90 days; 

• an event of default has occurred and is continuing under the Senior Indenture; or 

• we, at our option, elect to terniinate use of the book-entry system through DTC. 

If any of the above events occurs, DTC is required to notify all direct participants that Notes in fully 
certificated registered form are available through DTC. DTC will then surrender the global security 
representing the Notes along with instructions for re-registration. The trustee will re-issue the Notes in full 
certificated registered form and will recognize the registered holders of the certificated Notes as holders 
under the Senior Indenture. 
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UNDERWRITING 

We have entered into an underwriting agreement with respect to the Notes with the underwriters 
listed below. Subject to certain conditions, each of the underwriters has severally agreed to purchase the 
principal amount of Notes indicated in the following table: 

Principal Amount 

Underwriter " ' ' '^"^es 

Deutsche Bank Securities Inc $100,000,000 
Merrill Lynch, Pierce, Fenner & Smith 

Incorporated 100,000,000 
ABN AMRO Incorporated 25,000,000 
Lazard Freres & Co. LLC 25,000,000 

Total $250,000,000 

The underwriting agreement provides that the obligations of the several underwriters to pay for and 
accept delivery of the Notes are subject to certain conditions, including the receipt of legal opinions 
relating to certain matters. The undenvriters are committed to take and pay for all of the Notes being 
olfered hereby if any are taken. 

The Notes sold by the underwriters to the public will initially be offered at the initial public offering 
price set forth on the cover of this prospectus supplement and to certain dealers at that price less a 
concession not in excess of 0.15% of the aggregate principal amount of the Notes. The underwriters may 
allow, and those dealers may reallow, a discount not in excess of 0.10% of the aggregate principal amount 
of the Notes to certain other dealers. If all the Notes are not sold at the initial offering price, the 
underwriters may change the offering price and the other selling terms. 

The Notes are a new issue of securities with no established trading market. We have been advised by 
the underwriters that the underwriters intend to make a market in the Notes, but they are not obligated to 
do so and may discontinue market making at any time without notice. No assurance can be given as to the 
liquidity of any trading market for the Notes. 

In connection with the offering, the underwriters may engage in transactions that stabilize, maintain, 
or otherwise affect the price of the Notes. These transactions may include short sales, stabilizing 
transactions and purchases to cover posirions created by short sales. Short sales involve the sale by the 
underwriters of a greater aggregate principal amount of Notes than they are required to purchase in the 
offering. Stabilizing transactions consist of certain bids or purchases made for the purpose of preventing or 
retarding a decline in the market price of the Notes while the offering is in progress. 

These activities by the underwriters may stabilize, maintain or otherwise affect the market price of the 
Notes, As a result, the price of the Notes may be higher than the price that otherwise might exist in the 
open market. If these activities are commenced, they may be discontinued by the underwriters at any time. 
These transactions may be effected in the over-the-counter market or otherwise. 

The expenses of the offering, not including the underwriting discount, are estimated to be 
approximately $500,000. We have agreed to indemnify the underwriters against certain liabilities, including 
liabilities under the Securities Act of 1933 as amended, or to contribute to payments the underwriters may 
be required to make in respect of any of these liabilities. 

In the ordinary course of their respective businesses, some of the underwriters and/or their affiliates 
have in the past and may in the future provide us with financial advisory and other services for which they 
have and in the future will receive customary fees. 

Lazard Freres & Co. LLC ("Lazard") has entered into an agreement with Mitsubishi Securities 
(USA), Inc. ("Mitsubishi") pursuant to which Mitsubishi provides certain advisory and/or other services 
to Lazard, including in respect of this offering. In return for the provision of such services by Mitsubishi to 
Lazard, Lazard will pay to Mitsubishi a mutually agreed upon fee. 
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The underwriters will make the Notes available for distribution on the Internet through a proprietary 
Web site and/or a third-party system operated by Market Axess Inc., an Internet-based communications 
technology provider. Market A.xess Inc. is providing the system as a conduit for communications between 
the underwriters and their customers and is not a party to any transactions. Market Axess Inc., a 
registered broker-dealer, will receive compensation from the underwriters based on transactions the 
underwriters conduct through the system. The underwriters will make the Notes available to their 
customers through the Internet distribufions, whether made through a proprietary or third-party system, on 
the same terms as distributions made through other channels. 

EXPERTS 

The consolidated financial statements and the related financial statement schedule incorporated in this 
prospectus supplement by reference from Duke Energy's Annual Report on Form 10-K as of and for the 
year ended December 31, 2002 have been audited by Deloitte & Touche LLP, independent auditors, as set 
forth in their report (which report expressed an unqualified opinion and included an explanatory paragraph 
relating to the adoption of Statement of Financial Accounting Standards No. 133, "Accounting for 
Derivative Instruments and Hedging Acrivities" on January 1, 2001 and the adoption of the Statement of 
Financial Accounting Standards No. 142, "Goodwill and Other Intangible Assets" on January 1, 2002), 
which is incorporated herein by reference, and have been so incorporated in reliance upon the report of 
such firm given upon their authority as experts in accounting and auditing. 

LEGAL MATTERS 

Certain legal matters with respect to the offering of the Notes will be passed on for us by Robert T. 
Lucas in, Esq. who is Duke Energy's Associate General Counsel and Assistant Secretary, and by Simpson 
Thacher & Bartlett LLP, New York, New York, and for the underwriters by Sidley Austin Brown & 
Wood LLP, New York, New York. In I'endering their opinions, Simpson Thacher & Bartlett LLP and 
Sidley Austin Brown & Wood LLP will rely upon Mr. Lucas as to all matters of North Carolina law. 
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In our Franchised Electric business, we are regulated on a cost-of-service/rate-of-return basis subject to 
the North Carolina rate freeze discussed above, during periods in v/hich our Franchised Electric earnings 
exceed the returns established by our state regulatory commissions, our retail electric rates may be subject to 
review by the commissions and possible reduction, which may decrease our future eamings. 

Gas 
Our gas transmission and storage operations are subject to government regulations and rate proceedings 

that could have an adverse impact on our ability to recover the costs of operating our pipeline facilities. 
Our U.S. interstate gas transmission and storage operations are subject to the FERC's regulatory 

authority, which extends to: 

• transportation of natural gas; 
• rates and charges; 
• construction; 
• acquisition, extension or abandonment of services or facilities; 

• accounts and records; 
• depreciation and amortization policies; and 
• operating terms and conditions of service. 
The FERC has taken actions to strengthen market forces in the natural gas pipeline industry which has 

led to increased competition throughout the industry. In a number of key markets, interstate pipelines are now 
facing competitive pressure from other major pipeline systems, enabling local distribution companies and end 
users to choose a supplier or switch suppliers based on the short-term price of gas and the cost of 
transportation. 

Given the extent of the FERC's regulatory power, we cannot give any assurance regarding the likely 
regulations under which we will operate our natural gas transmission and storage business in the future or the 
effect of regulation on our financial position and results of operations. In addition, the FERC has proposed to 
broaden its regulations on jurisdictional companies to limit communicarions between a jurisdictional company 
and all our affiliates engaged in energy activities. If adopted as proposed, the rule could adversely affect our 
ability to manage our energy activities. 

Some of our interstate gas transmission operations from time to time have in effect rate settlements 
approved by FERC which prevent those companies or third parties from modifying rates, except for allowed 
adjustments. These settlements do not preclude the FERC from taking action on its own to modify the rates. 
Upon expiration of the settlements, the companies or third parties may institute actions at the FERC to 
modify the companies' rates. It is not possible to determine at this time whether any such actions would be 
instituted or what the outcome would be but such proceedings could result in rate adjustments. 

Recent decisions could result in the imposition of regulatory operating terms and conditions of service on 
our interstate gas transmission operations that limit our management discretion and could also increase 
operational risks. In September 2002, a FERC administrative law judge ruled that El Paso Gas Transmission 
Company, an interstate natural gas pipehne company, was in violation of the Natural Gas Act for not 
delivering sufficient gas to its CaUfornia markets during 2000 and 2001 because it had operated its interstate 
gas pipeline system at less than the maximum allowable pressure for which the system is rated, engaged in 
inappropriate system maintenance and delivered gas to other markets. If this ruling stands after review by the 
FERC, it could be interpreted to increase the dcHvery obligations and reduce the operational discretion of 
interstate gas pipelines, including those we operate, and, as a result, increase operational, contractual and 
litigation risks for our natural gas pipelines. 

Possible changes and developments in the Canadian regulatory environment could result in a negative 
impact on Westcoast Energy's business and operations. 

The majority of our Canadian natural gas assets are subject to various degrees of federal or provincial 
regulation. Changes in such regulation may impact our capacity to conduct this business effectively and 
sustain or increase profitability. Furthermore, as the regulatory environment within which Westcoast Energy 
conducts its business and operates its facilities continues to evolve from a traditional cost recovery model to a 
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more competitive, market-based approach, there is increasing competition among pipeline companies. We 
cannot predict the timing or scope of these changes and developments in the regulatory environment or the 
impact they may ultimately have on Westcoast Energy's business and operations. 

Aboriginal groups have claimed aboriginal and treaty rights over a substantial portion of the lands on 
which our facilities in British Columbia and Alberta and the gas supply areas served by those facilities are 
located. The existence of these claims, which range from the assertion of rights of limited use up to aboriginal 
title, has given rise to some uncertainty regarding access to public lands for future development purposes. 

Risk.s Related to Our Business Generally and Our Industry 

Financing and Liquidity Risks 

We have not appraised the value of the collateral upon wliich ttte mortgage lien exists and, if there is a 
default or a foreclosure sate, the value of the collateral may not be sufficient to repay the holders of the Bonds. 

No appraisal of the value of the collateral upon which the mortgage lien exists has been made in connection 
with any offerings or issuances of Bonds. The value of the collateral in the event of liquidation will depend on 
market and economic conditions, the availability of buyers and other factors. Although we believe the value of 
the collateral substantially exceeds the indebtedness under the Bonds, we cannot assure you that the proceeds 
from the sale or sales of all of such collateral would be sufficient to satisfy the amounts outstanding under the 
Bonds and other obligations secured by the same collateral. If the proceeds were not sufficient to repay amounts 
outstanding under the Bonds, then holders of the Bonds, to the extent not repaid from the proceeds of the sale of 
the collateral, would only have an unsecured claim against our remaining assets. 

Our business is dependent on our ability to successfully access capital markets. Our inability to access 
capital may limit our ability to execute our business plan or pursue improvements. 

We rely on access to both short-term money markets and longer-term capital markets as a source of 
liquidity lor capital requirements not satisfied by the cash ffow from our operations. If we are not able to access 
capital at competitive rates, our ability to implement our strategy will be adversely affected. Market 
disruptions or a downgrade of our credit rating may increase our cost of borrowing or adversely affect our 
ability to access one or more financial markets. Such disruptions could include: 

• further economic downturns; 

• the bankruptcy of an unrelated energy company; 

• capital market conditions generally; 

• market prices for electricity and gas; 

• terrorist attacks or threatened attacks on our facilities or unrelated energy companies; or 

• the overall health of the urility industry. 

Restrictions on our ability to access financial markets may affect our ability to execute our business plan 
as scheduled. An inability to access capital may limit our ability to pursue improvements or acquisitions that 
we may otherwise rely on for future growth. 

Increases in our leverage could adversely affect our competitive position, business planning and flexibility, 
financial condition, ability to service our debt obligations and to pay dividends on oar common stock, and 
ability to access capital on favorable terms. 

Our cash requirements arise primarily from the capital intensive nature of our electric utilities, as well as 
the expansion of our diversified businesses. In addirion to operating cash ffows, we rely heavily on our 
commercial paper and long-term debt. Our credit lines impose various limitations that could impact our 
liquidity and result in a material adverse impact on our business strategy and our ongoing financing needs. 
Changes in economic conditions could result in higher interest rates, which would increase our interest 
expense on our floating rate debt and reduce funds available to us for our curtent plans. Additionally, an 
increase in our leverage could adversely affect us by: 

• increasing the cost of future debt financing; 

• prohibiting the payment of dividends on our common stock or adversely impacting our ability to pay 
such dividends at the current rate; 

• making it more difficult for us to satisfy our existing financial obligations; 
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• limiting our ability to obtain additional financing, if we need it, for working capital, acquisirions, debt 
service requirements or other purposes; 

• increasing our vulnerability to adverse economic and industry conditions; 

• requiring us to dedicate a substantial portion of our cash flow from operations to payments on our debt, 
which would reduce funds available to us for operations, future business opportunities or other 
purposes; and 

• limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which 
we compete. 

Specifically, as stipulated in the revolving credit facilities, some entities within Duke Energy must maintain 
total debt to total capitalization ratios below specified target levels to be permitted to issue commercial paper 
and/or borrow under those facilities. These include limits of 65% at Duke Energy, Duke Capital, Duke Energy 
Australia and Westcoast Energy, 75% at Union Gas and 53% at Duke Energy Field Services. 

As of the end of the second quarter 2003, Duke Energy had approximately $3.2 billion (net of cash 
investments) of ffoating rate debt, representing about 8% of our total capitalization. 

A breach in the financial covenants specified within our revolving credit agreements could adversely affect 
our ability to borrow short-term funds and could trigger acceleration of bank facility indebtedness at other 
specific Duke Energy entities. 

Duke Energy and its affiliates maintain revolving credit facilities to provide back-up for commercial paper 
programs and/or letters of credit at various entities. These facifities typically include financial covenants which 
limit the amount of debt that can be outstanding as a percentage of the total capital for the specific entity. 
Some also include targeted EBITDA interest coverage ratios. Failure to maintain these covenants at a 
particular Duke Energy entity could preclude that enfity from issuing commercial paper or letters of credit, 
borrowing under the revolving credit facility and could require other Duke Energy affifiates to immediately pay 
down any outstanding drawn amounts under other revolving credit agreements. 

A downgrade in our credit rating could negatively affect our ability to access capital and/or to operate our 
power and gas trading businesses. 

Standard & Poor's, Moody's and Fitch rate our senior, unsecured debt at BBB+, Baal and A—, 
respectively. Our Standard & Poor's and Fitch ratings are both on negative outlook. If Standard & Poor's, 
Moody's or Fitch were to downgrade our long-term rating, particularly below investment grade, our borrowing 
costs would increase which would diminish our financial results. In addition, we would likely be required to 
pay a higher interest rate in future financings, and our potential pool of investors and funding sources would 
likely decrease. Further, if our short-term rating were to fall, it may significantly limit our access to the 
commercial paper market. 

In addition, some of our subsidiaries access debt and other capital from various sources and carry their 
own credit ratings. Any downgrade or other event negatively affecting the credit ratings of these subsidiaries 
could make their costs of borrowing higher or access to funding sources more limited, v̂ 'hich in turn could 
increase the need of Duke Energy to provide liquidity in the form of capital contributions or loans to such 
subsidiaries, thus reducing the liquidity and borrowing availability of the consolidated group. 

Our ratings may be dependent on, among other thmgs, our earnings outlook for future periods and the success 
of our business pUui. If, as a result of market conditions or other factors affecting our business, we are unable to 
achieve our eamings outlook or we lower our eamings outlook, our ratings could be adversely affected. The failure 
to meet the goals set forth in our business plan from time to fime could cause our ratings to be lowered. 

Our power and gas trading businesses rely on our investment grade ratings. Most of our counterparties 
require the creditworthiness of an investment grade entity to stand behind transacfions. If our rafings were to 
decline below investment grade, our ability to profitably operate our power and gas trading businesses would be 
diminished because we would likely have to deposit additional collateral of cash or cash related instruments 
which would reduce our liquidity and profitability. 

Poor investment performance of pension plan equity holdings and other factors impacting pension plan 
costs could unfavorably impact our liquidity and results of operations. 
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Our costs of providing non-contributory defined benefit pension plans are dependent upon a number of 
factors, such as the rates of return on plan assets, discount rates, the level of interest rates used to measure the 
required minimum funding levels of the plans, future government regulation and our required or voluntary 
contributions made to the plans. The market value of Duke Energy's defined benefit pension plan assets has 
been affected by declines in the equity markets since the third quarter of 2000. As a result, at our most recent 
measurement date of September 30, 2002, our pension plan obligation exceeded the value of plan assets by 
$439 million. Without a substanfial recovery in the equity markets over fime to increase the value of our plan 
assets and depending upon the other factors impacting our costs as listed above, we could be required to fund 
our plans with significant amounts of cash. Such cash funding obligations could have a material impact on our 
liquidity by reducing our cash flows and negatively effect our results of operations. 

We could enter into various transactions that could increase tiie amount of our outstanding debt, or 
adversely aff'ect our capital structure or credit ratings, or otherwise adversely affect holders of the Senior Notes, 
Junior Subordinated Notes and Bonds. 

The terms of the Senior Notes, Junior Subordinated Notes and Bonds do not prevent us from entering 
into a variety of acquisition, change of control, refinancing, recapitalization or other highly leveraged 
transactions. As a result, we could enter into any transacfion even though the transaction could increase the 
total amount of our outstanding indebtedness, adversely affect our capital structure or credit ratings or 
otherwise adversely affect the holders of the Senior Notes, Junior Subordinated Notes and Bonds. 

Environmental Regulation and Liability 

Oar business will be subject to environmental legislation in all jurisdictions in which it operates and any 
changes in such legislation could negatively affect our results of operations. 

Our operations are subject to extensive environmental regulation pursuant to a variety of U.S., Canadian, 
and other federal, provincial, state and municipal laws and regulations. Such environmental legislation 
imposes, among other things, restrictions, liabilities and obligations in connection with the generation, 
handling, u.se, storage, transportation, treatment and disposal of hazardous substances and waste and in 
connection with spills, releases and emissions of various substances into the environment. Environmental 
legislation also requires that our facifities, sites and other properties associated with our operations be 
operated, maintained, abandoned and reclaimed to the satisfaction of appficable regulatory authorities. 

Existing environmental regulations could also be revised or reinterpreted, new laws and regulations could 
be adopted or become appficable to us or OUT facilities, and future changes in environmental laws and 
regulations could occur. The federal govemment and several states recently have proposed increased 
environmental regulation of many industrial activities, including increased regulation of air quality, water 
quality and solid waste management. In addition, Canada and some of the countries in which we operate may 
move forward on the process of adopting the greenhouse gas emissions principles of the Kyoto Accords. With 
the trend toward stricter standards, greater regulation, more extensive permit requirements and an increase in 
the number and types of assets operated by us subject to environmental regulation, we expect our 
environmental expenditures to continue to be substantial in the future. 

Compliance with environmental legislation can require significant expenditures, including expenditures 
for clean up costs and damages arising out of contaminated properties, and failure to comply with 
environmental legislation may result in the imposition of fines and penalties. The steps we take to bring our 
facilities into compliance could be prohibitively expensive, and we may be required to shut down or alter the 
operation of our facilities, which may cause us to incur losses. Further, our regulatory rate structure and our 
contracts with clients may not necessarily allow us to recover capital costs we incur to comply with new 
environmental regulations such as the rate freeze being imposed by the North Carolina clean air legislation. 
Also, we may not be able to obtain or maintain from time to time all required environmental regulatory 
approvals for our development projects. If there is a delay in obtaining any required environmental regulatory 
approvals or if we fail to obtain and comply with them, the operation of our facilities could be prevented or 
become subject to additional costs. Should we fail to comply with all applicable environmental laws, we may 
be subject to penalties and fines imposed against us by regulatory authorities. Although it is not expected that 
the costs of complying with current environmental legislation will have a material adverse effect on our 
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financial condition or results of operations, no assurance can be made that the costs of complying with 
environmental legislation in the future will not have such an effect. 

We could incur material losses if we are held liable for the environmental condition of any of our assets. 

We are generally responsible for all on-site liabilities associated with the environmental condition of our 
power generation facilities and natural gas assets which we have acquired or developed, regardless of when the 
liabilities arose and whether they are known or unknown. In addition, in connection with some acquisitions 
and sales of assets, we may obtain, or be required to provide, indemnification against some environmental 
liabilities. If we incur a material liability, or the other party to a transaction fails to meet its indemnification 
obligations to us, we could suffer material losses. 

Operational Risks 

Our investments and projects located outside of the United States expose us to risks related to laws of 
other countries, taxes, economic conditions, fluctuations in currency rates, political conditions and policies of 
foreign governments. These risks may delay or reduce our realization of value from our international projects. 

We currently own and may acquire and/or dispose of material energy-related investments and projects 
outside the United States. The economic, regulatory, market and political conditions in some of the countries 
where we have interests or in which we may explore development, acquisition or investment opportunities 
present risks of delays in construction and interruption of business, as well as risks of war, expropriation, 
nationalization, renegotiation, trade sanctions or nullification of existing contracts and changes in law, 
regulations, market rules or tax policy, that are greater than in the United States. In particular, certain 
countries in Latin America, such as Brazil and El Salvador, are implementing changes in their market rules 
and regulations which could materially and adversely impact our ability to recognize anticipated value from 
our investments in that region. 

The uncertainty of the legal environment in some foreign countries in which we develop or acquire 
projects or make investments could make it more difficult to obtain non-recourse project or other financing on 
suitable terms, could adversely affect the ability of our customers to honor their obligations with respect to 
such projects or investments and could impair our ability to enforce our rights under agreements relafing to 
such projects or investments. 

Operations in foreign countries also can present currency exchange rate and convertibility, inflafion and 
repatriation risk. Economic and monetary conditions and other factors could affect our ability to convert our 
earnings denominated in foreign currencies. In addition, risk from fluctuafions in currency exchange rates can 
arise when our foreign subsidiaries expend or borrow funds in one type of currency but receive revenue in 
another. In such cases, an adverse change in exchange rates can reduce our abiUty to meet expenses, including 
debt service obligations. Foreign currency risk can also arise when the revenues received by our foreign 
subsidiaries are not in U.S. dollars. In such cases, a strengthening of the U.S. dollar could reduce the amount of 
cash and income we receive from these foreign subsidiaries. While we believe we have hedges and contracts in 
place to mitigate our most significant .short-term foreign currency exchange risks, our hedges may not be 
sufficient or we may have some exposures that are not hedged which could result in losses or volatifity in our 
revenues. 

The long-term financial condition of our U.S. and Canadian natural gas transmission businesses are 
dependent on the continued availability of natural gas reserves. 

The development of additional natural gas reserves requires significant capital expenditures by others for 
exploration and development drilling and the installation of production, gathering, storage, transportafion and 
other facilities and permit natural gas to be produced and delivered to our pipehne systems. Low prices for 
natural gas, regulatory limitations, or the lack of available capital for these projects could adversely affect the 
development of additional reserves and production, gathering, storage and pipefine transmission and import 
and export of natural gas supplies. Additional natural gas reserves may not be developed in commercial 
quantities and in sufficient amounts to fill the capacities of our pipeline systems. 

Gathering, processing and transporting activities involve numerous risks that may result in accidents and 
other operating risks and costs. 
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There are inherent in our gas gathering, processing and transporting properties a variety of hazards and 
operating risks, such as leaks, explosions and mechanical problems, that could cause substantial financial 
losses. In addition, these risks could result in loss of human life, significant damage to property, environmental 
pollution, impairment of our operations and substanfial losses to us. In accordance with customary industry 
practice, we maintain insurance against some, but not all, of these risks and losses. The occurtence of any of 
these events not fully covered by insurance could have a material adverse effect on our financial position and 
results of operations. For our pipelines located near populated areas, including residential areas, commercial 
business centers, industrial sites and other public gathering areas, the level of damages resulting from these 
risks is greater. 

We are subject to the risks of nuclear generation. 

Our three nuclear stations, Oconee, Catawba and McGuire, subject us to the risks of nuclear generation, 
which include: 

• the potential harmful effects on the environment and human health resulting from the operafion of 
nuclear facilities and the storage, handling and disposal of radioactive materials; 

• limitations on the amounts and types of insurance commercially available to cover losses that might 
arise in connection with nuclear operations; and 

• uncertainties with respect to the technological and financial aspects of decommissioning nuclear plants 
at the end of their licensed lives. 

The Nuclear Regulatory Commission has broad authority under federal law to impose licensing and 
safety-related requirements for the operation of nuclear generation facifities. In the event of non-compliance, 
the Nuclear Regulatory Commission has the authority to impose fines or shut down a unit, or both, depending 
upon its assessment of the severity of the situation, until compliance is achieved. Revised safety requirements 
promulgated by the Nuclear Regulatory Commission could necessitate substantial capital expenditures at our 
nuclear plants. In addition, although we have no reason to anticipate a serious nuclear incident, if an incident 
did occur, it could have a material adverse effect on our results of operations or financial condition. 
Furthermore, the non-compliance of other nuclear facilities operators with applicable regulations or the 
occurtence of a serious nuclear incident at other facilities could result in increased regulation of the industry as 
a whole, which could then increase our compliance costs and impact the results of operations of our facifities. 

Potential terrorist activities or military or other actions, including the situation in Iraq, could adversely 
affect our business. 

The current situation in Iraq, the confinued threat of terrorism and the impact of retaliatory military and 
other action by the United States and its alfies may lead to increased political, economic and financial market 
instability and volatility in prices for natural gas which could afl̂ ect the market for our gas operations and may 
materially adversely affect us in ways we cannot predict at this time. In addition, future acts of terrorism and 
any possible reprisals as a consequence of action by the United States and its aUies could be directed against 
companies operating in the United States. In particular, nuclear generation facilities such as our nuclear plants 
could be potential targets of terrorist activities. The potential for terrorism has subjected our operations to 
increased risks and could have a material adverse effect on our business. In particular, we may experience 
increased capital or operating costs to implement increased security for our plants, including our nuclear power 
plants under the Nuclear Regulatory Commission's design basis threat requirements, such as additional 
physical plant security and additional security personnel. 

The insurance industry has also been disrupted by the.se events. As a result, the availability of insurance 
covering risks we and our competitors typically insure against may decrease. In addition, the insurance we are 
able to obtain may have higher deductibles, higher premiums and more restrictive policy terms. 
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RATIO OF EARNINGS TO FIXED CHARGES 

Year Ended December 31, 
Six Months 

Ended 
June 30, 1998 1999 2000 2001 2002 2003 

Ratio of Earnings to Fixed Charges 4.5 2.7 3.6 3.8 2.1 2.6 

For purposes of this rafio (a) earnings consist of income from confinuing operations before income taxes 
and fixed charges, and (b) fixed charges consist of afl interest deductions, the interest component of rentals 
and preference security dividends of consolidated subsidiaries. 

USE OF PROCEEDS 

Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke Energy intends to 
use the net proceeds from the sale of any offered securities: 

• to redeem or purchase from rime to fime presently outstanding securities when it anticipates those 
transactions will result in an overaff cost savings; 

• to repay maturing securities; 

• to finance its ongoing construction program; or 

• for general corporate purposes. 

The proceeds from the sale of Preferred Securities by a Trust will be invested in Junior Subordinated 
Notes issued by Duke Energy. Except as Duke Energy may otherwise describe in the applicable prospectus 
supplement, Duke Energy expects to use the net proceeds from the sale of such Junior Subordinated Notes to 
the applicable Trust for the above purposes. 

THE TRUSTS 

Duke Energy formed each Trust as a statutory business trust under Delaware law. Each Trust's business 
is defined in a trust agreement executed by Duke Energy, as depositor, and Chase Manhattan Bank USA, 
Nafional Association (formeriy known as Chase Manhattan Bank Delaware). Each trust agreement wiU be 
amended when Preferred Securities are issued under it and will be in substantially the form filed as an exhibit 
to the registration statement, of which this prospectus is a part. An amended trust agreement is called a "Trust 
Agreement" in this prospectus. 

The Preferred Securities and the Common Securifies of each Trust represent undivided beneficial 
interests in the assets of that Trust. The Preferred Securities and the Common Securities together are 
sometimes called the "Trust Securities" in this prospectus. 

The trustees of each Trust will conduct that Trust's business and affairs. Duke Energy, as the holder of 
the Common Securities of each Trust, will appoint the trustees of that Trust. The trustees of each Tmst wifi 
consist of: 

• two officers of Duke Energy as Administrative Trustees; 

• JPMorgan Chase Bank as Property Trustee; and 

• Chase Manhattan Bank USA, National Association as Delaware Trustee. 

The prospectus supplement relating to the Preferred Securities of a Trust will provide further information 
concerning that Trust. 

No separate financial statements of any Trust are included in this prospectus. Duke Energy considers that 
such statements would not be material to holders of the Preferred Securities because no Trust has any 
independent operations and the sole purpose of each Trust is investing the proceeds of the sale of its Trust 
Securities in Junior Subordinated Notes. Duke Energy does not expect that any of the Trusts will be filing 
annual, quarterly or special reports with the SEC. 
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The principal place of business of each Trust wiU be c/o Duke Energy Corporation, 526 South Church 
Street, Chariotte, North Carolina 28202, telephone (704) 594-6200. 

Accounting Treatment 

As a result of the implenientation of FIN 46 effective July I, 2003, each Trust wifi be deconsolidated 
from Duke Energy since Duke Energy would not be the primary beneficiary of these Trusts. This 
deconsolidation will result in Duke Energy reflecfing a liability for any notes payable to the Trusts, which 
under the prior accounfing treatment would have been eliminated in consolidation. As a result, any 
amortization of debt discount and interest payments associated with any notes payable wiU be classified on the 
consolidated statements of income as interest expense rather than minority interest expense. 

DESCRIPTION OF THE SENIOR NOTES 

Duke Energy will issue the Senior Notes in one or more series under its Senior Indenture dated as of 
September I, 1998 between Duke Energy and JPMorgan Chase Bank (formerly known as The Chase 
Manhattan Bank), as Trustee, as supplemented from time to time. The Senior indenture is an exhibit to the 
registration statement, of which this prospectus is a part. 

The Senior Notes are unsecured and unsubordinated obligafions and will rank equally with all of Duke 
Energy's other unsecured and unsubordinated indebtedness. The First and Refunding Mortgage Bonds are 
effectively senior to the Senior Notes to the extent of the value of the properties securing them. As of June 30, 
2003, there were approximately $1,462,000,000 in aggregate principal amount of First and Refunding 
Mortgage Bonds outstanding, including approximately $172,000,000 of Duke Energy pollution control bond 
indebtedness, of which $117,000,000 is secured by an obligation to issue First and Refunding Mortgage Bonds. 

Duke Energy conducts its non-electric operations, and certain of its electric operations outside its service 
area in the Carolinas, through subsidiaries. Accordingly, its ability to meet its obligafions under the Senior 
Notes is partly dependent on the earnings and cash ffows of those subsidiaries and the ability of those 
subsidiaries to pay dividends or to advance or repay funds to Duke Energy. In addition, the rights that Duke 
Energy and its creditors would have to participate in the assets of any such subsidiary upon the subsidiary's 
liquidation or recapitalization will be subject to the prior claims of the subsidiary's creditors. Certain of Duke 
Energy's subsidiaries have incurred substantial amounts of debt in the expansion of their businesses, and Duke 
Eneigy anticipates that certain of its subsidiaries will do so in the future. 

The following description of the Senior Notes is only a summary and is not intended to be comprehensive. 
For additional informafion you should refer to the Senior Indenture. 

General 

The Senior Indenture does not limit the amount of Senior Notes that Duke Energy may issue under it. 
Duke Energy may issue Senior Notes from time to fime under the Senior Indenture in one or more series by 
entering into supplemental indentures or by its Board of Directors or a duly authorized committee authorizing 
the issuance. The form of supplemental indenture to the Senior Indenture is an exhibit to the registration 
statement, of which this prospectus is a part. 

The Senior Notes of a series need not be issued at the same time, bear interest at the same rate or mature 
on the same date. 

The Senior Indenture does not protect the holders of Senior Notes if Duke Energy engages in a highly 
leveraged transaction. 

Provisions Applicable to Particular Series 

The prospectus supplement for a particular series of Senior Notes being offered wifi disclose the specific 
terms related to the offering, including the price or prices at which the Senior Notes to be offered will be 
issued. Those terms may include some or all of the following: 

• the title of the series; 

19 



BOWNE OE NEW YORK 08/18/2003 05:00 NO MARKS NEXT PCN: 025.00.00.00--Page is valid, no graphics BNY X92082 024.00.00,00 1 

• the total principal amount of the Senior Notes of the series; 

• the date or dates on which principal is payable or the method for determining the date or dates, and any 
right that Duke Energy has to change the date on which principal is payable; 

• the interest rale or rates, if any, or the method for determining the rate or rates, and the date or dates 
from which interest will accrue; 

• any interest payment dates and the regular record date for the interest payable on each interest 
payment date, if any; 

• whether Duke Energy may extend the interest payment periods and, if so, the terms of the extension; 
• the place or places where payments will be made; 

• whether Duke Energy has the option to redeem the Senior Notes and, if so, the terms of its redempfion 
option; 

. • any obligation that Duke Energy has to redeem the Senior Notes through a sinking fund or to purchase 
the Senior Notes through a purchase fund or at the option of the holder; 

• whether the provisions described under "Defeasance and Covenant Defeasance" will not apply to the 
Senior Notes; 

• the curtency in which payments will be made if other than U.S. dollars, and the manner of determining 
the equivalent of those amounts in U.S. dollars; 

• if payments may be made, at Duke Energy's election or at the holder's election, in a currency other 
than that in which the Senior Notes are stated to be payable, then the currency in which those 
payments may be made, the terms and conditions of the election and the manner of determining those 
amounts; 

• the portion of the principal payable upon acceleration of maturity, if other than the enfire principal; 
• whether the Senior Notes will be issuable as global securities and, if so, the securities depositary; 
• any changes in the events of default or covenants with respect to the Senior Notes; 
• any index or formula used for determining principal, premium or interest; 

• if the principal payable on the maturity date will not be determinable on one or more dates prior to the 
maturity date, the amount which wifi be deemed to be such principal amount or the manner of 
determining it; 

• the date or dates after which holder may convert the Senior Notes into shares of Duke Energy common 
stock and the terms for that conversion; 

• the date or dates upon which the Senior Notes will be mandatorily converted into shares of Duke 
Energy common stock and the terms for that conversion; 

• the terms for the attachment to Senior Notes of rights to purchase or sefi common stock or other 
securities of Duke Energy; and 

< any other terms. 
Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke Energy will issue the 

Senior Notes only in fully registered form without coupons, and there will be no service charge for any registration 
of transfer or exchange of the Senior Notes. Duke Energy may, however, require payment to cover any tax or other 
govemmental charge payable in connection with any transfer or exchange. Subject to the terms of the Senior 
Indenture and the limitations applicable to global securities, transfers and exchanges of the Senior Notes may be 
made at JPMorgan Cha.se Bank, Institutional Trust Services, 4 New York Plaza, 15th Floor, New York, New-
York 10004 or at any other office or agency maintained by Duke Energy for such purpose. 

The Senior Notes will be issuable in denominations of SI,000 and any integral multiples of $1,000, unless 
Duke Energy states otherwi.se in the applicable prospectus supplement. 

Duke Energy may offer and sell the Senior Notes, including original issue discount Senior Notes, at a 
substantial discount below their principal amount. The applicable prospectus supplement will describe special 
United States federal income tax and any other considerations applicable to those securities. In addition, the 
applicable prospectus supplement may describe certain special United States federal income tax or other 
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considerations, if any, applicable to any Senior Notes that are denominated in a currency other than U.S. 
dollars. 

Global Securities 

Duke Energy may issue some or all of the Senior Notes as book-entry securities. Any such book-entry 
securities will be represented by one or more fully registered global securities. Duke Energy wiU register each 
global security with or on behalf of a securities depositary identified in the applicable prospectus supplement. 
Each global security will be deposited with the securifies depositary or its nominee or a custodian for the 
securities depositary. 

As long as the securities depositary or its nominee is the registered holder of a global security representing 
Senior Notes, that person will be considered the sole owner and holder of the global security and the Senior 
Notes it represents for all purposes. Except in limited circumstances, owners of beneficial interests in a global 
security: 

• may not have the global security or any Senior Notes it represents registered in their names; 

• may not receive or be entitled to receive physical delivery of certificated Senior Notes in exchange for 
the global security; and 

• will not be considered the owners or holders of the global security or any Senior Notes it represents for 
any purposes under the Senior Notes or the Senior Indenture. 

Duke Energy will make all payments of principal and any premium and interest on a global security to the 
securities depositary or its nominee as the holder of the global security. The laws of some jurisdictions require 
that certain purchasers of securities take physical delivery of securities in definitive form. These laws may 
impair the ability to transfer beneficial interests in a global security, 

Ownership of beneficial interests in a global security will be limited to institutions having accounts with 
the securities depositary or its nominee, which are cafied "participants" in this discussion, and to persons that 
hold beneficial interests through participants. When a global security representing Senior Notes is issued, the 
securities depositary will credit on its book entry, registration and transfer system the principal amounts of 
Senior Notes the global security represents to the accounts of its participants. Ownership of beneficial interests 
in a global security will be shown only on, and the transfer of those ownership interests wifi be effected only 
through, records maintained by: 

• the securities depositary, with respect to participants' interests; and 

• any participant, with respect to interests the participant holds on behalf of other persons. 

Payments participants make to owners of beneficial interests held through those participants will be the 
responsibility of those participants. The securities depositary may from time to time adopt various poficies and 
procedures governing payments, transfers, exchanges and other matters relating to beneficial interests in a 
global security. None of the following will have any responsibility or liability for any aspect of the securities 
depositary's or any participant's records relating to beneficial interests in a global security representing Senior 
Notes, for payments made on account of those beneficial interests or for maintaining, supervising or reviewing 
any records relating to those beneficial interests: 

• Duke Energy; 

• the Senior Indenture Trustee; or 
• an agent of either of them. 

Redemption 

Provisions relating to the redemption of Senior Notes will be set forth in the appficable prospectus 
supplement. Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke Energy may 
redeem Senior Notes only upon notice mailed at least 30 but not more than 60 days before the date fixed for 
redemption. Unless Duke Energy states otherwise in the applicable prospectus supplement, that notice may 
state that the redemption will be conditional upon the Senior Indenture Trustee, or the applicable paying 
agent, receiving sufiTicient funds to pay the principal, premium and interest on those Senior Notes on the date 
fixed for redemption and that if the Senior Indenture Trustee or the applicable paying agent does not receive 
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those funds, the redemption notice wfil not apply, and Duke Energy will not be required to redeem those 
Senior Notes. 

Duke Energy will not be required to: 

• issue, register the transfer of, or exchange any Senior Notesof a series during the period beginning 
15 days before the date the notice is mailed identifying the Senior Notes of that series that have been 
selected for redemption; or 

• register the transfer of or exchange any Senior Note of that series selected for redemption except the 
unredeemed portion of a Senior Note being partially redeemed. 

Consolidation, Merger, Conveyance or Transfer 

The Senior Indenture provides that Duke Energy may consolidate or merge with or into, or convey or 
transfer all or substantially all of its properties and assets to, another corporation or other enfity. Any successor 
must, however, assume Duke Energy's obligations under the Senior Indenture and the Senior Notes issued 
under it, and Duke Energy must deliver to the Senior Indenture Trustee a statement by certain of its ofticers 
and an opinion of counsel that affirm compliance with all conditions in the Senior Indenture relating to the 
transaction. When those conditions are satisfied, the successor will succeed to and be substituted for Duke 
Energy under the Senior Indenture, and Duke Energy wifi be relieved of its obligafions under the Senior 
Indenture and the Senior Notes. 

Modification; Waiver 

Duke Energy may modify the Senior Indenture with the consent of the holders of a majority in principal 
amount of the outstanding Senior Notes of all series of Senior Notes that are affected by the modification, 
voting as one class. The consent of the holder of each outstanding Senior Note affected is, however, required 
to: 

• change the maturity date of the principal or any installment of principal or interest on that Senior Note; 

• reduce the principal amount, the interest rate or any premium payable upon redempfion on that Senior 
Note; 

• reduce the amount of principal due and payable upon acceleration of maturity; 

• change the currency of payment of principal, premium or interest on that Senior Note; 

• impair the right to insfitute suit to enforce any such payment on or after the maturity date or 
redemption date; 

• reduce the percentage in principal amount of Senior Notes of any series required to modify the Senior 
Indenture, waive compliance with certain restricfive provisions of the Senior Indenture or waive certain 
defaults; or 

• with certain exceptions, modify the provisions of the Senior Indenture governing modificafions of the 
Senior Indenture or governing waiver of covenants or past defaults. 

In addition, Duke Energy may modify the Senior Indenture for certain other purposes, without the consent of 
any holders of Senior Notes. 

The holders of a majority in principal amount of the outstanding Senior Notes of any series may waive, 
for that series, Duke Energy's compliance with certain restrictive provisions of the Senior Indenture, including 
the covenant described under "Negative Pledge." The holders of a majority in principal amount of the 
outstanding Senior Notes of all series under the Senior Indenture with respect to which a default has occurred 
and is continuing, voting as one class, may waive that default for afl those series, except a default in the 
payment of principal or any premium or interest on any Senior Note or a default with respect to a covenant or 
provision which cannot be modified without the consent of the holder of each outstanding Senior Note of the 
series affected. 
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Events of Default 
The following are events of default under the Senior Indenture with respect to any series of Senior Notes, 

unless Duke Energy states otherwise in the applicable prospectus supplement: 

• failure to pay principal of or any premium on any Senior Note of that series when due; 

• failure to pay when due any interest on any Senior Note of that series that continues for 60 days; for 
this purpose, the date on which interest is due is the date on which Duke Energy is required to make 
payment following any deferral of interest payments by it under the terms of Senior Notes that permit 
such deferrals; 

• failure to make any sinking fund payment when required for any Senior Note of that series that 
continues for 60 days; 

• failure to perform any covenant in the Senior Indenture (other than a covenant expressly included 
solely for the benefit of other series) that continues for 90 days after the Senior Indenture Trustee or 
the holders of at least 33% of the outstanding Senior Notes of that series give Duke Energy written 
notice of the default; and 

• certain bankruptcy, insolvency or reorganizafion events with respect to Duke Energy. 

In the case of the fourth event of defauh listed above, the Senior Indenture Tmstee may extend the grace 
period. In addition, if holders of a particular series have given a notice of default, then holders of at least the 
same percentage of Senior Notes of that series, together with the Senior Indenture Trustee, may also extend 
the grace period. The grace period will be automatically extended if Duke Energy has initiated and is diligently 
pursuing corrective action. 

Duke Energy may establish additional events of default for a particular series and, if established, any such 
events of default will be described in the applicable prospectus supplement. 

If an event of default with respect to Senior Notes of a series occurs and is continuing, then the Senior 
Indenture Trustee or the holders of at least 33% in principal amount of the outstanding Senior Notes of that 
series may declare the principal amount of all Senior Notes of that series to be immediately due and payable. 
However, that event of default will be considered waived at any fime after the declaration but before a 
judgment for payment of the money due has been obtained if: 

• Duke Energy has paid or deposited with the Senior Indenture Trustee all overdue interest, the principal 
and any premium due otherwise than by the declaration and any interest on such amounts, and any 
interest on overdue interest, to the extent legally permitted, in each case with respect to that series, and 
all amounts due to the Senior Indenture Trustee; and 

• all events of default with respect to that series, other than the nonpayment of the principal that became 
due solely by virtue of the declaration, have been cured or waived. 

The Senior Indenture Trustee is under no obligation to exercise any of its rights or powers at the request 
or direction of any holders of Senior Notes unless those holders have offered the Senior Indenture Trustee 
security or indemnity against the costs, expenses and liabilities which it might incur as a result. The holders of 
a majority in principal amount of the outstanding Senior Notes of any series have, with certain exceptions, the 
right to direct the time, method and place of conducting any proceedings for any remedy available to the 
Senior Indenture Trustee or the exercise of any power of the Senior Indenture Trustee with respect to those 
Senior Notes. The Senior Indenture Trustee may withhold notice of any default, except a default in the 
payment of principal or interest, from the holders of any series if the Senior Indenture Trustee in good faith 
considers it in the interest of the holders to do so. 

The holder of any Senior Note will have an absolute and unconditional right to receive payment of the 
principal, any premium and, within certain limitations, any interest on that Senior Note on its maturity date or 
redemption date and to enforce those payments. 

Duke Energy is required to furnish each year to the Senior Indenture Trustee a statement by certain of its 
officers to the effect that it is not in default under the Senior Indenture or, if there has been a default, 
specifying the default and its status. 
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Payments; Paying Agent 

The paying agent will pay the principal of any Senior Notes only if those Senior Notes are surrendered to 
it. The paying agent will pay interest on Senior Notes issued as global securities by wire transfer to the holder 
of those global securities. Unless Duke Energy states otherwise in the applicable prospectus supplement, the 
paying agent will pay interest on Senior Notes that are not in global form at its ofiice or, at Duke Energy's 
option: 

• by wire transfer to an account at a banking institution in the United States that is designated in wrifing 
to the Senior Indenture Trustee at least 16 days prior to the date of payment by the person entitled to 
that interest; or 

• by check mailed to the address of the person entitled to that interest as that address appears in the 
security register for those Senior Notes. 

Unless Duke Energy states otherwise in the applicable prospectus supplement, the Senior Indenture 
Trustee will act as paying agent for that series of Senior Notes, and the principal corporate trust office of the 
Senior Indenture Trustee will be the office through which the paying agent acts. Duke Energy may, however, 
change or add paying agents or approve a change in the offTice through which a paying agent acts. 

Any money that Duke Energy has paid to a paying agent for principal or interest on any Senior Notes 
which remains unclaimed at the end of two years after that principal or interest has become due wifi be repaid 
to Duke Energy at its request. After repayment to Duke Energy, holders should look only to Duke Energy for 
those payments. 

Negative Pledge 

While any of the Senior Notes remain outstanding, Duke Energy will not create, or permit to be created 
or to exist, any mortgage, lien, pledge, security interest or other encumbrance upon any of its property, 
whether owned on or acquired after the date of the Senior Indenture, to secure any indebtedness for borrowed 
money of Duke Energy, unless the Senior Notes then outstanding are equafiy and ratably secured for so long 
as any such indebtedness is so .secured. 

The foregoing restriction does not apply with respect to, among other things: 

• purchase money mortgages, or other purchase money liens, pledges, security interests or encumbrances 
upon property that Duke Energy acquired after the date of the Senior Indenture; 

• mortgages, liens, pledges, security interests or other encumbrances existing on any property at the time 
Duke Energy acquired it, including those which exist on any property of an entity with which Duke 
Energy is consolidated or merged or which transfers or leases all or substantially all of its properties to 
Duke Energy; 

• mortgages, liens, pledges, security interests or other encumbrances upon any property of Duke Energy 
that existed on the date of the initial issuance of the Senior Notes; 

• pledges or deposits to secure performance in connection with bids, tenders, contracts (other than 
contracts for the payment of money) or leases to which Duke Energy is a party; 

• liens created by or resulting from any litigation or proceeding which at the fime is being contested in 
good faith by appropriate proceedings; 

• liens incurred in connection with the issuance of bankers' acceptances and lines of credit, bankers' liens 
or rights of olfset and any security given in the ordinary course of business to banks or others to secure 
any indebtedness payable on demand or maturing within 12 months of the date that such indebtedness 
is originally incurred; 

• liens incurred in connection with repurchase, swap or other similar agreements (including commodity 
price, currency exchange and interest rate protection agreements); 

• liens securing industrial revenue or pollution control bonds; 

• liens, pledges, security interests or other encumbrances on any property arising in connection with any 
defeasance, covenant defeasance or in-substance defeasance of indebtedness of Duke Energy; 
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• liens created in connection with, and created to secure, a non-recourse obligation; 

• Bonds issued or to be issued from time to time under Duke Energy's First and Refunding Mortgage, 
and the "permitted liens" specified in Duke Energy's First and Refunding Mortgage; 

< indebtedness which Duke Energy may issue in connection with its consolidafion or merger with or into 
any other entity, which may be its affiliate, in exchange for or otherwise in substitution for secured 
indebtedness of that entity, or Third Party Debt, which by its terms (I) is secured by a mortgage on all 
or a portion of the property of that entity, (2) prohibits that enfity from incurring secured indebtedness, 
unless the Third Party Debt is secured equally and ratably with such secured indebtedness or 
(3) prohibits that entity from incurring secured indebtedness; 

• indebtedness of any entity which Duke Energy is required to assume in connection with a consolidation 
or merger of that entity, with respect to which any property of Duke Energy is subjected to a mortgage, 
lien, pledge, security interest or other encumbrance; 

• mortgages, liens, pledges, security interests or other encumbrances upon any property that Duke 
Energy acquired, constructed, developed or improved after the date of the Senior Indenture which are 
created before, at the time of, or within 18 months after such acquisition — or in the case of property 
constructed, developed or improved, after the completion of the construction, development or 
improvement and commencement of full commercial operation of that property, whichever is later — 
to secure or provide for the payment of any part of its purchase price or cost; provided that, in the case 
of such construction, development or improvement, the mortgages, liens, pledges, security interests or 
other encumbrances shah not apply to any property that Duke Energy owns other than real property 
that is unimproved up to that time; and 

• the replacement, extension or renewal of any mortgage, lien, pledge, security interest or other 
encumbrance described above; or the replacement, extension or renewal (not exceeding the principal 
amount of indebtedness so secured together with any premium, interest, fee or expense payable in 
connection with any such replacement, extension or renewal) of the indebtedness so secured; provided 
that such replacement, extension or renewal is fimited to afl or a part of the same property that secured 
the mortgage, lien, pledge, security interest or other encumbrance replaced, extended or renewed, plus 
improvements on it or additions or accessions to it. 

In addition, Duke Energy may create or assume any other mortgage, lien, pledge, security interest or other 
encumbrance not excepted in the Senior Indenture without Duke Energy equally and ratably securing the 
Senior Notes, if immediately after that creation or assumption, the principal amount of indebtedness for 
borrowed money of Duke Energy that all such other mortgages, liens, pledges, security interests and other 
encumbrances secure does not exceed an amount equal to 10% of Duke Energy's common stockholders' equity 
as shown on its consolidated balance sheet for the accounfing period occurting immediately before the 
creation or assumption of that mortgage, lien, pledge, security interest or other encumbrance. 

Defeasance and Covenant Defeasance 

The Senior Indenture provides that Duke Energy may be: 

• discharged from its obligations, with certain limited exceptions, with respect to any series of Senior 
Notes, as described in the Senior Indenture, such a discharge being called a "defeasance" in this 
prospectus; and 

• released from its obligations under certain restrictive covenants especiafiy estabfished with respect to 
any series of Senior Notes, including the covenant described under "Negative Pledge," as described in 
the Senior Indenture, such a release being called a "covenant defeasance" in this prospectus. 

Duke Energy must satisfy certain conditions to effect a defeasance or covenant defeasance. Those conditions 
include the irrevocable deposit with the Senior Indenture Trustee, in trust, of money or government 
obligations which through their scheduled payments of principal and interest would provide sufficient money 
to pay the principal and any premium and interest on those Senior Notes on the maturity dates of those 
payments or upon redemption. 
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Following a defeasance, payment of the Senior Notes defeased may not be accelerated because of an 
event of default under the Senior Indenture. Following a covenant defeasance, the payment of Senior Notes 
may not be accelerated by reference to the covenants from which Duke Energy has been released. A 
defeasance may occur after a covenant defeasance. 

Under current United States federal income tax laws, a defeasance would be treated as an exchange of 
the relevant Senior Notes in which holders of those Senior Notes might recognize gain or loss. In addition, the 
amount, timing and character of amounts that holders would thereafter be required to include in income might 
be different from that which would be includible in the absence of that defeasance. Duke Energy urges 
investors to consult their own tax advisors as to the specific consequences of a defeasance, including the 
applicability and effect of tax laws other than United States federal income tax laws. 

Under current United States federal income tax law, unless accompanied by other changes in the terms 
of the Senior Notes, a covenant defeasance should not be treated as a taxable exchange. 

Concerning the Senior Indenture Trustee 

JPMorgan Chase Bank (formerly known as The Chase Manhattan Bank) is the Senior Indenture 
Trustee and is also the trustee under Duke Energy's Subordinated Indenture and the trustee under Duke 
Energy's First and Refunding Mortgage. Duke Energy and certain of its affiliates maintain deposit accounts 
and banking relationships with JPMorgan Chase Bank. JPMorgan Chase Bank also serves as trustee or agent 
under other indentures and agreements pursuant to which securities of Duke Energy and of certain of its 
affiliates are outstanding. 

The Senior Indenture Trustee wifl perform only those duties that are specifically set forth in the Senior 
Indenture unless an event of default under the Senior Indenture occurs and is continuing. In case an event of 
default occurs and is continuing, the Senior Indenture Trustee will exercise the same degree of care as a 
prudent individual would exercise in the conduct of his or her own affairs. 

DESCRIPTION OF THE JUNIOR SUBORDINATED NOTES 

Duke Energy will issue the Junior Subordinated Notes in one or more series under its Subordinated 
Indenture dated as of December I, 1997 between Duke Energy and JPMorgan Chase Bank (formerly known 
as The Chase Manhattan Bank), as Tmstee, as supplemented from time to time. The Subordinated Indenture 
is an exhibit to the registration statement, of which this prospectus is a part. 

The Junior Subordinated Notes are unsecured obligations of Duke Energy and are junior in right of 
payment to "Senior Indebtedness" of Duke Energy, You will find a descripfion of the subordination provisions 
of the Junior Subordinated Notes, including a description of Senior Indebtedness of Duke Energy, under 
"Subordination." 

Duke Energy conducts its non-electric operations, and certain of its electric operations outside its service 
area in the Carolinas, through subsidiaries. Accordingly, its ability to meet its obligations under the Junior 
Subordinated Notes is partly dependent on the eamings and cash flows of those subsidiaries and the abfiity of 
those subsidiaries to pay dividends or to advance or repay funds to Duke Energy. In addition, the rights that 
Duke Energy and its creditors would have to participate in the assets of any such subsidiary upon the 
subsidiary's liquidation or recapitalization will be subject to the prior claims of the subsidiary's creditors. 
Certain of Duke Energy's subsidiaries have incurred substantial amounts of debt in the expansion of their 
businesses and Duke Energy anticipates that certain of its subsidiaries will do so in the future. 

The following description of the Junior Subordinated Notes is only a summary and is not intended to be 
comprehensive. For additional information you should refer to the Subordinated Indenture. 

General 

The Subordinated Indenture does not limit the amount of Subordinated Notes, including Junior 
Subordinated Notes, that Duke Energy may issue under it. Duke Energy may issue Subordinated Notes, 
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including Junior Subordinated Notes, from time to time under the Subordinated Indenture in one or more 
series by entering into supplemental indentures or by its Board of Directors or a duly authorized committee 
authorizing the issuance. Two forms of supplemental indenture to the Subordinated Indenture (one with 
respect to Junior Subordinated Notes inifially issued to a Trust and the other with respect to Junior 
Subordinated Notes initially issued to the public) are exhibits to the registration statement, of which this 
prospectus is a part. 

The Junior Subordinated Notes of a series need not be issued at the same time, bear interest at the same 
rate or mature on the same date. 

The Subordinated Indenture does not protect the holders of Junior Subordinated Notes if Duke Energy 
engages in a highly leveraged transaction. 

Provisions Applicable to Particular Series 

The prospectus supplement for a particular series of Junior Subordinated Notes being offered will 
disclose the specific terms related to the offering, including the price or prices at which the Junior 
Subordinated Notes to be offered will be issued. Those terms may include some or all of the following: 

• the title of the series; 

• the total principal amount of the Junior Subordinated Notes of the series; 

• the date or dates on which principal is payable or the method for determining the date or dates, and any 
right that Duke Energy has to change the date on which principal is payable; 

• the interest rate or rates, if any, or the method for determining the rate or rates, and the date or dates 
from which interest will accrue; 

• any interest payment dates and the regular record date for the interest payable on each interest 
payment date, if any; 

• whether Duke Energy may extend the interest payment periods and, if so, the terms of the extension; 

• the place or places where payments wifi be made; 

• whether Duke Energy has the option to redeem the Junior Subordinated Notes and, if so, the terms of 
its redemption option; 

• any obligation that Duke Energy has to redeem the Junior Subordinated Notes through a sinking fund 
or to purchase the Junior Subordinated Notes through a purchase fund or at the option of the holder; 

• whether the provisions described under "Defeasance and Covenant Defeasance" will not apply to the 
Junior Subordinated Notes; 

• the currency in which payments wfil be made if other than U.S. dollars, and the manner of determining 
the equivalent of those amounts in U.S. dollars; 

• if payments may be made, at Duke Energy's election or at the holder's election, in a currency other 
than that in which the Junior Subordinated Notes are stated to be payable, then the currency in which 
those payments may be made, the terms and conditions of the elecfion and the manner of determining 
those amounts; 

• the portion of the principal payable upon acceleration of maturity, if other than the enfire principal; 

• whether the Junior Subordinated Notes will be issuable as global securities and, if so, the securities 
depositary; 

• any changes in the events of default or covenants with respect to the Junior Subordinated Notes; 

• any index or formula used for determining principal, premium or interest; 

• if the principal payable on the maturity date will not be determinable on one or more dates prior to the 
maturity date, the amount which wiU be deemed to be such principal amount or the manner of 
determining it; 

• the subordination of the Junior Subordinated Notes to any other of Duke Energy's indebtedness, 
including other series of Subordinated Notes; 
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• the date or dates after which holder may convert the Junior Subordinated Notes into shares of Duke 
Energy common stock and the terms for that conversion; 

• the date or dates upon which the Junior Subordinated Notes wUl be mandatorily converted into shares 
of Duke Energy common stock and the terms for that conversion; 

• the terms for the attachment to Junior Subordinated Notes of rights to purchase or sefi common stock 
or other securities of Duke Energy; and 

• any other terms. 

The interest rate and interest and other payment dates of each series of Junior Subordinated Notes issued 
to a Trust will correspond to the rate at which distributions wUl be paid and the distribution and other payment 
dates of the Preferred Securities of that Tmst. 

Unless Duke Energy states othenvise in the applicable prospectus supplement, Duke Energy will issue 
the Junior Subordinated Notes only in fully registered form without coupons, and there will be no service 
charge for any registration of transfer or exchange of the Junior Subordinated Notes. Duke Energy may, 
however, require payment to cover any tax or other governmental charge payable in connection with any 
transfer or exchange. Subject to the terms of the Subordinated Indenture and the limitations appficable to 
global securities, transfers and exchanges of the Junior Subordinated Notes may be made at JPMorgan Chase 
Bank, Institutional Trust Services, 4 New York Plaza, I5th Floor, New York, New York 10004 or at any other 
oflTice maintained by Duke Energy for such purpose. 

The Junior Subordinated Notes will be issuable in denominations of Sl,000 and any integral multiples of 
$1,000, unless Duke Energy states otherwise in the applicable prospectus supplement. 

Duke Energy may offer and sell the Junior Subordinated Notes, including original issue discount Junior 
Subordinated Notes, at a substantial discount below their principal amount. The applicable prospectus 
supplement will describe special United States federal income tax and any other considerations applicable to 
those securities. In addition, the applicable prospectus supplement may describe certain special United States 
federal income tax or other considerations, if any, applicable to any Junior Subordinated Notes that are 
denominated in a currency other than U.S. dofiars. 

Global Securities 

Duke Energy may issue some or all of the Junior Subordinated Notes as book-entry securities. Any such 
book-entry securities will be represented by one or more fufiy registered global certificates. Duke Energy wifl 
register each global security with or on behalf of a securifies depositary identified in the appficable prospectus 
supplement. Each global .security wilt be deposited with the securities depositary or its nominee or a custodian 
for the securities depositary. 

As long as the securities depositary or its nominee is the registered holder of a global security representing 
Junior Subordinated Notes, that person will be considered the sole owner and holder of the global security and 
the Junior Subordinated Notes it represents for all purposes. Except in fimited circumstances, owners of 
beneficial interests in a global security: 

• may not have the global security or any Junior Subordinated Notes it represents registered in their 
names; 

• may not receive or be entitled to receive physical defivery of certificated Junior Subordinated Notes in 
exchange for the global security; and 

• will not be considered the owners or holders of the global security or any Junior Subordinated Notes it 
represents for any purposes under the Junior Subordinated Notes or the Subordinated Indenture. 

Duke Energy will make all payments of principal and any premium and interest on a global security to the 
securities depositary or its nominee as the holder of the global security. The laws of some jurisdictions require 
that certain purchasers of securities take physical delivery of securities in definifive form. These laws may 
impair the ability to transfer beneficial interests in a global security. 

Ownership of beneficial interests in a global security will be limited to institutions having accounts with 
the securities depositary or its nominee, which are called "participants" in this discussion, and to persons that 
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hold beneficial interests through participants. When a global security representing Junior Subordinated Notes 
is issued, the securities depositary will credit on its book-entry, registration and transfer system the principal 
amounts of Junior Subordinated Notes the global security represents to the accounts of its participants. 
Ownership of beneficial interests in a global security wifi be shown only on, and the transfer of those ownership 
interests will be effected only through, records maintained by: 

• the securities depositary, with respect to participants' interests; and 

• any participant, with respect to interests the participant holds on behalf of other persons. 

Payments participants make to owners of beneficial interests held through those participants will be the 
responsibility of those participants. The securities depositary may from time to fime adopt various policies and 
procedures governing payments, transfers, exchanges and other matters relafing to beneficial interests in a 
global security. None of the fofiowing will have any responsibility or liability for any aspect of the securities 
depositary's or any participant's records relating to beneficial interests in a global security representing Junior 
Subordinated Notes, for payments made on account of those beneficial interests or for maintaining, 
supervising or reviewing any records relating to those beneficial interests: 

• Duke Energy; 

• the Subordinated Indenture Trustee; 

• the Trust (if the Junior Subordinated Notes are issued to a Trust); or 

• any agent of any of them. 

Redemption 

Provisions relafing to the redemption of Junior Subordinated Notes will be set forth in the applicable 
prospectus supplement. Unless Duke Energy states otherwise in the applicable prospectus supplement, Duke 
Energy may redeem Junior Subordinated Notes only upon notice mailed at least 30 but not more than 60 days 
before the date fixed for redemption. 

Duke Energy will not be required to: 

• issue, register the transfer of, or exchange any Junior Subordinated Notes of a series during the period 
beginning 15 days before the date the notice is mailed identifying the Junior Subordinated Notes of 
that series that have been selected for redemption; or 

• register the transfer of or exchange any Junior Subordinated Note of that series selected for redemption 
except the unredeemed portion of a Junior Subordinated Note being partially redeemed. 

Consolidation, Merger, Conveyance or Transfer 

The Subordinated Indenture provides that Duke Energy may consolidate or merge with or into, or convey 
or transfer all or substantially all of its properties and assets to, another corporation or other entity. Any 
successor must, however, assume Duke Energy's obligafions under the Subordinated Indenture and the 
Subordinated Notes, including the Junior Subordinated Notes, and Duke Energy mu.st deliver to the 
Subordinated Indenture Trustee a statement by certain of its officers and an opinion of counsel that affirm 
compliance with all conditions in the Subordinated Indenture relating to the transaction. When those 
conditions are satisfied, the successor will succeed to and be substituted for Duke Energy under the 
Subordinated Indenture, and Duke Energy will be relieved of its obligations under the Subordinated Indenture 
and any Subordinated Notes, including the Junior Subordinated Notes. 

Modification; Waiver 

Duke Energy may modify the Subordinated Indenture with the consent of the holders of a majority in 
principal amount of the outstanding Subordinated Notes of all series that are affected by the modification, 
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voting as one class. The consent of the holder of each outstanding Subordinated Note affected is, however, 
required to: 

• change the maturity date of the principal or any installment of principal or interest on that 
Subordinated Note; 

• reduce the principal amount, the interest rate or any premium payable upon redemption on that 
Subordinated Note; 

• reduce the amount of principal due and payable upon acceleration of maturity; 

• change the currency of payment of principal, premium or interest on that Subordinated Note; 

• impair the right to institute suit to enforce any such payment on or after the maturity date or 
redemption date; 

• reduce the percentage in principal amount of Subordinated Notes of any series required to modify the 
Subordinated Indenture, waive compfiance with certain restrictive provisions of the Subordinated 
Indenture or waive certain defaults; or 

• with certain exceptions, modify the provisions of the Subordinated Indenture governing modificafions 
of the Subordinated Indenture or governing waiver of covenants or past defaults. 

In addition, Duke Energy may modify the Subordinated Indenture for certain other purposes, without the 
consent of any holders of Subordinated Notes, including Junior Subordinated Notes. 

The holders of a majority in principal amount of the outstanding Junior Subordinated Notes of any series 
may waive, for that series, Duke Energy's compliance with certain restrictive provisions of the Subordinated 
Indenture. The holders of a majority in principal amount of the outstanding Subordinated Notes of afi series 
under the Subordinated Indenture with respect to which a defauh has occurred and is continuing, voting as 
one class, may waive that default for all those series, except a default in the payment of principal or any 
premium or interest on any Subordinated Note or a default with respect to a covenant or provision which 
cannot be modified without the consent of the holder of each outstanding Subordinated Note of the series 
alfected. 

Duke Energy may not amend the Subordinated Indenture to change the subordination of any outstanding 
Junior Subordinated Notes without the consent of each holder of Senior Indebtedness that the amendment 
would adversely afiect. 

Events of Default 

The following are events of default under the Subordinated Indenture with respect to any series of Junior 
Subordinated Notes, unless Duke Energy states otherwise in the applicable prospectus supplement: 

• failure to pay principal of or any premium on any Junior Subordinated Note of that series when due; 

• failure to pay when due any interest on any Junior Subordinated Note of that series that continues for 
60 days; for this purpose, the date on which interest is due is the date on which Duke Energy is 
required to make payment following any deferral of interest payments by it under the terms of Junior 
Subordinated Notes that permit .such deferrals; 

• failure to make any sinking fund payment when required for any Junior Subordinated Note of that 
series that continues for 60 days; 

• failure to perform any covenant in the Subordinated Indenture (other than a covenant expressly 
included solely for the benefit of other series) that continues for 90 days after the Subordinated 
Indenture Trustee or the holders of at least 33% of the outstanding Junior Subordinated Notes of that 
series give Duke Energy written notice of the default; and 

• certain bankruptcy, insolvency or reorganization events with respect to Duke Energy. 
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V 

v.... 

In the case of the fourth event of default listed above, the Subordinated Indenture Trustee may extend the 
grace period. In addition, if holders of a particular series have given a notice of default, then holders of at least 
the same percentage of Junior Subordinated Notes of that series, together with the Subordinated Indenture 
Trustee, may also extend the grace period. The grace period will be automatically extended if Duke Energy 
has initiated and is diligently pursuing corrective action. 

Duke Energy may establish additional events of default for a parficular series and, if established, any such 
events of default wiff be described in the applicable prospectus supplement. 

If an event of default with respect to Junior Subordinated Notes of a series occurs and is continuing, then 
the Subordinated Indenture Trustee or the holders of at least 33% in principal amount of the outstanding 
Junior Subordinated Notes of that series may declare the principal amount of all Junior Subordinated Notes 
of that series to be immediately due and payable. However, that event of default will be considered waived at 
any time after the declaration but before a judgment for payment of the money due has been obtained if: 

• Duke Energy has paid or deposited with the Subordinated Indenture Trustee all overdue interest, the 
principal and any premium due otherwise than by the declaration and any interest on such amounts, 
and any interest on overdue interest, to the extent legally permitted, in each case with respect to that 
series, and all amounts due to the Subordinated Indenture Trustee; and 

• all events of default with respect to that series, other than the nonpayment of the principal that became 
due solely by virtue of the declaration, have been cured or waived. 

In the case of Junior Subordinated Notes issued to a Trust, a holder of Prefcrted Securifies may institute 
a legal proceeding directly against Duke Energy, without first instituting a legal proceeding against the 
Property Tmstee of the Trust by which those Preferred Securities were issued or any other person or entity, for 
enforcement of payment to that holder of principal or interest on an equivalent amount of Junior Subordinated 
Notes of the related series on or after the due dates specified in those Junior Subordinated Notes. 

The Subordinated Indenture Trustee is under no obligation to exercise any of its rights or povi'ers at the 
request or direction of any holders of Junior Subordinated Notes unless those holders have offered the 
Subordinated Indenture Tmstee security or indemnity against the costs, expenses and liabfiifies that it might 
incur as a result. The holders of a majority in principal amount of the outstanding Junior Subordinated Notes 
of any series have, with certain exceptions, the right to direct the time, method and place of conducting any 
proceedings for any remedy available to the Subordinated Indenture Trustee or the exercise of any power of 
the Subordinated Indenture Trustee with respect to those Junior Subordinated Notes. The Subordinated 
Indenture Trustee may withhold notice of any default, except a default in the payment of principal or interest, 
from the holders of any series if the Subordinated Indenture Trustee in good faith considers it in the interest of 
the holders to do so. 

The holder of any Junior Subordinated Note will have an absolute and unconditional right to receive 
payment of the principal, any premium and, within certain limitations, any interest on that Junior 
Subordinated Note on its maturity date or redemption date and to enforce those payments. 

Duke Energy is required to furnish each year to the Subordinated Indenture Trustee a statement by 
certain of its officers to the elfect that it is not in default under the Subordinated Indenture or, if there has 
been a default, specifying the defauh and its status. 

Payments; Paying Agent 

The paying agent wfil pay the principal of any Junior Subordinated Notes only if those Junior 
Subordinated Notes are .surrendered to it. The paying agent will pay interest on Junior Subordinated Notes 
issued as global securities by wire transfer to the holder of those global securities. Unless Duke Energy states 
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otherwi.se in the applicable prospectus supplement, the paying agent wifi pay interest on Junior Subordinated 
Notes that are not in global form at its office or, at Duke Energy's option: 

• by wire transfer to an account at a banking insfitution in the United States that is designated in writing 
to the Subordinated Indenture Trustee at least 16 days prior to the date of payment by the person 
entitled to that interest; or 

• by check mailed to the address of the person entitled to that interest as that address appears in the 
security register for those Junior Subordinated Notes. 

Unless Duke Energy states othenvise in the applicable prospectus supplement, the Subordinated 
Indenture Trustee will act as paying agent for that series of Junior Subordinated Notes, and the principal 
corporate trust office of the Subordinated Indenture Trustee will be the oflfice through which the paying agent 
acts. Duke Energy may, however, change or add paying agents or approve a change in the ofiice through which 
a paying agent acts. 

Any money that Duke Energy has paid to a paying agent for principal or interest on any Junior 
Subordinated Notes that remains unclaimed at the end of two years after that principal or interest has become 
due will be repaid to Duke Energy at its request. After repayment to Duke Energy, holders should look only to 
Duke Energy for those payments. 

Defeasance and Covetiunt Defea-sance 

The Subordinated Indenture provides that Duke Energy may be: 

• discharged from its obligations, with certain fimited exceptions, with respect to any series of Junior 
Subordinated Notes, as described in the Subordinated Indenture, such a discharge being called a 
"defeasance" in this prospectus; and 

• released from its obligations under certain restrictive covenants especially established with respect to a 
series of Junior Subordinated Notes, as described in the Subordinated Indenture, such a release being 
called a "covenant defeasance" in this prospectus. 

Duke Energy must satisfy certain conditions to effect a defeasance or covenant defeasance. Those 
conditions include the irrevocable deposit with the Subordinated Indenture Trustee, in trust, of money or 
government obligations which through their scheduled payments of principal and interest would provide 
sufticicnt money to pay the principal and any premium and interest on those Junior Subordinated Notes on the 
maturity dates of those payments or upon redemption. Following a defeasance, payment of the Junior 
Subordinated Notes defeased may not be accelerated because of an event of default under the Subordinated 
Indenture. 

Under current United States federal income tax laws, a defeasance would be treated as an exchange of 
the relevant Junior Subordinated Notes in which holders of those Junior Subordinated Notes might recognize 
gain or loss. In addition, the amount, timing and character of amounts that holders would thereafter be 
required to include in income might be different from that which would be includible in the absence of that 
defeasance. Duke Energy urges investors to consult their own tax advisors as to the specific consequences of a 
defeasance, including the applicability and effect of tax laws other than United States federal income tax laws. 

Junior Subordinated Notes issued to a Trust will not be subject to covenant defeasance. 

Subordination 

Each series of Junior Subordinated Notes wifi be subordinate and junior in right of payment, to the extent 
set forth in the Subordinated Indenture, to ail Senior Indebtedness as defined below. If; 

• Duke Energy makes a payment or distribution of any of its assets to creditors upon its dissolution, 
winding-up. liquidation or reorganization, whether in bankmptcy, insolvency or otherwise; 
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• a default beyond any grace period has occurred and is continuing with respect to the payment of 
principal, interest or any other monetary amounts due and payable on any Senior Indebtedness; or 

• the maturity of any Senior Indebtedness has been accelerated because of a default on that Senior 
Indebtedness, 

then the holders of Senior Indebtedness generally wifi have the right to receive payment, in the case of the first 
instance, of all amounts due or to become due upon that Senior Indebtedness, and, in the case of the second 
and third instances, of ail amounts due on the Senior Indebtedness, or Duke Energy will make provision for 
those payments, before the holders of any Junior Subordinated Notes have the right to receive any payments 
of principal or interest on their Junior Subordinated Notes. 

"Senior Indebtedness" means, with respect to any series of Junior Subordinated Notes, the principal, 
premium, interest and any other payment in respect of any of the following: 

• all of Duke Energy's indebtedness that is evidenced by notes, debentures, bonds or other securities 
Duke Energy sells for money or other obligations for money borrowed; 

• all indebtedness of others of the kinds described in the preceding category which Duke Energy has 
assumed or guaranteed or which Duke Energy has in effect guaranteed through an agreement to 
purchase, contingent or otherwise; and 

• all renewals, extensions or refundings of indebtedness of the kinds described in either of the preceding 
two categories. 

Any such indebtedness, renewal, extension or refunding, however, wifi not be Senior Indebtedness if the 
instrument creating or evidencing it or the assumption or guarantee of it provides that it is not superior in right 
of payment to or is equal in right of payment with those Junior Subordinated Notes. Senior Indebtedness will 
be entitled to the benefits of the subordination provisions in the Subordinated Indenture irrespective of the 
amendment, modification or waiver of any term of the Senior Indebtedness. 

Future series of Subordinated Notes that are not Junior Subordinated Notes may rank senior to 
outstanding series of Junior Subordinated Notes and would constitute Senior Indebtedness with respect to 
those series. 

The Subordinated Indenture does not fimit the amount of Senior Indebtedness that Duke Energy may 
issue. As of June 30. 2003, Duke Energy's Senior Indebtedness totaled approximately $5,888,000,000. 

Concerning the Subordinated Indenture Trustee 

JPMorgan Chase Bank (formerly known as The Chase Manhattan Bank) is the Subordinated Indenture 
Tmstee and is also the Senior Indenture Trustee and the trustee under Duke Energy's First and Refunding 
Mortgage. Duke Energy and certain of its affifiates maintain deposit accounts and banking relafionships with 
JPMorgan Chase Bank. JPMorgan Chase Bank also serves as trustee or agent under other indentures and 
agreements pursuant to which securities of Duke Energy and of certain of its affifiates are outstanding. 

The Subordinated Indenture Trustee will perform only those dufies that are specifically set forth in the 
Subordinated Indenture unless an event of default under the Subordinated Indenture occurs and is continuing. 
In case an event of default occurs and is continuing, the Subordinated Indenture Trustee wifi exercise the 
same degree of care as a prudent individual would exercise in the conduct of his or her own affairs. 

DESCRIPTION OF THE FIRST AND REFUNDING MORTGAGE BONDS 

Duke Energy will issue the First and Refunding Mortgage Bonds in one or more series under its First and 
Refunding Mortgage, dated as of December I, 1927, to JPMorgan Chase Bank (formerly known as The 
Chase Manhattan Bank), as Trustee, as supplemented and amended. The First and Refunding Mortgage is 
sometimes called the "Mortgage" and the First and Refunding Mortgage Bonds are sometimes called the 

33 



BOWNEOENEW YOKK 08/18/2003 20:54 NO MARKS NEXT PCN: 039.00.00.00--Page is valid, no graphics BNY X92082 038.00-00.00 1 

"Bonds" in this prospectus. The trustee under the Mortgage is sometimes cafied the "Bond Trustee" in this 
prospectus. The Mortgage is an exhibit to the registration statement, of which this prospectus is a part. 

The following description of the Bonds is only a summary and is not intended to be comprehensive. For 
additional information you should refer to the Mortgage. 

General 

The amount of Bonds that Duke Energy may issue under the Mortgage is unlimited. Duke Energy's 
Board of Directors will determine the terms of each series of Bonds, including denominafions, maturity, 
interest rate and payment terms and whether the series wfil have redemption or sinking fund provisions or will 
be convertible into shares of common stock or other securities of Duke Energy. The Bonds may also be issued 
as part of the medium term note series established under the Mortgage. 

Unless Duke Energy states otherwise in the appficable prospectus supplement, Duke Energy will issue 
the Bonds only in fully registered form without coupons and there wifi be no service charge for any transfers 
and exchanges of the Bonds. Duke Energy may, however, require payment to cover any stamp tax or other 
governmental charge payable in connection with any transfer or exchange. Transfers and exchanges of the 
Bonds may be made at JPMorgan Chase Bank, Insfitufional Trust Services, 4 New York Plaza, 15th Floor, 
New York, New York 10004 or at any other office maintained by Duke Energy for such purpose. 

The Bonds will be issuable in denominations of $1,000 and multiples of $1,000, unless Duke Energy 
states otherwise in the applicable prospectus supplement. The Bonds wifi be exchangeable for an equivalent 
principal amount of Bonds of other authorized denominations of the same series. 

The prospectus supplement for a particular series of Bonds wifi describe the maturity, interest rate and 
payment terms of those Bonds and any relevant redemption or sinking fund provisions. 

Security 

The Mortgage creates a continuing lien to secure the payment of principal and interest on the Bonds. Afl 
the Bonds are equally and ratably secured without preference, priority or distincfion. Wfih some exceptions, 
the lien of the Mortgage covers substantially all of Duke Energy's properties, real, personal and mixed, <and 
Duke Energy's franchises, including properties acquired after the date of the Mortgage and the date hereof 
Those exceptions include cash, accounts receivable, inventories of materials and supplies, merchandise held 
for sale, securities that Duke Energy holds, after-acquired property not useful in Duke Energy's electric 
business, after-acquired franchises and after-acquired non-electric properties. 

We have not made any appraisal of the value of the properties subject to the lien. The value of the 
properties in the event of liquidation wifi depend on market and economic conditions, the avafiabfiity of buyers 
and other factors. In the event of liquidation, if the proceeds were not sufficient to repay amounts under all of 
the Bonds then outstanding, then holders of the Bonds, to the extent not repaid from the proceeds of the sale 
of the collateral, would only have an unsecured claim against our remaining assets. As of June 30, 2003, we 
had total senior .secured indebtedness of approximately $1,290 mfilion and total senior unsecured indebtedness 
of approximately $4,599 million. 

The lien of the Mortgage is subject to certain permitted liens and to liens that exist upon properties that 
Duke Energy acquired after it entered into the Mortgage to the extent of the amounts of prior lien bonds 
secured by those properfies (not, however, exceeding 75% of the cost or value of those properties) and 
additions to those properties. "Prior lien bonds" are bonds or other indebtedness that are secured at the time of 
acquisition by a lien upon property that Duke Energy acquires after the date of the Mortgage that becomes 
subject to the lien of the Mortgage. 
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Issuance of Additional Bonds 

If Duke Energy satisfies the conditions in the Mortgage, the Bond Trustee may authenticate and deliver 
additional Bonds in an aggregate principal amount not exceeding: 

• the amount of cash that Duke Energy has deposited with the Bond Tmstee for that purpose; 

• the amount of previously authenticated and delivered Bonds or refundable prior lien bonds that have 
been or are to be retired which, with some exceptions, Duke Energy has deposited with the Bond 
Trustee for that purpo.se; or 

• 66'V.i% of the aggregate of the net amounts of additional property (electric) certified to the Bond 
Trustee after February 18, 1949. 

The Bond Trustee may not authenficate and deliver any addifional Bonds under the Mortgage, other than 
some types of refunding Bonds, unless Duke Energy's available net earnings for twelve consecutive calendar 
months wfihin the immediately preceding fifteen calendar months have been at least twice the amount of the 
annual interest charges on all Bonds outstanding under the Mortgage, including the Bonds proposed to be 
issued, and on all outstanding prior lien bonds that the Bond Trustee does not hold under the Mortgage. 

Duke Energy may not apply to the Bond Trustee to authenticate and defiver any Bonds (I) in an 
aggregate principal amount exceeding $26,000,000 on the basis of addifional property (electric) that Duke 
Energy acquired or constructed prior to January I, 1949 or (2) on the basis of Bonds or prior lien bonds paid, 
purchased or redeemed prior to February I, 1949. Duke Energy may not certify any additional property 
(electric) which is subject to the lien of any prior fien bonds for the purpose of establishing those prior lien 
bonds as refundable if the aggregate principal amount of those prior lien bonds exceeds 66V,i% of the net 
amount of the additional property that is subject to the lien of such prior lien bonds. 

Release Provisions 

The Mortgage permits Duke Energy to dispose of certain property and to take other actions without the 
Bond Trustee releasing that property. The Mortgage also permits the release of mortgaged property if Duke 
Energy deposits cash or other consideration equal to the value of the mortgaged property to be released. In 
certain events and within certain limitations, the Bond Tru.stee is required to pay out cash that the Bond 
Trustee receives — other than for the Replacement Fund or as the basis for issuing Bonds — upon Duke 
Energy's application. 

Duke Energy may withdraw cash that it deposited with the Bond Trustee as the basis for issuing Bonds in 
an amount equal to the principal amount of any Bonds that it is entitled to have authenticated and delivered 
on the basis of additional property (electric), on the basis of Bonds previously authenticated and delivered or 
on the basis of refundable prior lien bonds. 

Replacement Fund 

The Mortgage requires Duke Energy to deposit with the Bond Trustee annually, for the Replacement 
Fund established under the Mortgage, the sum of the "replacement requirements" for afi years beginning v/ith 
1949 and ending with the last calendar year preceding the deposit date, less certain deductions. Those 
deductions are (1) the aggregate original cost of afi fixed property (electric) refired during that time period, 
not exceeding the aggregate of the gross amounts of additional property (electric) that Duke Energy acquired 
or constructed during the same period, and (2) the aggregate amount of cash that Duke Energy deposited 
with the Bond Trustee up to that time, or that Duke Energy would have been required to deposit except for 
permitted reductions, under the Replacement Fund. 

The "replacement requirement" for any year is 2'/::% of the average "amount of depreciable fixed 
property" (electric) owned by Duke Energy at the beginning and end of that year, not exceeding, however, the 
amount Duke Energy is permitted to charge as an operating expense for depreciation or retirement by any 
governmental authority, or the amount deductible as depreciation or similar expense for federal income tax 
purposes. The "amount of depreciable fixed property" (electric) is the amount by which the sum of 
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$192,913,385 plus the aggregate gross amount of afi depreciable additional property (electric) that Duke 
Energy acquired or constructed from January I, 1949 to the date as of which such amount is determined 
exceeds the original cost of afi of Duke Energy's depreciable fixed property (electric) refired during that 
period or released from the lien of the Mortgage. 

Duke Energy may reduce the amount of cash at any fime required to be deposited in the Replacement 
Fund and may withdraw any cash that it previously deposited that is held in the Replacement Fund: 

• in an amount equal to 150% of the principal amount of Bonds previously authenticated and delivered 
under the Mortgage, or refundable prior fien bonds, deposited with the Bond Trustee and on the basis 
of which Duke Energy would otherwise have been entitled to have additional Bonds authenticated and 
delivered; and 

• in an amount equal to 150% of the principal amount of Bonds which Duke Energy would otherwise be 
entitled to have authenticated and delivered on the basis of additional property (electric). 

Upon Duke Energy's application, the Bond Trustee will apply cash that Duke Energy deposited in the 
Replacement Fund and has not previously withdrawn to the payment, purchase or redempfion of Bonds issued 
under the Mortgage or to the purchase of refundable prior lien bonds. 

Duke Energy has never deposited any cash with the Bond Trustee for the Replacement Fund. If Duke 
Energy deposits any cash in the future, it has agreed not to apply that cash to the redemption of the Bonds as 
long as any Bonds then outstanding remain outstanding. 

Amendments of the Mortgage 

Duke Energy may amend the Mortgage with the consent of the holders of 66'A% in principal amount of 
the Bonds, except that no such amendment may: 

• afi"ect the terms of payment of principal at maturity or of interest or premium on any Bond; 

• aff'ect the rights of Bondholders to sue to enforce any such payment at maturity; or 

• reduce the percentage of Bonds required to consent to an amendment. 

No amendment may affect the rights under the Mortgage of the holders of less than all of the series of 
Bonds outstanding unless the holders of 66-/.i% in principal amount of the Bonds of each series affected 
consent to the amendment. 

The covenants included in the supplemental indenture for any series of Bonds to be issued will be solely 
for the benefit of the holders of those Bonds. Duke Energy may modify any such covenant only with the 
consent of the holders of 667^% in principal amount of those Bonds outstanding, without the consent of 
Bondholders of any other series. 

Events of Default 

The Bond Trustee may, and at the written request of the holders of a majority in principal amount of the 
outstanding Bonds will, declare the principal of all outstanding Bonds due when any event of default under the 
Mortgage occurs. The holders of a majority in principal amount of the outstanding Bonds may, however, waive 
the default and rescind the declaration if Duke Energy cures the default. 

Events of default under the Mortgage include: 

• default in the payment of principal; 

• default for 60 days in the payment of interest; 

• default in the performance of any other covenant in the Mortgage continuing for 60 days after the Bond 
Trustee or the holders of not less than 10% in principal amount of the Bonds then outstanding give 
notice of the default; 
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INDEPENDENT AUDITORS' REPORT 

Duke Energy Ohio, Inc. 
Cincinnati, Ohio 

We have audited the balance sheet - regulatory basis of Duke Energy Ohio, Inc. (formerly The 
Cincinnati Gas & Electric Company) (the "Company") as of December 31,2006, and the related 
statements of income - regulatory basis; retained eamings - regulatory basis; cash flows - regulatory 
basis; and accumulated comprehensive income, comprehensive income and hedging activities -
regulatory basis for the year then ended, included on pages 110 through 121 of the accompanying 
Federal Energy Regulatory Commission Form 1. These financial statements are the responsibility of 
the Company's management. Our responsibility is to express an opinion on these financial statements 
based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit includes 
consideration of intemal control over financial reporting as a basis for designing audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company's intemal control over financial reporting. Accordingly, we express no 
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. 
We believe that our audit provides a reasonable basis for our opinion. 

As discussed in Note 1, these financial statements were prepared in accordance with the accounting 
requirements of the Federal Energy Regulatory Commission as set forth in its apphcable Uniform 
System of Accoimts and published accounting releases, which is a comprehensive basis of accounting 
other than accounting principles generally accepted in the United States of America. 

In our opinion, such regulatory-basis fmancial statements present fairly, in all material respects, the 
assets, liabilities and proprietary capital of Duke Energy Ohio, Inc. as of December 31, 2006, and the 
results of its operations and its cash flows for the year then ended in accordance with the accounting 
requirements of the Federal Energy Regulatory Commission as set forth in its applicable Uniform 
System of Accounts and published accounting releases. 

This report is intended solely for the information and use of the board of directors and management of 
Duke Energy Ohio, Inc. and for filing with the Federal Energy Regulatory Commission and is not 
intended to be and should not be used by anyone other than these specified parties. 

April 17,2007 

Member of 
Deloitte Touche Tohmatsu 
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01 Exact Legal Name of Respondent 

Cincinnati Gas & Electric Company, The 

Year/Period of Report 

End of 20D6/Q4 

03 Previous Name and Date of Change (If name changed during year) 

04 Address of Principal Office at End of Year (Street, City, State, Zip Code) 

139 East Fourth Street, Cincinnati, Ohio 45202 
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Peggy Laub 
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Accounting Manager 
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139 East Fourth Street. Cincinnati, Ohio 45202 
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10 Date of Report 
CMo, Da, Yr) 

ANNUAL CORPORATE OFFICER CERTIFICATION 

The undersigned officer certifies that: 

I have examined this report and to the best of my knowledge, Information, and belief all statements of fact contained in this report are correct 
statements of the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in al 
material respects to the Uniform System of Accounts. 

11 Name 

David L. Hauser 

12 Title 

Group Executive & CFO 

13 Signature 14 Date Signed 
/ / 

Title 18, U S.e^OOl, makes it a crime for any person knowingly and willingly to make to any Agency or Department of the United States any 
false, fictitious or fraudulent statements as to any matter within its jurisdiction. 
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Duke Energy Ohio, Inc. 
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(1) (XJAn Original 
(2) I IA Resubmission 

Date of Report 
(Mo, Da, Yr) 

/ / 

Year/Period of Report 

End of 2006/Q4 

General Information 

1. Provide name and ftle of officer having custody of the general corporate books of amount and address of office where the general corporate books are kept and address of office 
where any other corporate books of account are kept, if different from that where the general corporate books are kept. 

'^Corporate Books: 
Steven K. Young, Senior Vice President & Controller 
526 South Church Street 
Charlotte, NC 28202 

Other Corporate Books of Account: 
139 East Fourth Street, Rm 202 
Cincinnati, OH 45202 

2. Provide the name of the State under the laws of which respondent is incorporated and date of incorporation. If incorporated under a special law, give reference to such law. If not 

incorporated, state that fact and give the type of organization and the date organized. 

Ohio 
April 3, 1837 

3. If at any time during the year the property of respondent was held by a receiver or tmstee, give (a) name of receiver or tmstee, (b) date such receiver or trustee took possession, (c) 

the authority by which the receivership or trusteeship was created, and (d) date when possession by receiver or tmstee ceased. 

Not Applicable 

4. State the classes of utility and other services fumished by respondent during the year in each State in which the respondent operated. 

State of Ohio - Gas and Electric 

5. Have you engaged as the principal accountant to audit your financial statements an accountant who is not the principal accountant for your previous year's certified financial 

statements? 

(1) [ ] Yes... Enter the date when such independent accountant was initially engaged: 

(2) [X] No 
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Control Over Respondent 

1. Report in column (a) the names of al) corporations, partnerships, business trusts, and similar organizations that directly, indirectly, 
or jointly held control (see page 103 for definition of control) over the respondent at the end of the year. If control is in a holding 
company organization, report in a footnote the chain of organization. 

2. If control is held by trustees, state in a footnote the names of trustees, the names of beneficianes for whom the trust is maintained, 
and the purpose of the trust. 

3. In column (b) designate type of control over the respondent. Report an "M" if the company is the main parent or controlling 
company having ultimate control over the respondent. Otherwise, report a "D" for direct, an "1" for indirect, or a "J" for joint control. 
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Duke Energy Ohio, Inc. 

This Report Is: 
(1) [X]An Original 
(2) 1 jA Resubmission 

Date of Report 
(Mo, Da, Yr) 

/ / 

Year/Period of Report 

End of 2006/Q4 

Corporations Controlled by Respondent 

1. Report below the names of all corporations, business trusts, and similar organizations, controlled directly or indirectly by 
respondent at any time during the year. If control ceased prior to end of year, give particulars (details) in a footnote. 

2. If control was by other means than a direct holding of voting rights, state in a footnote the manner in which control was held, 
naming any intermedianes involved. 

3. If control was held jointly with one or more other interests, state the fact in a footnote and name the other interests. 
4. In column (b) designate type of control of the respondent as "D" for direct, an "1" for indirect, or a "J" for joint control. 

DEFINITIONS 

1. See the Uniform System of Accounts for a definition of control. 
2. Direct control is that which is exercised without interposition of an intermediary. 
3. Indirect control is that which is exercised by the interposition of an intermediary that exercises direct control. 
4. Joint control is that in which neither interest can effectively control or direct action without the consent of the other, as where the 

voting control is equally divided between two holders, or each party holds a veto power over the other. Joint control may exist by mutual 
agreement or understanding between two or more parties who together have control within the meaning of the definition of control in 
the Uniform System of Accounts, regardless of the relative voting nghts of each party. 

Line 
No. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Name of Company Controlled 

(a) 

Duke Energy Kentucky, Inc. 

Miami Power Conooration 

KO Transmission Company 

Tri-Stale Improvement Company 

Cinergy Power Investments, Inc. 

CPIinvestment3.ii;c;': ;y 

Type of Control 

(b) 

D 

D 

D 

D 

D 

D 

Kind of Business 

(c) 

Public Utility 

Transmission of Electric 

Transporatallon of Energy 

Real Estate 

Inactive 

Inactive 

Percent Voting 
Stock Owned 

(d) 

100 

100 

100 

100 

100 

Footnote 
Reference 

(e) 

Not (/sec/ 

Not used 

Not used 

Not used 

Not used 

Not used 
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FOOTNOTE DATA 

V^.x 

\Schedule P&ge: 103 Line No.: 6 Column: a 
CPI Investments. LLC vî as dissolved in November 2004. 

FERC FORM NO. 2 (12-96) Page 552.1 

file:///Schedule


Name of Respondent 

Duke Energy Ohio, Inc. 

This Report Is: 
(1) [X]An Original 
(2) P I A Resubmission 

Date of Report 
(Mo, Da, Yr) 

/ / 

Year/Period of Report 

End of 2006/Q4 

Security Holders and Voting Powers 

1. Give the names and addresses of the 10 security holders of the respondent who, at the date of the latest closing of the stock book 
or compilation of list of stockholders of the respondent, prior to the end of the year, had the highest voting powers in the respondent, 
and state the number of votes that each could cast on that date if a meeting were held. If any such holder held in trust, give in a 
footnote the known particulars of the trust (whether voting trust, etc.), duration of trust, and principal holders of beneficiary interests in 
the trust. If the company did not close the stock book or did not compile a list of stockholders within one year prior to the end of the 
year, or if since it compiled the previous list of stockholders, some other class of security has become vested with voting rights, then 
show such 10 security holders as of the close of the year. Arrange the names of the security holders in the order of voting power, 
commencing with the highest. Show in column (a) the titles of officers and directors included in such list of 10 security holders. 

2. If any security other than stock carnes voting rights, explain in a supplemental statement how such security became vested with 
voting rights and give other important details concerning the voting nghts of such security. State whether voting rights are actual or 
contingent; if contingent, descnbe the contingency. 

3. If any class or issue of security has any special privileges in the election of directors, trustees or managers, or in the determination 
of corporate action by any method, explain briefly in a footnote. 

4. Furnish details concerning any options, warrants, or rights outstanding at the end of the year for others to purchase securities of 
the respondent or any securities or other assets owned by the respondent, including prices, expiration dates, and other material 
information relating to exercise of the options, warrants, or rights. Specify the amount of such securities or assets any officer, director, 
associated company, or any of the 10 largest security holders is entitled to purchase. This instruction is inapplicable to convertible 
securities or to any securities substantially all of which are outstanding in the hands of the general public where the options, warrants, i 

1. Give date of the latest closing of the stock 
book prior to end of year, and, in a footnote, state 

the purpose of such closing: 

Line 
No. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2. State the total number of votes cast at the latest general 
meeting prior to the end of year for election of directors of the 

respondent and number of such votes cast by proxy. 

Total: 89663086 

By Proxy: 

Name (Title) and Address of 
Security Holder 

(a) 
TOTAL votes of all voting securities 

TOTAL number of security holders 

TOTAL votes of security holders lisled below 

Cinergy Corp. 

139 East Fourth Street 

Cincinnati, OH 45202 

3. Give the date and place of 
such meeting: 

VOTING SECURITIES 

4. Number of votes as of (date): 12/31/2006 

Total Votes 

(b) 

89,663,086 

1 

89.663,086 

89,663,086 

Common Stock 

(c) 

89.663,086 

1 

89.663,086 

89,663,086 

-

Preferred Stock 

(d) 

Other 

(e) 
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2006/Q4 

Important Changes During the Quarter/Year 

v^ Give details concerning the matters indicated below. Make the statements explicit and precise, and number them in accordance with the 
inquiries. Answer each inquiry. Enter "none" or "not applicable" where applicable. If the answer is given elsewhere in the report, refer to the 
schedule in which it appears. 

1. Changes in and Important additions to franchise rights; Describe the actual consideration and state from whom the franchise rights were 
acquired. If the franchise rights were acquired without the payment of consideration, state that fact. 
2. Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies; Give names of companies 

involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to Commission 
authorization. 
3. Purchase or sale of an operating unit or system; Briefly describe the property, and the related transactions, and cite Commission 

authorization, if any was required. Give date journal entries called for by Uniform System of Accounts were submitted to the Commission. 
4. Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give effective 

dates, lengths of terms, names of parties, rents, and other conditions. State name of Commission authorizing lease and give reference to such 
authorization. 

5. Important extension or reduction of transmission or distribution system: State territory added or relinquished and date operations began or 
ceased and cite Commission authorization, if any was required. State also the approximate number of customers added or lost and approximate 
annual revenues of each class of service. 
Each natural gas company must also state major new continuing sources of gas made available to it from purchases, development, purchase 
contract or othenwise, giving location and approximate total gas volumes available, period of contracts, and other parties to any such 
arrangements, etc. 

6. Obligations incurred or assumed by respondent as guarantor for the perfonmance by another of any agreement or obligation, including 
ordinary commercial paper maturing on demand or not later than one year after date of issue; State on behalf of whom the obligation was 
assumed and amount of the obligation. Cite Commission authorization if any was required. 

7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments. 
8. Slate the estimated annual effect and nature of any important wage scale changes during the year. 
9. State briefly the status of any materially important legal proceedings pending a! the end of the year, and the results of any such proceedings 

culminated during the year. 
10. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer, director, 

security holder, voting trustee, associated company or known associate of any of these persons was a party or in which any such person had a 
material interest. 

11. Estimated increase or decrease in annual revenues caused by important rate changes: State effective date and approximate amount of 
increase or decrease for each revenue classification. State the number of customers affected. 

12. Describe fully any changes In officers, directors, major security holders and voting powers of the respondent that may have occurred during 
ihe reporting period. 

13. In the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less than 30 percent 
please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the extent to which the 
respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a cash management program(s). 
Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio. 

1. None 

2. See Note 1, 2, 7{a), and 10(a) of the "Notes to Financial Statements". 

3. None 

4. In 
North 
asset 
April 

April 2 006, Duke Energy Ohio (DEO) acquired the Midwest assets of Duke Energy's 
America (DENA). The following operating lease is related to the acquired DENA 
s. This was entered into when the asset was constructed and transferred to DEO in 

Lease: Hanging Rock facility land lease with DOW Chemical 
Effective Date: April 1, 2001 
Terms: 4 0 years 
a. Beginning on December 15 
b. Contract allowance for 2 

$180K/year 
(5 year term) $500K/year 

$550K/year 
$605K/year 
$666K/year 

(5 year term) 
(5 year term) 
(15 year term) 

2002 
separate extensions of 2 0 years each 

Basic rent 
Addt'1 rent/Electricity Rebate pmts(starts at 
Commercial Operation) 
Addt'1 rent/Electricity Rebate pmts 
Addt'1 rent/Electricity Rebate pmts 
Addt'1 rent/Electricity Rebate pmts 

None 
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Duke Energy Ohio, Inc. 

this Report is; 
(1)X An Original 
(2) _ A Resubmission 

Date of Report 
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/ / 

Year/Period of Report 

2006/Q4 

Important Changes During the Quarter/Year 

6. No obligations have been incurred or assumed by respondent as guarantor. For details 
on respondent issuances and redemption of long-term and other short-term debt, see Note 5 
of the "Notes to Financial Statments". 

7. The Regulations of the Corporation, Aritcle IV, Section 1, pertaining to officers, were 
amended effective April 3, 2006. The First Article of the Articles of Incorporation was 
amended, changing the name of the company to Duke Energy Ohio, Inc. effective September 
19, 2006. 

8. Employees bargained for by the United Steelworkers Locals 12049 and 5541-06 received a 
3 percent wage increase effective May 15, 2006. Employees bargained for by the 
International Brotherhood of Electrical Workers Local 1347 received a 3 percent wage 
increase effective April 1, 2005. The manual and technical employees and the full-time 
clerical employees bargained for by the Utility Workers Union of America Local 600 
received a 3 percent and 2.5 percent increase, respectively, effective April 3, 2005. 
Changes due to the above and wage scale adjustments during the year resulted in an 
estimated annual wage increase of $5,314,000. Changes in supervisory, administrative, and 
professional employees resulted in an estimated annual wage increae of $450,000. 

9. See Notes 10 & 12 of the "Notes to Financial Statements". 

10. None 

11. In it's last base rate case, the PUCO authorized Duke Energy Ohio to implement a 
tracking mechanism to recover the cost of the Company's Accelerated Gas Main Replacement 
Program (AMRP) through the effective date of new base rate in Duke Energy Ohio's next 
retail gas rate case, subject to certain rate caps that increase annually through May 
2007. Beyond 2007, the AMRP rates will remain fixed until the next base rate case. As a 
part of its annual AMRP update, Duke Energy Ohio filed an application in February 2007 to 
increase its AMRP tracker by approximately $6.6 million. An order from the PUCO is 
expected May 2007. 

12. 

Director Changes; 

Effective April 3, 2006: 
• Gregory C. Ficke, Director, resigned. 
• James E. Rogers, Director, resigned. 
• Sandra P. Meyer, Director, appointed. 
• Thomas C. O'Connor, Director, appointed. 

Effective October 15, 2006: 
• Thomas C. O'Connor, Director, resigned. 
• William R. McCollum, Director, appointed. 

Officer Changes: 

Effective January 16, 2006: 
• Bennett Gaines, Vice President and Chief Technology Officer, resigned. 

Effective January 19, 2006: 
• Julia S. Janson's appointments as Secretary and Chief Compliance Officer end. 

Effective January 20, 2006: 
• Marc E. Manly, Vice President and Chief Legal Officer, additionally appointed as 

Secretary 

Effective April 3, 2006: 
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Important Changes During the Quarter/Year 

Bradley C. Arnett, Assistant Treasurer, resigned. 
Wendy L, Aumiller, Vice President and Treasurer, resigned. 
Michael J. Cyrus, Executive Vice President, resigned. 
Gregory C. Ficke, President, resigned. 
Lynn J. Good resigned as Executive Vice President and Chief Financial Officer and was 
appointed as Vice President and Treasurer. 
J. Joseph Hale, Jr., Vice President and Chief Communications Officer, resigned. 
Lee T. Howe, Assistant Controller, resigned. 
Marc E. Manly, Secretary, Executive Vice President, and Chief Legal Officer, resigned 
Theodore R, Murphy II, Senior Vice President and Chief Risk Officer, resigned. 
Frederick J. Newton III, Executive Vice President and Chief Administrative Officer, 
resigned. 
John C. Procario, Senior Vice President, resigned. 
Ronald R. Riesing, Vice President and Chief Procurement Officer, resigned. 
Brett A. Ritchie, Assistant Controller, resigned. 
-James E. Rogers, Chairman and Chief Executive Officer, resigned. 
Alexander J. Torok, Vice President, resigned. 
James L. Turner resigned as Executive Vice President and was apppointed as Group 
Executive & Chief Commercial Officer, US Franchised Electric Sc Gas. 
David L. Wozny, Vice President and Controller, resigned. 
Paul H. Barry appointed as Vice President. 
Myron L. Caldwell appointed as Group Vice President and Chief Financial Officer. 
Donna T. Council appointed as General Manager, Cash Management & Assistant Treasurer. 
Curtis H. Davis appointed as Vice President - Commercial Generation. 
Stephen G. De May appointed as General Manager, Financing & Assistant Treasurer. 
Theopolis Holeman appointed as Group Vice President - Power Delivery. 
Dwight L. Jacobs appointed as Vice President and Controller. 
Robert T. Lucas III appointed as Assistant Secretary. 
David S. Maltz appointed as Assistant Secretary. 
Sandra P. Meyer appointed as President. 
Lon C. Mitchell, Jr. appointed as Vice President. 
Paul R. Newton appointed as Group Vice President, General Counsel & Secretary, US 
Franchised Electric & Gas. 
C. James O'Connor appointed as Vice President - Human Resources. 
Thomas C. O'Connor appointed as Group Executive S: Chief Operating Officer, US 
Franchised Electric & Gas. 
John J. Roebel appointed as Group Vice President - Engineering & Technical Service. 
Charles R. Whitlock appointed as Vice President. 
F. Wayne Wiesen appointed as Vice President and Assistant Secretary. 

Effective October 15, 2006: 
Thomas C. O'Connor resigned as Group Executive and Chief Operating Officer, US 
Franchised Electric & Gas and was appointed as Vice President. 
William R. McCollum, Jr. appointed as Vice President. 

13. The respondent's proprietary capital ratio is currently less than 30 percent due to a 
purchase accounting adjustment and the transfer of a significant amount of assets from 
Duke Energy North America at the merger. There are currently n o plans to regain at least 
a 30 percent propritary ratio. 
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Duke Energy Ohio, Inc. 

This Report Is: 
(1) [X]An Original 
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/ / 
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End of 2006/Q4 

Comparative Balance Sheet (Assets and Other Debits) 

Line 
No. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

Title of Account 

(a) 

UTILITY PLANT 

Utility Plant (101-106, 114) 

Construction Work in Progress (107) 

TOTAL Utility Plant (Total of lines 2 and 3) 

(Less) Accum. Provision for Depr., Amort., Depl. (108,111,115) 

Net Utility Plant (Total of line 4 less 5) 

Nuclear Fuel (120.1 thru 120.4, and 120.6) 

(Less) Accum. Provision for Amort., of Nuclear Fuel Assemblies (120.5) 

Nuclear Fuel (Total of line 7 less 8) 

Net Utility Plant (Total of lines 6 and 9) 

Utility Plant Adjustments (116) 

Gas Stored-Base Gas (117.1) 

System Balancing Gas (117.2) 

Gas Stored in Reservoirs and Pipellnes-Noncurrent (117.3) 

Gas Owned to System Gas (117.4) 

OTHER PROPERTY AND INVESTMENTS 

Nonutility Property (121) 

(Less) Accum. Provision for Depreciation and Amortization (122) 

Investments in Associated Companies (123) 

Investments in Subsidiary Companies (123.1) 

(For Cost of Account 123.1 See Footnote Page 224, line 40) 

Noncurrent Portion of Allowances 

Other Investments (124) 

Sinking Funds (125) 

Depreciation Fund (126) 

Amortization Fund - Federal (127) 

Other Special Funds (128) 

Long-Term Portion of Derivative Assets (175) 

Long-Term Portion of Derivative Assets - Hedges (176) 

TOTAL Other Property and Investments (Total of lines 17-20, 22-29) 

CURRENT AND ACCRUED ASSETS 

Cash (131) 

Special Deposits (132-134) 

Working Funds (135) 

Temporary Cash Investments (136) 

Notes Receivable (141) 

Customer Accounts Receivable (142) 

Other Accounts Receivable (143) 

(Less) Accum. Provision for Uncollectible Accounts - Credit (144) 

Notes Receivable from Associated Companies (145) 

Accounts Receivable from Associated Companies (146) 

Fuel Stock (151) 

Fuel Stock Expenses Undistributed (152) 

Reference 
Page Number 

(b) 

200-201 

200-201 

200-201 

122 

220 

220 

220 

220 

222-223 

224-225 

222-223 

222-223 

Current Year End of 
Quarter/Year Balance 

(c) 

Prior Year 
End Balance 

12/31 
(d) 1 

• IHl^^^H^I^^^^HHI 
8.309.868.075 

523,748,367 

8,833,616,442 

2,756,147,671 

6,077,468,571 

0 

0 

0 

6,077,468.571 

0 

0 

0 

0 

0 

6,814,040,280 

257,429,861 

7,071,470,141 

2,750,215,102 

4,321,255.039 

0 

0 

0 

4,321.255,039 

0 

0 

0. 

0 

0 

^^^^^^^•^^^^^^^1 
1.525,911 

1.926 

0 

532,886.028 

2,502,947 

1,338,263 

0 

206,205,799 

^ ^ ^ ^ ^ ^ ^ • ^ ^ ^ ^ ^ ^ H 
442,031.647 

447.093 

0 

0 

0 

0 

43,368,328 

0 

1.020,257,081 

19,083,584 

2,718.624 

0 

0 

0 

0 

180.197,017 

0 

409.369,708 

^^^^^^^ • ^ ^^^^^^H 
37.660.233 

30,257,039 

16,738 

0 

0 

21,786,325 

99,008,418 

4,663,774 

112,573,898 

65.142.967 

67,914,269 

0 

( 227.887) 

58,311,078 

16,689 

0 

0 

35,107.154 

172.592,674 

3,356,200 

147,988,849 

85,897,936 

60,881,700 

0 
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Comparative Balance Sheet (Assets and Other Debits)(continued) 

Line 
No. 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

34 

65 

66 
67 

68 

69 

70 

71 

72 

73 

74 

75 

76 

77 

78 

79 

80 

81 

Title of Account 

(a) 

Residuals (Elec) and Extracted Products (Gas) (153) 

Plant Materials and Operating Supplies (154) 

Merchandise (155) 

Other Materials and Supplies (156) 

Nuclear Materials Held for Sale (157) 

Allowances (158.1 and 168.2) 

(Less) Noncurrent Portion of Allowances 

Stores Expense Undistributed (163) 

Gas Stored Underground-Current (164.1) 

Liquefied Natural Gas Stored and Held for Processing (164.2 thru 164.3) 

Prepayments (165) 

Advances for Gas (166 thru 167) 

Interest and Dividends Receivable (171) 

Rents Receivable (172) 

Accrued Utility Revenues (173) 

Miscellaneous Current and Accrued Assets (174) 

Derivative Instrument Assets (175) 

(Less) Long-Term Portion of Derivative Instrument Assets (175) 

Derivative Instrument Assets - Hedges (176) 

(Less) Long-Term Portion of Derivative Instrument Assests - Hedges (176) 

TOTAL Current and Accrued Assets (Total of lines 32 thru 63) 

DEFERRED DEBITS 
Unamortized Debt Expense (181) 

Extraordinary Property Losses (182.1) 

Unrecovered Plant and Regulatory Study Costs (182.2) 

Other Regulatory Assets (162.3) 

Preliminary Survey and Investigation Charges (Electric)(183) 

Preliminary Survey and Investigation Charges (Gas)(183.1 and 183.2) 

Clearing Accounts (184) 

Temporary Facilities (185) 

Miscellaneous Deferred Debits (186) 

Deferred Losses from Disposition of Utility Plant (187) 

Research, Development, and Demonstration Expend. (188) 

Unamortized Loss on Reacquired Debt (189) 

Accumulated Deferred Income Taxes (190) 

Unrecovered Purchased Gas Costs (191) 

TOTAL Deferred Debits (Total of lines 66 thru 79) 

TOTAL Assets and Other Debits (Total of lines 10-15,30,64,and 80) 

Reference 
Page Number 

(b) 

220 

220 

230 

230 

230 

232 

233 

234-235 

Current Year End of 
Quarter/Year Balance 

(c) 

0 

50.011.420 

0 

0 

0 

482,228,661 

442.031,647 

2,164,124 

68,319,017 

0 

65,940,398 

0 

0 

0 

0 

8,866,999 

120,016,065 

43,368,328 

0 

0 

741,842,822 

8,016,923 

0 

0 

619.826,457 

678,727 

0 

317,208 

( 1,068,794) 

2.450.697,957 

0 

0 

8,088,010 

48,071,177 

( 6.777,447) 

3,127,850,218 

10,967,418,692 

Prior Year 
End Balance 

12/31 
(d) 

0 

46,323,620 

0 

0 

0 

66,065.078 

19,083.584 

2.105,872 

57,560,226 

0 

54,641,044 

0 

. Q 

352,518 

0-

118,140.608 

723,984.479 

180.197,017 

0 

0 

1,427,104,837 

15,753.198 

0 

0 

565,291,206 

392,577 

0 

196,436 

( 596,294) 

61.890,557 

0 

• 0 

11.276,826 

100,677,858 

( 327,142) 

754,555,222 

6,912,284,806 
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Comparative Balance Sheet (Liabilities and Other Credits) 

Line 
No. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 . 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

Title of Account 

(a) 

PROPRIETARY CAPITAL 

Common Stock Issued (201) 

Preferred Stock Issued (204) 

Capital Stock Subscribed (202, 205) 

Stock Liability for Conversion (203, 206) 

Premium on Capital Stock (207) 

Other Paid-in Capital (208-211) 

Installments Received on Capital Stock (212) 

(Less) Discount on Capital Stock (213) 

(Less) Capital Stock Expense (214) 

Retained Eamings (215. 215.1, 216) 

Unappropriated Undistributed Subsidiary Earnings (216.1) 

(Less) Reacquired Capital Stock (217) 

Accumulated Other Comprehensive Income (219) 

TOTAL Proprietary Capital (Total of lines 2 thru 14) 

LONG TERM DEBT 

Bonds (221) 

(Less) Reacquired Bonds (222) 

Advances from Associated Companies (223) 

Other Long-Term Debt (224) 

Unamortized Premium on Long-Term Debt (225) 

(Less) Unamortized Discount on Long-Term Debt-Dr (226) 

(Less) Current Portion of Long-Term Debt 

TOTAL Long-Term Debt (Total of lines 17 thru 23) 

OTHER NONCURRENT LIABILITIES 

Obligations Under Capital Leases-Noncurrent (227) 

Accumulated Provision for Property Insurance (228.1) 

Accumulated Provision for Injuries and Damages (228.2) 

Accumulated Provision for Pensions and Benefits (228.3) 

Accumulated Miscellaneous Operating Provisions (228.4) 

Accumulated Provision for Rate Refunds (229) 

Reference 
Page Number 

(b) 

250-251 

250-251 

252 

252 

252 

253 

252 

254 

254 

118-119 

118-119 

250-251 

117 

256-257 

256-267 

256-257 

256-257 

258-259 

258-259 

Current Year 
End of 

Quarter/Year 
Balance 

Prior Year 
End Balance 

12/31 

(d) 

^ ^ ^ ^ ^ ^ ^ • ^ ^ ^ ^ ^ ^ ^ H 
762,136,231 

0 

0 

0 

0 

5,601,303.731 

0 

0 

0 

53,218,068 

1,178.700 

0 

( 38.638,226) 

6.379,198,504 

226,800,000 

0 

0 

1.344,000,000 

10,601,918 

50,976.589 

0 

1,530.425,329 

762.136,231 

20,484.900 

0 

0 

362,457,437 

262.541,995 

0 

0 

21,750,868 

458,508,646 

198,744,917 

q 
( 47,206,554) 

1,995.916,704 

^^^^^^^H 
290,800,000 

0 

0 

1.356.720,663;.: 

251,824 

35,149,104 

0 

1.612,623,383 

^^^^^^^^^^^^^^^H 
36,467,871 

0 

2,499,119 

119,758.132 

5,889.477 

0 

32,001,501 

0 

3,900,750 

70.666,172 

5,897,995 

0 

-
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